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Valuation  Docket  No.'  200 

LAKE  SUPERIOR  AND  ISHPEMING  RAILWAY  COMPANY 

•  -  • 

Submitted  December  12,  1925.   Decided  September  13,  192C 


Final  value  for  rate-making  purposes  of  the  property  of  the  Lake  Superior 
and  Ishpeming  Railway  Company,  owned  and  used  for  common-carrier 
purposes,  found  to  be  $4,831,350,  and  used  but  not  owned  $1,222,  as  of 
June  30,  1916. 

William  P.  Belden  and  Clarence  B.  Randall  for  the  Lake  Superior 
and  Ishpeming  Railway  Company. 

Report  or  the  Commission 

Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 

Bt  Division  1 : 

A  tentative  valuation,  as  of  June  30,  1916,  of  the  property  of  the 
Lake  Superior  and  Ishpeming  Railway  Company,  hereinafter 
called  the  carrier,  was  completed  and  notice  thereof  was  given  to 
the  carrier  and  other  interested  parties.  The  carrier  filed  a  pro- 
test within  the  statutory  period.  A  hearing  has  been  had  on  the 
issues  presented  in  the  protest,  briefs  have  been  filed,  and  oral 
argument  heard.  Subsequent  thereto  we  served  upon  the  interested 
parties  a  supplemental  tentative  valuation  embodying  certain  con- 
clusions as  to  the  amount  of  working  capital  necessary  for  the 
carrier's  needs.  No  protest  against  this  supplemental  tentative 
valuation  was  filed  by  any  of  the  parties  in  interest  in  this  proceed- 
ing. For  convenience  the  tentative  valuation  and  the  supplemental 
tentative  valuation  have  been  combined  and  will  be  hereinafter 
referred  to  collectively  as  the  tentative  valuation. 

The  carrier  was  incorporated  February  24, 1893,  under  the  general 
laws  of  the  State  of  Michigan.  On  date  of  valuation  it  owned  and 
operated  a  line  of  railroad  wholly  within  the  State  of  Michigan, 
extending  from  Presque  Isle  westward  to  Jopling,  a  distance  of 
26.224  miles.   It  also  owned  6.988  miles  of  branch  line  and  37.396 
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miles  of  sidings,  thereby  making  a  total  of  70.608  miles  of  all  tracks 
owned  and  used,  exclusive  of  12.733  miles  of  all  tracks  which  were 
jointly  owned  by  the  carrier  and  others.  Most  of  the  carrier's  rail- 
road was  acquired  by  construction,  only-  4  miles  of  main  track  having 
been  acquired  through  purchase.  A  detailed  description  of  the  prop- 
erty of  the  carrier  is  given  in  the '  order  entered  herein. 

The  carrier  protests  that  the  final  value  of  $4,903,378  tentatively 
reported  by  us  for  the  property  which  it  uses  has  been  incorrectly 
determined  and  is  inadequate.  It  contends  that  the  value  of  its 
property  on  the  date  of  valuation  was  not  less  than  $6,280,216.  It 
also  states  objections  of  a  general  character  dealing  wholly  with  the 
propriety  of  thi-methods  and  principles  adopted  in  the  preparation 
of  our  tentative  valuation,  and  questions  the  sufficiency  and  accuracy 
of  man  j  of  the  underlying  quantities  and  prices  upon  which  the 
reproduction-cost  estimates  are  based.  Most  of  the  general  objec- 
tions of  the  carrier  have  been  considered  and  disposed  of  in  previous 
valuation  cases.  This  report  will  deal  with  those  matters  concerning 
which  the  carrier  submitted  evidence  at  the  hearing. 

Engineering. — A  typographical  error  in  one  section  of  the  tenta- 
tive valuation  report  makes  it  appear  that  engineering  has  been 
estimated  as  4.5  per  cent  of  road  accounts  3  to  47,  inclusive,  when  as 
a  matter  of  fact  4.25  was  the  percentage  used.  The  carrier  contends 
that  the  higher  percentage  is  the  proper  figure  to  be  used  for  its 
property.  In  our  opinion  4.25  per  cent  is  ample  for  engineering  on 
a  road  of  the  type  we  are  here  considering,  and  that  percentage  also 
conforms  with  the  experience  of  other  railways  in  territory  com- 
parable to  that  traversed  by  the  carrier's  railroad.  The  typograph- 
ical error  referred  to  above  will  be  corrected  so  as  to  show  4.25  as 
the  percentage  actually  used,  which  percentage  is  approved. 

COST  OF  KEPRODUCTION  NEW 

Grading. — The  carrier  protests  that  the  price  of  $45  per  acre  for 
clearing  should  be  increased  to  $52  per  acre;  that  the  price  of  grub- 
bing should  be  increased  from  $75  to  $175  per  acre;  and  that  the 
price  of  solid-rock  excavation  should  be  increased  from  $1.25  to  $1.50 
per  cubic  yard.  These  increased  unit  prices  would  increase  the  cost 
of  reproduction  new  of  the  grading  account  by  $28,564. 

In  support  of  its  contention  for  these  higher  prices  the  carrier 
submitted  a  statement  which,  it  is  alleged,  shows  unit  prices  taken 
from  certain  contracts  which  it  let  prior  to  1910.  The  contracts 
themselves  were  not  introduced  nor  was  any  evidence  presented  as  to 
the  specifications  under  which  the  work  to  which  those  contracts 
applied,  was  to  be  done.  The  record  shows  that  under  some  of  its 
contracts  the  carrier  has  paid  a  lower  price  for  solid-rock  excava- 
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tion  than  it  contends  for  here.  Most  of  the  timber  in  the  vicinity 
of  the  carrier's  road  had  been  cut  as  of  date  of  valuation,  and  the 
greater  part  of  the  wooded  areas  adjoining  its  right  of  way  were 
covered  with  second-growth  timber  that,  the  witness  stated,  was  not 
large  enough  to  have  any  merchantable  value.  Our  prices  for  clear- 
ing and  grubbing  are  influenced  by  the  condition  of  the  land  adjoin- 
ing carrier's  right  of  way.  We  are  not  convinced  that  we  should 
substitute  in  their  stead  prices  which  may  reflect  conditions  not  exist- 
ent as  of  date  of  valuation,  or  which  may  be  influenced  by  some 
specifications  as  to  which  we  are  not  advised.  The  carrier's  protest 
in  this  regard  is  not  sustained. 

Bridges,  trestles,  and  culverts— The  carrier  protests  that  our  esti- 
mate of  the  cost  of  reproduction  new  under  this  account  should  be 
increased  by  $16,596.  Part  of  this  increase— that  is,  $1,362 — is  con- 
tended for  on  the  assumption  that  because  the  engineering  report 
does  not  report  separately  the  quantities  of  excavation  and  grubbing 
necessary  in  the  construction  of  culverts,  those  items  have  been 
omitted.  As  fully  explained  in  other  cases  decided  by  us,  the  prices 
reported  include  amounts  for  costs  other  than  for  material  alone.  In 
our  opinion  the  prices  applied  to  these  culverts  are  sufficient  to 
include  the  costs  referred  to  by  the  carrier. 

Protest  is  also  made  that  erroneous  weights  for  material  have  been 
used  for  certain  steel  bridges.  The  carrier  asserts  that  the  proper 
weights  to  be  used  are  those  shown  in  the  reports  of  the  chief  inspec- 
tion engineer,  which  represent  the  actual  weights  of  material  paid 
for.  We  have  had  careful  check  made  of  the  weights  of  material 
of  these  bridges,  as  shown  in  the  engineering  report,  and  the  engineer- 
ing report  will  be  amended  so  as  to  correct  errors  found  as  follows : 

Bridge  S-14.14,  weight  of  girders  should  be  increased  7,336  pounds. 

Bridge  S-16.49,  weight  of  girders  should  be  reduced  22,876  pounds;  weight  of 

towers  and  bents  should  be  increased  12,867  pounds. 
Bridge  S-16.64,  weight  of  girders  should  be  reduced  314  pounds;  no  change 'in 

weight  of  towers. 

Bridge  Q-14.47,  weight  of  girders  should  be  increased  42,000  pounds;  weight 

of  towers  should  be  Increased  48,385  pounds. 
Bridge  Q-17.30,  weight  of  girders  should  be  reduced  8,000  pounds;  weight  of 

towers  should  be  Increased  123,383  pounds. 

The  net  result  of  these  corrections  is  an  increase  of  $8,971  in  the 
cost  of  reproduction  new,  and  of  $5,617  in  the  cost  of  reproduction 
less  depreciation. 

The  carrier  also  protests  that  the  quantities  reported  in  the  sub- 
structures of  bridges  S-14.14  and  S-19.57  are  less  than  the  actual 
quantities,  and  that  because  of  this  alleged  error  the  cost  of  repro- 
duction new  of  these  bridges  is  understated  to  the  extent  of  $6,197. 
The  carrier  has  not  presented  evidence  that  would  warrant  our  mak- 
ing any  change  in  the  quantities  stated  for  these  bridges, 
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Rails, — The  carrier  protests  against  our  pricing  as  re-lay  rail  such 
rail  as  has  been  moved  from  the  position  in  which  it  was  originally 
placed  when  new.  For  reasons  fully  explained  in  other  cases  decided 
by  us  we  believe  that  all  such  rail  should  be  classified  as  re-laid. 

Other  track  material. — A  check  of  our  field  notes  indicates  that 
the  carrier  is  correct  in  its  contention  that  switch  lamps  have  been 
omitted  from  the  inventory.  The  engineering  report  will  be  amended 
so  as  to  include  100  switch  lamps,  having  a  cost  of  reproduction  new 
of  $415  and  cost  less  depreciation  of  $213. 

Right-of-way  fences. — The  carrier  protests  that  the  price  of  $105 
per  mile  which  we  have  applied  on  17.62  miles  of  smooth-wire  fenc- 
ing with  stays  is  insufficient.  In  support  of  its  contention  it  submits 
an  abstract  of  a  contract  let  for  constructing  a  fence  which  is  claimed 
to  bo  in  all  respects  comparable  with  this  one.  The  engineering 
report  will  be  corrected  so  as  to  show  a  price  of  $225  per  mile  for 
this  fencing,  or  an  increase  of  $2,115  and  $909  in  the  cost  of  reproduc- 
tion new  and  cost  of  reproduction  less  depreciation,  respectively. 

Roadway  buildings. — The  carrier  has  submitted  an  inventory  of 
the  machinery  and  small  tools  in  its  bridge-department  workshop  at 
Presque  Isle.  These  were  inadvertently  omitted  from  the  engineer- 
ing report.  In  our  opinion  $425  and  $213  are  reasonable  sums  for 
the  respective  costs  of  reproduction  of  this  machinery,  and  the 
engineering  report  will  be  corrected  so  as  to  include  those  amounts. 

Shops  and  engine  houses. — We  find  the  carrier's  protest  that  13,056 
cubic  yards  of  grading  at  West  Yard  have  been  omitted  from  the 
engineering  report  to  be  well  founded.  Proper  correction  will  be 
made,  thereby  increasing  the  costs  of  reproduction  for  this  account 
by  $3,917. 

Coal  and  ore  wharves. — The  carrier  protests  that  the  unit  prices 
which  we  have  applied  to  piling,  concrete,  and  certain  other  items 
in  its  ore  dock  at  Presque  Isle  are  too  low,  and  contends  that  if 
proper  prices  were  applied  the  cost  of  reproduction  new  would  be 
increased  $193,193.  The  carrier  concedes  that  the  cost  of  reproduc- 
tion new  of  this  dock  closely  approximates  its  recorded  original 
cost,  but  maintains  that  some  of  the  contract  prices  either  do  not 
reflect  all  the  necessary  costs,  or  else,  because  of  extraordinary  cir- 
cumstances, are  abnormally  low.  As  illustrative  of  its  first  conten- 
tion, the  carrier  cites  the  fact  that  it  furnished  the  sand  necessary 
for  the  concrete  and  the  cost  of  that  material  was  not  included  in 
the  contract  price  for  the  concrete  in  place.  The  carrier  also  states 
that  because  of  disaster  which  befell  a  lumber  company  it  was  able 
to  purchase  the  piling  for  this  dock  at  a  price  much  lower  than 
any  quotation  it  had  received  through  unrestricted  competitive  bids 
for  that  material.  The  carrier  also  protests  that  certain  structural 
steel  in  this  dock  has  been  given  a  lower  price  than  has  been  applied 
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to  like  material  in  its  bridges,  and  that  different  prices  have  been 
applied  to  the  same  kind  of  flooring  timber  used  in  different  parts  of 
the  dock  itself. 

As  fully  explained  in  other  reports  the  prices  we  apply  to  the  in- 
ventoried quantities  are  intended  to  be  normal  prices,  sufficient  to 
cover  all  costs  necessary  to  reproduce  the  article  or  structure  in 
place.  Where  a  carrier  has  reliable  records  showing  original  cost 
of  work  within  the  period  as  of  which  we  determine  our  prices,  and 
there  is  no  evidence  that  unusual  conditions  have  influenced  those 
costs  either  upward  or  downward,  we  may  take  those  recorded  costs 
as  indicative  of  normal  prices  for  such  work.  Considering  the  testi- 
mony presented  and  upon  a  review  of  the  whole  record  relating  to 
this  account  the  engineering  report  will  be  corrected  so  as  to  show 
the  following  unit  prices  of  materia]  in  this  dock : 

Old  rail  in  dock  proper,  1.5  cents  per  pound  instead  of  1.0  cent 

Tie  rods  and  water-line  protection  plates  in  dock  and  approach,  4  cents  per 

pound  instead  of  2.5  cents. 
Piling,  27  cents  per  linear  foot  Instead  of  20  cents. 
Concrete  in  approaches  $9  per  cubic  yard  instead  of  $6. 

Deck-plate  girders  in  approach  to  dock,  4  cents  per  pound  instead  of  3.5  cents. 
Flooring  for  bins,  $36  Instead  of  $20  per  M.,  b.  m. 

These  changes  will  increase  the  costs  of  reproduction  new  and 
less  depreciation  by  $55,572  and  $52,233,  respectively. 

Steam  locomotives. — The  carrier  protests  that  in  the  tentative 
valuation  the  depreciation  of  its  locomotives  has  been  estimated  at 
a  greater  degree  than  the  facts  warrant.  It  maintains  that  because 
of  the  purity  of  its  water  supply  it  experiences  very  little  difficulty 
with  the  boiler  sheets,  flues,  etc.,  of  its  locomotives.  It  also  cites 
the  seasonal  character  of  the  traffic  handled  by  these  engines  and 
the  restricted  speed  at  which  its  trains  are  operated  as  tending  to 
retard  their  depreciation.  With  respect  to  locomotives  Nos.  18,  19, 
and  20,  it  is  contended  that  inasmuch  as  they  were  received  by  the 
carrier  during  the  month  preceding  the  date  of  valuation,  and  as  of 
that  date  each  had  been  run  approximately  800  miles  only,  no  depre- 
ciation should  be  assigned  to  them.  In  previous  cases  we  have  fully 
discussed  the  methods  used  in  estimating  depreciation  of  equipment. 
The  evidence  presented  by  the  carrier  is  not  sufficiently  conclusive 
to  warrant  a  change  in  the  amount  of  depreciation  reported,  which 
is  based  on  the  record  of  the  investigation  by  our  field  forces.  We 
have  given  recognition  to  the  comparatively  new  conditions  of  loco- 
motives Nos.  18,  19,  and  20  by  fixing  their  depreciation  at  but  1  per 
cent. 

Freight-train  cars. — The  carrier  objects  to  the  unit  prices  applied 
to  its  wooden  and  steel  ore  cars.  It  also  protests  that  its  steel  ore 
cars  have  been  given  a  cost  of  reproduction  less  depreciation  that 
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is  unreasonably  low.  The  prices  for  which  it  contends  would  result 
in  an  increase  in  the  cost  of  reproduction  new  of  $108,582.  The 
prices  which  the  carrier  urges  we  should  apply  to  its  ore  cars  are 
based  on  the  scale  of  "  settlement  prices  "  promulgated  by  the  Master 
Car  Builders1  Association.  We  have,  in  other  cases,  fully  explained 
the  character  of  the  unit  prices  which  we  apply  to  the  various  items 
comprising  a  railway's  property.  We  are  not  convinced  that  these 
so-called  " settlement  prices7'  are  more  representative  than  those  we 
have  developed.  Neither  are  we  convinced  that  the  carrier's  testi- 
mony as  to  retarded  depreciation  of  its  ore  cars  by  reason  of  the 
care  exercised  in  operating  its  trains,  and  also  through  the  agency  of 
a  coating  of  iron  ore  which  remains  on  the  cars,  should  be  given  more 
weight  than  the  recorded  observations  of  our  field  inspectors,  which 
were  concurred  in  by  the  carrier's  field  pilot.  No  change  will  be 
made  with  respect  to  freight-train  cars. 

OTHER  ELEMENTS  OP  VALUE 

The  carrier  maintains  that  the  correct  value  of  its  road  must 
include  a  specific  sum  for  such  items  as  going  concern,  appreciation, 
etc.  It  contends  that  the  cost  of  reproduction  should  be  increased 
$200,000  on  this  account.  This  sum  represents  the  opinion  of  the 
witness,  who  was  unable  to  state  what  part  thereof  should  be 
applied  to  any  of  the  items  it  should  cover.  The  evidence  sub- 
mitted by  the  carrier  does  not  warrant  any  departure  from  our  pre- 
viously announced  decision  not  to  include  a  separate  amount  in  the 
reproduction  cost  estimate  to  cover  these  values. 

PRESENT  VALUE  OF  LANDS 

We  have  reported  the  present  value  of  lands  owned  and  used  as 
$107,732  and  of  lands. used  but  not  owned  as  $1,222.  The  carrier 
protests  that  the  methods  which  we  have  adopted  for  valuing  carrier 
lands  are  not  applicable  to  the  peculiar  conditions  prevailing  in  the 
iron-mining  district  where  its  property  is  located  and  also  that  the 
amount  reported  as  the  present  value  of  said  lands  is  inadequate.  It 
contends  that  the  present  value  of  its  lands  is  not  less  than  $822,910 
and  that  there  should  also  be  included  $33,906  as  interest  on  this 
sum.  The  estimates  of  original  and  present  cost  of  condemnation 
and  damages,  or  of  purchase  of  lands  in  excess  of  such  original  cost 
or  present  value,  contained  in  the  tentative  report  will  be  omitted 
from  the  order  now  to  be  entered  for  the  reason  that  the  valuation 
act  has  been  so  amended  as  no  longer  to  require  us  to  report  this 
information. 

From  the  record  it  appears  that  approximately  15  miles  of  the 
carrier's  main  line  and  many  of  its  other  tracks  are  constructed  upon 
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or  across  land  known  to  contain  deposits  of  iron  ore.  The  remainder 
of  its  tracks  are  on  the  outer  edge  of  the  developed  mineral  deposits. 
The  carrier  alleges  that  in  this  entire  district  it  is  not  customary  for 
the  owners  of  mineral  lands  to  sell  anything  but  the  surface  thereof 
for  purposes  other  than  mining.  In  all  ordinary  conveyancing  the 
owner  reserves  the  mineral  right  and  the  right  to  cave  the  surface 
when  necessary  for  mining  purposes.  Where  the  grantee  is  a  com- 
mon carrier  the  form  of  deed  commonly  used  provides  that  when 
the  owner  wishes  to  mine  the  ore  the  railway  must  at  its  own  expense 
move  its  track  to  another  location,  which  in  some  deeds  the  owner 
of  the  fee  is  obligated  to  furnish.  In  other  deeds  the  railway  must 
secure  the  new  right  of  way.  The  carrier  alleges  that  large  sums 
have  been  expended  in  removing  and  relocating  portions  of  its  rail- 
road because  of  the  exercise  of  that  right  and  insists  that  the  rules 
which  we  have  adopted  for  the  valuing  of  carrier  lands  are  not 
applicable  to  conditions  as  just  described.  On  the  other  hand  those 
rules  provide  for  the  valuing  of  a  carrier's  land  on  the  basis  of  the 
u  present  fair  average  market  value  of  similar  adjacent  and  adjoin- 
ing land."  According  to  the  record  the  reservation  of  mineral  rights 
is  not  confined  to  sales  of  right  of  way  only,  but  is  characteristic  of 
all  land  transactions.  Therefore  instead  of  such  restrictions  being 
peculiar  to  the  land  acquired  by  the  carrier  all  lands  are  on  the  same 
basis  in  that  the  restrictions  are  applicable  to  all  alike.  We  there- 
fore find  no  error  in  following  our  approved  principles  and  methods 
in  ascertaining  land  values  in  this  proceeding. 

In  protesting  that  the  present  value  which  we  have  found  for 
its  lands  is  too  low  the  carrier  alleges  that  the  aggregate  original  cost 
of  these  lands  was  approximately  $201,600  or  nearly  $94,000  more 
than  we  have  found  the  persent  value  to  be. 

It  is  by  no  means  a  rare  occurrence  to  find  land  the  present  value 
of  which  is  less  than  its  cost  to  the  owner.  This  may  be  due  to  a 
number  of  reasons,  and  the  fact  that  our  appraisal  lias  developed 
such  a  difference  for  the  carrier's  lands  is  no  proof  that  it  is  wrong. 
The  carrier  has,  in  its  brief,  given  an  explanation  for  at  least  part 
of  the  difference  to  which  it  directs  our  attention.  In  discussing  the 
original  cost  of  these  lands  it  states  "  a  large  part  of  the  total 
expended  was  used  in  obtaining  lands  either  by  condemnation  from 
unfriendly  owners  or  by  purchase  where  prices  were  paid  substan- 
tially analogous  to  the  amounts  fixed  in  condemnation  cases."  Con- 
demnation awards  as  a  rule  include  sums  in  addition  to  the  ascer- 
tained value  of  the  land  alone.  It  follows  that  where  sales  are  made 
at  prices  substantially  analogous  to  condemnation  awards,  those 
prices,  which  are  costs  to  the  purchaser,  must  also  be  in  excess  of 
the  fair  value  of  the  land. 
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The  record  is  specific  in  showing  that  the  present  value  of  at  least 
$322,910  contended  for  is  based  on  an  estimate  of  what  it  would  cost 
the  carrier  to  reacquire  its  right  of  way.  Its  witness  testified  that 
the  award  fixed  by  the  jury  in  condemnation  proceedings,  which 
were  necessary  in  order  to  acquire  certain  rights  of  way,  was  quite 
generally  accepted  by  land  owners  as  the  going  price  for  such  prop- 
erty. That  award  of  approximately  $5,000  per  acre,  for  surface 
rights  only,  was  therefore  used  as  the  basis  for  the  carrier's  estimate 
of  the  present  value  of  some  of  its  lands.  For  other  of  its  lands  this 
estimate  is  based  on  the  price  asked  for  certain  rights  of  way  which 
the  carrier  wanted  to  buy,  but  for  which  it  refused  to  pay  the  price 
asked. 

In  our  opinion,  the  methods  used  by  the  carrier  in  developing  the 
figure  for  which  it  contends  will  tend  to  produce  an  estimate  of  the 
cost  of  reproduction  of  its  lands  rather  than  of  their  present  value. 
That  opinion  is  strengthened  by  the  fact  that  the  carrier  also  con- 
tends for  the  inclusion  of  a  specified  sum  as  interest  on  the  alleged 
present  value.  In  former  decisions  we  have  fully  explained  the 
methods  employed  in  determining  the  present  value  of  the  land  of 
a  common  carrier,  and  those  methods  have  been  followed  in  apprais- 
ing the  lands  here  being  discussed.  The  present  value  of  land  re- 
ported for  this  carrier  is  approved. 

WORKING  CAPITAL 

The  original  tentative  valuation  included  the  sum  of  $127,156  for 
working  capital,  composed  of  $4,362  cash  on  hand,  and  $122,794,  the 
value  of  materials  and  supplies.  In  the  supplemental  tentative  val- 
uation this  sum  was  reduced  to  $56,350,  and  the  remainder,  $70,806, 
was  stated  to  be  owned  and  held  by  the  carrier  for  noncarrier  pur- 
poses. The  method  by  which  this  figure  was  determined  was  set 
out  in  an  appendix  to  the  supplemental  tentative  valuation  served 
upon  the  carrier  and  is  included  in  this  report  as  Appendix  3  to  the 
order  herein.  No  protest  against  the  supplemental  tentative  valua- 
tion was  filed  by  any  of  the  parties  in  interest.  The  amount  therein 
stated  for  working  capital  is  approved  and  is  included  in  the  final 
value  found  herein  for  the  property  wholly  owned  and  used  by  the 
carrier. 

FINAL  VALUE 

The  cost  of  reproduction  new  of  the  carrier's  property,  including 
its  proportion  of  joint  property  but  exclusive  of  land,  we  have  found 
to  be  $5,081,372.  In  our  reproduction  estimates  we  have  applied 
unit  prices  based  on  a  5 -year,  and  in  some  cases,  10-year  span,  ending 
June  30, 1914.  We  have  found  the  cost  of  reproduction  less  deprecia- 
tion to  be  $4,425,488. 
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The  carrier  has  issued  capital  securities  amounting  to  $4,059,372.25 
in  the  form  of  capital  stock,  bonds,  and  notes.  As  of  date  of  valua- 
tion bonds  and  notes  in  the  amount  of  $1,858,372.25  had  been  retired, 
leaving  securities  outstanding  of  the  par  value  of  $2,201,000,  of 
which  $1,000,000  represented  capital  stock  and  $1,201,000  was  funded 
debt.  The  carrier  has  also  issued  or  assumed  $926,034  of  short-term 
notes,  $794,034  of  which  had  been  retired  by  cash,  or  canceled,  leaving 
$132,000  outstanding  on  date  of  valuation.  The  corporate  operations 
of  the  carrier  for  the  period  from  the  beginning  of  operation  on 
August  12,  1896,  to  date  of  valuation  resulted  in  a  net  income  of 
$220,410  after  payment  of  interest  on  the  funded  and  unfunded  debt, 
and  during  the  year  ending  on  date  of  valuation  a  corresponding  net 
income  of  $228,794  was  earned.  No  dividends  have  been  paid  by  the 
carrier. 

The  carrier's  recorded  investment  in  road  and  equipment  was 
$3,750,466.34  on  date  of  valuation.  If  certain  adjustments  were 
made,  as  detailed  in  Appendix  2,  this  amount  would  be  increased  to 
$3,937,455.59,  consisting  wholly  of  cash  expenditures,  except  for 
$250,000  par  value  of  equipment  securities. 

The  original  cost  of  the  carrier's  property,  as  shown  by  its  records, 
but  exclusive  of  1  mile  of  track  and  the  carrier's  interest  in  approxi- 
mately 3  miles  of  joint  tracks,  is  $3,937,456,  of  which  $250,000 
represents  the  par  value  of  equipment  obligations  outstanding.  The 
original  cost  of  the  lands  owned  and  used  by  the  carrier  for  carrier 
purposes,  as  supported  by  the  accounting  records,  is  $202,216.  We 
have  found  the  present  value  of  these  lands  to  be  $107,732.  Land, 
the  present  value  of  which  is  $12,264,  was  acquired  through  aids,  the 
title  being  conveyed  by  deeds  reciting  nominal  considerations  only. 
The  carrier  does  not  own  any  rights  in  public  or  private  lands. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to 
later  dates,  in  accordance  with  the  requirements  of  the  valuation 
act,  the  final  value  herein  reported. 

We  find  that  the  value  for  rate-making  purposes  of  the  property 
of  the  carrier  owned  and  used  for  purposes  of  a  common  carrier, 
including  $56,350  for  working  capital,  is  $4,831,350,  and  of  the  prop- 
erty used  but  not  owned  $1,222. 

An  order  will  be  entered  in  accordance  with  our  findings. 
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Order 

Entered  September  IS,  1926 

This  case  having  been  duly  heard  and  submitted  by  the  parties 
and  full  investigation  of  the  matters  and  things  involved  having 
been  had,  and  said  division  having  on  the  date  hereof  made  and 
filed  a  report  containing  its  conclusions  thereon,  which  report  is 
hereby  referred  to  and  made  a  part  hereof : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Lake  Superior  and 
Ishpeming  Railway  Company,  as  of  June  30,  1916: 

Location  and  general  description  of  property. — The  railroad  of 
Lake  Superior  and  Ishpeming  Railway  Company,  hereinafter  called 
the  carrier,  is  a  standard-gauge  steam-railroad,  extending  from 
Presque  Isle  westward  to  Jopling,  Mich.,  with  an  auxiliary  line  be- 
tween Eagle  Mills  and  Ishpeming,  Mich.  The  total  length  of  the 
main  line  and  branch  is  33.212  miles.  The  carrier  also  owns  yard 
and  side  tracks  totaling  37.396  miles.  Its  road  thus  embraces  70.608 
miles  of  all  tracks  owned.  In  Appendix  1  will  be  found  a  general 
description  of  the  property  of  the  carrier. 

Jointly  used  property. — The  carrier  jointly  owns  and  uses  with 
other  carriers  properties  as  follows:  With  Chicago  and  North 
Western  Railway  Company,  near  Ishpeming,  Mich.,  ownership  50 
per  cent  each,  2.953  miles  of  joint  line  and  5.283  miles  of  joint  sidings, 
a  total  of  8.236  miles  of  all  tracks  jointly  owned ;  with  The  Duluth, 
South  Shore  &  Atlantic  Railway  Company,  at  Negaunee,  Mich., 
ownership  50  per  cent  each,  1.900  miles  of  joint  sidings;  with  Chicago 
and  North  Western  Railway  Company  and  The  Duluth,  South  Shore 
&  Atlantic  Railway  Company,  at  Negaunee,  Mich.,  ownership  33% 
per  cent  each,  2.507  miles  of  joint  sidings.  In  Appendix  2,  under 
the  caption  Leased  Railway  Property,  will  be  found  a  statement 
showing  the  property  other  than  jointly  owned  that  is  used  jointly 
with  other  companies  and  the  terms  of  the  use. 

Traffic  connections. — The  railroad  of  the  carrier  connects  at 
Presque  Isle,  on  Lake  Superior,  with  that  of  the  Munising,  Mar- 
quette &  Southeastern  Railway  Company,  and  at  Ishpeming  with 
that  of  The  Duluth,  South  Shore  &  Atlantic  Railway  Company  and 
the  Chicago  and  North  Western  Railway  Company. 
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Physical  conditions  affecting  construction. — In  Appendix  1  are 
statements  as  to  topography,  geology,  and  climate,  as  affecting  the 
construction  of  the  carrier's  railroad. 

Economic  conditions  relating  to  traffic— -The  country  traversed  by 
the  carrier  is  very  rough,  and  the  mining  of  iron  ore  is  the  principal 
industry. 

Corporate  history. — The  carrier  was  incorporated  February  24, 
1893,  under  the  general  laws  of  the  State  of  Michigan,  for  the  pur- 
pose of  constructing  a  line  of  railroad  from  the  shore  of  Lake 
Superior,  near  Marquette,  to  Ishpeming,  Mich.,  with  branches  and 
extensions  to  serve  the  iron  mines  in  that  district.  The  carrier  is 
controlled  tlirough  ownership  of  its  capital  stock  by  the  Cleveland- 
Cliffs  Iron  Company  and  the  Pittsburgh  and  Lake  Angeline  Iron 
Company.  The  detailed  facts  as  to  the  development  of  the  fixed 
physical  property  are  given  in  Appendix  1. 

History  of  corporate  financing,  capital  stock,  and  long-term 
debt. — The  carrier  has  issued  a  total  of  $4,059,372.25  in  stocks  and 
long-term  debt,  of  which  $2,201,000  was  outstanding  on  date  of  valu- 
ation. Of  the  securities  outstanding,  $1,000,000  are  in  capital  stock 
and  $1,201,000  in  funded  debt.  The  purposes  for  which  the  capital 
securities  were  issued  and  the  apparent  considerations  received  there- 
for, and  other  facts  pertinent  to  the  capitalization  of  the  carrier, 
are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  carrier. — The  result  of  the  corporate 
operations  of  the  carrier  from  August  12,  1896,  to  date  of  valuation 
is  stated  in  detail  in  Appendix  2,  and  is  summarized  as  follows: 


Gross  earnings  (railway  operating  revenues)  $4, 821, 184. 76 

Operating  expenses  (railway  operating  expenses)   4, 007, 665. 31 


Resulting  in  net  earnings  (net  revenue  from  railway  op- 
erations) of   813,529.45 

During  the  same  period  taxes  assessed  (railway  tax  accruals) 

amounted  to     464, 306. 93 


Resulting  in  net  Income  (railway  operating  income)  of   349, 182.52 

In  addition  to  this  there  was  also  income  from  nonoperating 
sources  (nonoperating  income)  of   306,599.10 


Resulting  in  gross  income  for  the  period  (gross  income) 

of     655,731.62 

During  this  period  rents  and  hire  of  equipment  (chargeable  to 

deductions  from  gross  income)  amounted  to   54,302.81 


Resulting  in  amount  available  for  payment  of  interest  and 
dividends  and  for  other  corporate  purposes  (chargeable 
to  deductions  from  gross  income  and  to  disposition  of 
net  income)  of    601.428.81 

No  dividends  have  been  paid  by  the  carrier. 
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General  balance  sheet. — The  general  balance  sheet  stated  by  the 
carrier,  as  showing  its  financial  condition  on  date  of  valuation, 
follows : 

ASSETS 


Investment  In  road  and  equipment  $3,750,466.84 

Sinking  fund   588. 70 


Total  $3,751,055.04 

Current  assets: 

Cash   4,361.89 

Traffic  and  car-service  balances  receivable   2,  111.  54 

Net  balances  receivable  from  agents  and 

conductors   1, 184. 15 

Miscellaneous  accounts  receivable   174,915.24 

Materials  and  supplies   122,794.45 

Total   305,367.27 

Unadjusted  debits: 

Rents  and  insurance  premiums  paid  in  ad- 
vance   1, 390. 52 

Other  unadjusted  debits   86,  725. 19 


Total   88, 115.  71 

Grand  total   4,144,538.02 

LIABILITIES 

Stock: 

Capital  stock  $1, 000,  000. 00 

Long-term  debt   1,201,000.00 

Current  liabilities : 

Loans  and  bills  payable   $132,000.00 

Traffic  and  car-service  balances  payable   4,  780. 98 

Audited  accounts  and  wages  payable   68. 82 

Unmatured  interest  accrued   25,259.37 


Total  -    162,109.17 

Unadjusted  credits : 

Tax  liability  _    16, 296. 49 

Accrued  depreciation,  road  "_   249,463.31 

Accrued  depreciation,  equipment   358,701.04 


Total   624, 461.  74 

Corporate  surplus,  profit  and  loss  balance   1, 156, 967. 11 

Grand  total  _  4,144,538.02 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the 
books  of  the  carrier  to  be  $3,750,466.34.  If  certain  adjustments  were 
made,  as  detailed  in  Appendix  2,  this  amount  would  be  increased  to 
$3,937,455.59,  consisting  wholly  of  cash  expenditures,  except  for 
$250,000  par  value  of  equipment  obligations  outstanding. 
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Original  cost  to  date. — The  original  cost  to  date  of  road  and 
equipment  is  $3,937,455.59,  of  which  $250,000  represents  the  par 
value  of  equipment  obligations  outstanding. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  owned 
and  used  by  the  carrier  is  as  follows : 


Cost  of 
reproduc- 
tion new 

Cost  of 
reproduc- 
tion less  de- 
preciation 

Wholly  owned  and  used,  including  carrier's  portion  of  Jointly  owned  minor 

$5,013,979 

$4,372,443 

Jointly  owned  and  used  with — 

Chicngo  and  North  Western  Railway  Company,  one-half  each,  carrier's  por- 

44,824 
14,113 

8,650 

34,17ft 
11,909 
fi.WO 

Thc  Duluth.  Roulh  Shore  it  Atlantic  Railway  Company,  one-half  each, 
carrier's  portion  

The  Dulath,  South  Shore  &  Atlantic  Railway  Company  and  Chicago  and 
North  Western  Railway  Company,  one-third  each,  carrier's  portion  

67, 393 

53,045 

5,081,372 

4,425,488 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets  which  are  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  757.81  acres 
of  land  used  for  carrier  purposes.  The  original  cost  of  these  lands,  as 
supported  by  accounting  records,  was  $202,615.83.  The  area  and 
present  value  of  the  lands  owned  and  used,  and  used  but  not  owned, 
by  the  carrier  are  as  follows: 


Acres 

Present 
value 

Wholly  owned  and  used —   

767. 81 
6.00 

$107,732.01 
1,222.40 

763.  81 

108,954.41 

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  carrier  owns  15.39  acres  of  land  which  we  have  classified  as 
noncarrier.  The  original  cost  of  these  lands,  as  supported  by 
accounting  records,  was  $361.25.  Their  present  value  is  $1,399.46. 
It  also  owns  and  holds  cash  on  hand  and  material  and  supplies  in 
the  amount  of  $127,156.  Of  this  amount,  $56,350  is  necessary  for 
its  use  as  working  capital,  and  that  sum  is,  therefor,  included  in  the 
final  value  stated  elsewhere  in  this  report.  The  remainder,  $70,806, 
is  owned  and  held  by  the  carrier  for  noncarrier  purposes. 
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Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  and  used  by  the  carrier  for  common-carrier  purposes,  193.01 
acres,  with  a  present  value  of  $12,264.08,  were  acquired  by  it  through 
aids,  the  title  to  this  land,  except  for  one  parcel  which  the  records 
indicate  was  donated  outright  by  an  individual,  being  conveyed  by 
deeds  reciting  nominal  considerations  only.  The  value  of  this  land 
at  the  time  acquired  can  not  be  determined. 

Materials  and  supplies. — As  shown  in  the  general  balance  sheet, 
the  value  of  materials  and  supplies  on  hand  is  shown  by  the  carrier's 
records  to  have  been,  on  date  of  valuation,  $122,794.45. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
working  capital,  including  materials  and  supplies,  and  all  other 
matters  which  appear  to  have  a  bearing  upon  the  values  here  re- 
ported, the  values,  for  rate-making  purposes,  of  the  property  of  the 
carrier  owned  and  used  and  used  but  not  owned,  devoted  to  common- 
carrier  purposes,  are  found  to  be  as  follows: 

Wholly  owned  and  used  $4,831,350 

Used  but  not  owned,  leased  from  private  parties   1, 222 

Total  used   4,  832,  572 

Total  owned     4.831,350 

There  is  included  in  the  value  above  stated  as  owned  niul  ueed  the 
sum  of  $56,350  on  account  of  working  capital,  including  materials 
and  supplies. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1, 2,  and  3.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheets  showing  the  classification  of  the  cost  of  reproduction  new 
and  cost  of  reproduction  less  depreciation  above  set  forth,  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  in  detail  the  development 
of  fixed  physical  property;  moneys  received  by  reason  of  issues  of 
stocks,  bonds,  and  other  securities,  together  with  the  syndicating, 
banking,  and  other  financial  arrangements  attending  their  issue;  the 
net  and  gross  earnings;  a  statement  of  the  expenditures  of  moneys 
accompanied  by  a  statement  of  the  purposes  thereof;  investment  in 
road  and  equipment ;  the  cost  of  lands,  rights  of  way,  and  terminals ; 
and  other  pertinent  information.  Appendix  3  is  a  statement  of  the 
method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1, 108,  which  is  hereby  made  a  part  hereof,  for  a  statement  of 
the  methods  employed  and  of  the  reasons  for  the  differences  between 
the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
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the  State  in  which  the  carrier  embraced  in  this  proceeding  operates, 
give  the  details  respecting  the  figures  here  reported,  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  inspec- 
tion, and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 


APPENDIX  1 


TOPOGRAPHY,   GEOLOGY,   AND  CLIMATE 


The  surface  of  the  country  traversed  by  the  carrier's  road  is  very  rough; 
the  temperatures  range  from  30°  below  zero  to  108°  above  zero.  The  average 
aunaal  rainfall  is  about  35  inches. 


Pour  and  one  quarter  per  cent  on  accounts  3  to  47,  inclusive,  has  been  allowed 
to  cover  engineering.  General  expenditures,  exclusive  of  interest,  have  been 
allowed  on  the  basis  of  1.5  per  cent  upon  road  accounts  1  to  47,  exclusive  of 
account  2.  Interest  during  construction  has  been  allowed  for  one-half  the 
construction  period  of  36  months,  plus  3  months,  at  the  rate  of  6  per  cent  per 
annum  on  all  road  and  general-expenditures  accounts,  except  accounts  2  and 
70,  and  has  been  computed  for  3  months  upon  equipment 


Wholly  owned  and  used,  including  carrier'a  portion  of  Jointly  owned  minor 

focilitiet 


Acct. 


Cost  of 
ri'i  trod  ac- 
tion Ui'W 


Cost  of 
rent-oil  tac- 
tion 1<S98 
deprecia- 
tion 


t.  ROAD 


1 
3 
0 

S 

9 
10 
II 
13 
13 
15 
ifl 
17  I 
IS 
:■• 
as 

2 

24 
» 

27 
31 


Engineering  

Oradlng   

Bridges,  trestles,  and  culverts. 


Tracklaylog  i 
Right-of-way  i 
Crossings  and  signs.- 
Slatlon  and  officu  buildings.. 
Roudwa 
Waters 
Fuel  stations. 
Shops  and  engine  : 

Wharves  and  docks.  

Coal  and  ore  wharves  

Telegraph  and  telephone  1 
Signals  and  Interlocked 
Po<rw-ti 


Si ,15,  52fl 
1,  0»,2,  033 
•if<S,  239 
J  it i,  M 
210,400  i 
81,023 
71,  WM 

iri:.,  fc« 
t>,  -  w 

2,  SVI 
If,,  V  18 

K',  7:>e 

17,5x9 
O:,  (123 
27,  159 
1,013,  770 

6, 259 

14,  75* 
237 


$135,  520 
1,001,879 
223,295 
55,313 
201,300 
«,tH4 
08,844 

H2.57<i 

4,  248 

2,  o:>9 

12,724 
3.S19 
9,  525 
12,312 
40,316 
23,900 
W4, 329 
4,293 
1L344 
196 
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Wholly  owned  and  used,  including  carrier's  portion  of  jointly  owned  minor 

facilities— Continued 


Acct. 


32 
33 
35 
37 
38 
44 
45 


54 

67 
58 


71 
72 
73 
74 
75 
77 
76 


Cost  of 
reproduc- 
tion 


Cost  of 
reproduc- 
tion less 
deprecia- 
tion 


I.  boad— continued 


Power-distribution  systems... 
Power-line  poles  nnd  fixture. 
Miscellaneous  structures..... 

Roadway  machines  

Roadway  small  tools......... 

Shop  machinery   

Power-plant  machinery  


Total,  1,  and  3  to  47,  inclusive  

n.  EQUIPMENT 


Steam  locomotives. 
Freight-train  cars.. 


Work  equipment  

equipment. 


Total,  51  to  57,  inclusive  

III.  GENERAL  EXPENDITURES 


Organization  expenses  

General  officers  and  clerks. 
Law. 


Stationery  and  printing  

Taxes  

Other  expenditures,  general. 
Interest  during  construction. 


Total,  71  to  77,  inclusive  

Grand  total,  1,  and  3  to  77,  inclusive.. 


1100 
100 
2,374 
1.910 
814 
38.839 
8,  138 


3, 324.  364 


290.  802 
941, 747 
11.082 
22.553 
275 


1. 266,  459 


49,865 
373,291 


423, 156 


5,  013, 979 


$322 
118 
1.844 
1,288 
407 
26.698 
4,298 


3, 049. 417 


20*  359 
707.  170 
7.258 
15, 182 
254 


938.223 


45,740 

339.063 


384.803 


4,372, 443 


Jointly  owned  and  used  with  Chicago  and  North  Western  Railway  Company, 

one-half  each 


Cost  of 
reproduc- 


Costof 
reproduc- 
tion less 
deprecia- 
tion 


1 
3 
6 

8 
9 
10 
11 
12 
13 
16 


71 
72 
73 
74 
75 
77 
76 


L  ROAD 

Engineering  

Grading  

Bridges,  trestles,  and  culverts  

Ties  

Rails  

Other  track  material  

Ballast  

Tracklaylng  and  surfacing  

Right-of-way  fences  

Crossings  and  signs  

Total,  1,  and  3  to  47,  inclusive  

m.  GENERAL  EXPENDITURES 

Organization  expenses  

General  officers  and  clerks  

Statlonery  and  prtaVinV.."-"I"""*"l^IIIIIIII* 

Taxes  

Other  expenditures,  general  

Interest  during  construction  

Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  inclusive  

Carrier's  portion    .  


$3,430 

21,828 
11,739 
12,570 
17,948 
6,025 
398 
9,705 
356 
144 


$3,430 
21.828 
5735 
6.285 
15,579 
4,075 
382 
6,921 
135 
72 


84.143 


54,442 


8,  843 


2, 943 


5, 105 


R9. 248 


3,910 
68,352 


44,  624 


34.176 
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Jointly  owned  and  used  with  The  Duluth,  South  Shore  &  Atlantic  Railway 

Company,  one-half  each 


i 

3 
6 
8 
9 

10 
11 
12 
1* 


71 
72 
73 
74 
75 
77 
76 


I.  ROAD 


Engineering 
Grading 
Bridges, 

Tics  

Rails    

Other  track  material  - 

Ballast  — 

Tracklaying  and  surfacing.. 


Total,  1,  and  3  to  47.  Inclusive   

m.  oi 

Organization  expenses  

General  officers  and  clerks.. 

Law  

Stationery  and  printing  

Taxes   

Other  expenditures,  general 
dur 


Total.  71  to  77,  inclusive  

Grand  total,  1,  and  3  to  77,  inclusive. 
Carrier's  portion  


Cost  of 


$1.06.5 

12,  aw 
792 
2,410 
4,671 
2,298 
326 
2,  645 
32 


2rt,  612 


Cost  of 
reproduc- 
tion less 
deprecia- 
tion 


399 


1,215 


1.014 


14.113 


$1,085 
12,353 
317 
1,205 
3,850 
1,451 
326 
1.S52 
10 


22.455 


1,028 


11,909 


Jointly  owned  and  used  with  The  Duluth,  South  Shore  d  Atlantic  Railway 
Company  and  Chicago  and  North  Western  Railxcay  Company,  one-third  each 


Acct. 


Classes 


Cost  of 
reprodue- 


Cost  of 
reproduc- 
tion less 
deprecia- 
tion 


1 

3 
6 
8 
9 
10 
11 
12 
15 


71 

t  * 

73 
74 
75 
77 
70 


I.  ROAD 


Grading 
Bridges, 
Ties  

Rnils_ 
Other 

B.llhiSt.  .  

Tracklaying  and 

Crossings  and  signs.. 


and  culverts 


Total.  1,  and  3  to  47,  inclusive  

m.  GENUAL  EXPENDITURE* 


Organization  expenses  

General  officers  and  clerks... 

Law   

Stationery  and  printins  

Taxes  

Other  expenditures,  cenernl.. 
Interest  during  construction . 


Total,  71  to  77,  inclusive... 
Grand  total,  1,  and  3  to  77, 
Carrier's  portion  


uo  i.  c.  c. 


$998 
8,710 
158 
3,  272 
5.332 

2,  S27 

41 

3.  139 

0 


24.483 


1,118 


MS5 


25,  WW 


8,650 


$998 

iS 

1,751 
41 
2,135 
3 


19.  687 


899 


1, 194 


20,881 


6,960 
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APPENDIX  2 


DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  road  of  the  carrier  from  Presque  Isle  to  Ishpemlng,  Mich.,  was  con- 
structed by  Winston  Brothers  under  contract  dated  October  3,  1895.  On  the 
same  date  another  contract  was  entered  into  with  Winston  Brothers  for  the 
construction  of  a  wooden  ore  dock,  with  an  annual  capacity  of  over  800.000 
tons,  and  a  wharf  on  Lake  Superior  at  Presque  Isle.  The  dock  known  as 
No.  1  was  abandoned  upon  completion  of  dock  No.  2  and  has  been  partly  dis- 
mantled. Dock  No.  2,  which  has  an  annual  capacity  of  2,000,000  tons,  was 
constructed  of  steel  and  concrete  by  the  Wisconsin  Bridge  and  Iron  Company 
under  contract  dated  February  3,  1911. 

HISTORY  OF  CAPITAL  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  original 
amount  of  capital  stock  of  the  carrier  authorized  was  $150,000,  of  which  $9,500 
was  subscribed  for  by  the  original  incorporators.  On  September  11,  1895,  the 
total  amount  authorized  was  increased  to  $1,000,000,  all  of  which  was  turned 
over  to  George  Hay  den  (acting  for  the  Cleveland-Cliffs  Iron  Company  ana 
the  Pittsburgh  and  Lake  Angeline  Iron  Company)  in  consideration  of  the 
execution  of  traffic  contracts  with  those  two  mining  companies.  These  con- 
tracts secured  to  the  carrier  the  transportation  over  its  line  of  the  entire 
output  of  the  mines  of  the  Cleveland-Cliffs  Iron  Company  and  the  Pittsburgh 
and  Lake  Angeline  Iron  Company  destined  to  Lake  Erie  ports. 

Hayden  retained  $50,000  of  this  stock  and  turned  over  $75,000  each  to  the 
Cleveland-Cliffs  Iron  Company  and  the  Pittsburgh  and  Lake  Angeline  Iron  Com- 
pany. The  remainder  was  later  divided  between  the  mining  companies  on  the 
basis  of  the  iron-ore  tonnage  tendered  to  the  carrier,  $581,700  to  the  Cleveland- 
Cliffs  Iron  Company,  and  $218,300  to  the  Pittsburgh  and  Lake  Angeline  Iron 
Company. 

The  carrier  secured  funds  for  construction  purposes,  improvements,  and 
current  requirements  through  the  issuance  of  first-mortgage  6  per  cent  bonds, 
equipment  obligations,  and  short-term  notes. 

On  April  29,  1897,  the  carrier  leused  its  coal  and  ore  dock  at  Presque  Isle, 
Mich.,  to  George  S.  Russell,  of  Cleveland,  Ohio,  for  a  period  of  20  years  from 
May  1,  1897.  The  lease  provided  for  the  lessee  paying  a  rental  of  $5,000  per 
annum;  maintaining  and  operating  the  property;  assuming  the  payment  of 
interest  on  the  first-mortgage  bonds;  making  all  slnkiug-fund  payments  in 
retiring  $1,200,000  of  those  bonds;  and  furnishing  at  his  own  expense  neces- 
sary additional  docks  and  wharves,  which  were  to  be  purchased  by  the  carrier 
at  the  termination  of  the  lease.  The  carrier,  in  consideration  of  the  fore- 
going, turned  over  to  the  lessee  two-thirds  of  the  gross  revenue  from  the  trans- 
portation of  ore  or  coal  passing  over  the  docks,  In  either  direction. 

On  September  6,  1897,  George  Hayden  and  James  H.  Hoyt,  counsel  and 
secretary,  respectively,  of  the  carrier,  caused  the  incorporation,  under  the  laws 
of  the  State  of  West  Virginia,  of  the  United  Dock  Company.  Its  capital  stock 
was  $50,000,  of  which  $500  was  issued  to  directors  and  $49,500  to  George  S. 
Russell  on  September  21,  1897,  in  consideration  for  his  transferring  his  interest 
in  the  lease  of  the  carrier's  docks  and  wharves  to  the  United  Dock  Company. 
The  stock  was  immediately  assigned  in  blank  and  delivered  to  W.  G.  Mather, 
the  president  of  the  carrier.  The  president  and  treasurer  of  the  carrier  were 
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also  elected  to  similar  positions  with  the  United  Dock  Company.  On  December 
31,  1912,  the  United  Dock  Company  discontinued  operating  the  property,  the 
purpose  for  which  it  was  organized  having  been  accomplished.  On  January  9, 
1913,  the  lease  was  canceled  and  the  assets  and  liabilities  of  the  United  Dock 


Company  were  taken  over  by  the  carrier  as  follows : 

Assets: 

Demand  note  against  the  carrier     $113,  750.  00 

Advances  to  the  carrier   787,  847.  76 

Total  ,  931,597.76 

Liabilities,  accrued  income  tax   1, 594,  28 

Net  assets   930,003.48 


During  the  period  of  the  lease  the  United  Dock  Company  furnished  the 
funds  for  the  retirement  of  the  $1,200,000  of  first-mortgage  6  per  cent  bonds  of 
1898  and  paid  $509,601.62  of  interest  on  these  bonds. 

The  total  capital  liability  of  the  carrier  is  $2,201,000.  all  of  which  is  out- 
standing, as  follows:  Capital  stock,  $1,000,000;  funded  debt,  $1,201,000;  total, 
$2,201,000. 

Capital  stock.— Capital  stock,  in  shares  of  $100  par  value  each,  was  issued  to 
the  amount  of  $1,000,000  to  George  Hayden  in  consideration  of  the  execution  of 
traffic  contracts  between  the  carrier  and  the  Cleveland-Cliffs  Iron  Company  and 
the  Pittsburgh  &  Port  Angeline  Iron  Company.  The  amount  was  charged  to 
investment  in  road  and  equipment,  but  in  June,  1913,  it  was  transferred  to 
profit  and  loss  as  "Discount  on  capital  stock."  It  is  all  outstanding,  held  by 
the  public. 

Funded  debt. — Funded  debt  has  been  issued  and  retired  as  follows: 


Issued 

Retired 

Outstand- 
ing 

First-  mortgage  •  per  cent  bonds  (1896)   

11,  200.  000.  00 

$1,200,000.00 
449,000.00 

63,756.25 
84.  000.00 
71,616.00 

American  Locomotive  Company  equipment-trust  6  per  cent 

1, 400,  000.  00 
63.756.25 

fri.  ota  oo 

71.016.00 
250. 000.  00 

$051,000 

Car-trust  5  per  cent  notes  

Ralston  steel  Car  Company  6  per  cent  car  notes  

Cleveland-Cuffs  Iron  Company  6  per  cent  car  notes  

290.000 

3.  059,  371  25 

1.  858,  372  25 

1,201,000 

First-mortgage  6  per  cent  bonds,  amounting  to  $1,200,000,  were  issued  under 
mortgage  dated  January  1,  1806,  and  maturing  January  1,  1926.  Tbese  bonds 
were  issued  at  par  for  cash  and  the  proceeds  applied  to  construction.  Expenses 
aggregating  $1,900  in  connection  with  the  issue  were  paid  in  cash.  The  entire 
issue  was  retired  between  1899  and  1910  for  $1,259,000  with  cash  furnished  by 
the  United  Dock  Company,  or  at  a  premium  of  $59,000. 

First-mortgage  6  per  cent  bonds,  amounting  to  $1,400,000,  were  issued  under 
mortgage  dated  February  1,  1911,  and  maturing  $70,000  per  annum  to  February 
1,  1931.  The  Cleveland-Cliflts  Iron  Company  and  the  Pittsburgh  and  Port 
Angeline  Iron  Company  acquired  these  bonds  at  par  for  cash,  and  the  proceeds 
were  applied  In  constructing  ore  dock  No.  2.  Of  these  bonds  $350,000  have 
been  retired  by  cash  payments  at  maturity  and  $99,000  at  a  premium  of  $990. 
Tbe  remaining  $951,000  are  outstanding,  held  by  the  public.  Expenses  in  con- 
nection with  this  issue  aggregating  $3,424.74  were  paid  in  cash. 
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Car-trust  5  per  cent  notes,  amounting  to  $84,000,  were  issued  under  agree- 
ment dated  March  1,  1005,  and  matured  serially  to  April  1,  1909.  They  were 
issued  at  par  in  part  payment  for  125  steel  ore  cars  and  were  all  retired  at 
maturity  by  cash  payments. 

Equipment-trust  6  per  cent  notes,  amounting  to  $53,750.25,  were  issued  under 
agreement  dated  September  11,  1909,  with  the  American  Locomotive  Company 
and  matured  serially  to  January  5,  1913.  They  were  issued  at  par  In  part 
payment  for  five  locomotives  and  were  all  retired  at  maturity  by  cash  payments. 

Six  per  cent  car  notes,  amounting  to  $71,616,  were  Issued  under  agreement 
dated  November  22,  1909,  with  the  Ralston  Steel  Car  Company,  of  Columbus, 
Ohio,  and  matured  serially  to  April  17,  1912.  They  were  Issued  at  par  in  part 
payment  for  100  steel  ore  cars  and  were  all  retired  at  maturity  by  cash  pay- 
ments. 

Six  per  cent  car  notes,  amounting  to  $250,000,  were  issued  on  December  28, 
1915,  to  the  Cleveland-Cliffs  Iron  Company  in  part  payment  for  400  steel  ore 
curs.  They  matured  serially  to  December  28, 1925,  and  are  all  outstanding,  held 
by  the  public,  at  date  of  valnation.  Expenses  in  connection  with  the  issue, 
aggregating  $50,  were  paid  in  cash. 

In  addition  to  its  capital  liabilities  the  carrier  secured  funds  for  construction 
and  corporate  purposes  through  issuing  short-term  notes  and  as  advances  from 
the  United  Dock  Company. 

Notes. — Short-term  and  demand  notes  aggregating  $926,033.89  were  issued  or 
assumed  subsequent  to  February,  1899,  for  the  following  considerations  • 

Cash     $879,633.33 

Property   42, 905. 00 

Miscellaneous   3, 495.  56 

Total   920,033.89 

Of  these  notes  $650,283.89  were  retired  at  maturity  by  cash  payments,  and 
the  note  for  $143,750,  issued  to  the  United  Dock  Company,  was  canceled 
when  that  company's  assets  and  liabilities  were  taken  over.  On  date  of  valua- 
tion $132,000  of  these  notes  were  outstanding  held  by  the  public. 

Advances. — The  United  Dock  Company  advanced  a  total  of  $787,847.76  in 
open  account,  which  account  was  canceled  when  that  company's  assets  and 
liabilities  were  taken  over  by  the  carrier. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  investment  in  road  and  equipment,  including  land,  on  date  of  valuation 
Is  stated  In  the  books  of  the  carrier  to  be  $3,750,400.34,  which  had  been  estab- 


lished as  follows: 

Expenditures  for  original  construction  $1,319,982.91 

Expenditures  for  extensions   614,068.61 

Expenditures  for  additions  and  betterments   1,355,142.57 

Equipment  obligations  issued  at  par  for  equipment   459, 372. 25 

Expense  of  funded-debt  issue   1, 900. 00 


Total   3,750,406.34 


The  above  total  includes  the  cost,  $361.25,  of  one  parcel  of  land  classified  by 
us  as  noncarrier  land.  Expenditures  for  additions  and  betterments  aggre- 
gating $189,250.50  were  charged  to  operating  expenses  by  the  carrier.   If  the 
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Item  of  expense  of  funded-debt  Issue  ($1,000)  and  the  cost  of  noncarrier  lands 
($361.25)  he  eliminated  and  the  item  of  $189,250.60  be  added,  the  total  of  this 
account  would  be  $3,037,455.50. 

ORIGINAL  COST  TO  DAT* 

The  recorded  outlay  In  the  property  of  the  carrier,  as  shown  by  lta  records, 


Is  as  follows : 
Outlay  In  money: 

Expenditures  for  original  construction   $1,310,082.01 

Expenditures  for  extensions   614, 088. 61 

Expenditures  for  additions  and  betterments  (so  recorded).  1,855,142.57 
Expenditures  for  additions  and  betterments  (charged  to 

operating  expenses)   189,  250.  50 


3,478,444  50 

Less  cost  of  noncarrier  land   361.25 


Total  outlay  in  money   3, 478, 083. 34 

Expenditures  for  equipment,  covered  by  equipment  obliga- 
tions at  par,  which  have  been  retired  by  cash   200, 372. 25 


3, 687, 816. 84 

Less  cost  of  noncarrier  land   361. 25 


Total  outlay  in  money   8, 687, 455.  59 

Outlay  In  securities,  equipment  obligations  Issued  at  par,  out- 
standing at  date  of  valuation   250, 000.  00 


Total  outlay   3,937,455.59 


The  above  amounts  do  not  include  the  cost  of  about  1  mile  of  track,  from 
the  south  end  of  the  Mineral  branch  to  the  Ogden  mines  or  of  one-half  the  cost 
of  about  8  miles  of  track  south  of  Negaunee,  Mich.,  known  as  the  Mineral 
branch,  that  Is  owned  jointly  with  the  Chicago  and  North  Western  Railway 
Company.  While  contract  for  the  purchase  of  these  lines  has  been  executed, 
the  agreed  purchase  price,  $20,057.60,  had  not  been  paid  as  of  date  of  valuation. 
The  land  on  which  these  tracks  are  luid  is  not  owned  by  either  company. 

Cott  of  lands. — The  carrier  reports  the  original  cost  of  all  lands  owned  on 
date  of  valuation  as  $203,118.08.  In  verifying  the  carrier's  returns  $141  has 
been  deducted  as  not  constituting  land  costs.  The  resulting  balance  of  $202,- 
977.08,  made  up  of  costs  supported  by  accounting  records,  may  be  classified  as 
follows : 

Lands  devoted  wholly  to  carrier  purposes,  owned  and  used,  costs 
supported  by  accounting  records  $202,615.83 

Lands  devoted  wholly  to  noncarrier  purposes,  owned,  costs  sup- 
ported by  accounting  records   361. 25 

Cott  of  machinery  and  equipment.— The  carrier  reports  the  cost  of  machinery 
and  equipment  owned  on  date  of  valuation  as  follows: 
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Unita 

Cost 

Roadway  items: 

I  f  A4l  / 1  irn  v»  ?n  ft  ^  r*i  t  n  AO 

16 

$1,  894 

39.  108 

8,697 

Shop  inQcliinor v 

Pnirnr.n In nt  mn/*riinnrv 

Equipment  items: 

10  j         49. 690 

20 
1.220 
4 
38 

1 

280,491 
894.493 
11,013 
22,853 
275 

Miscellaneous  equipment 

i.m 

1,218.125 

Iii  verifying  the  carrier's  returns  the  following  additions  and  deductions  were 
made:  One  unit,  reported  by  the  carrier  as  work  equipment,  with  costs  of  $300, 
has  been  classified  by  us  as  a  roadway  machine.  The  carrier's  returns  for 
account  37,  Roadway  Machines,  includes  $211.39,  which  has  been  deducted  by 
us,  as  same  represents  one-half  the  cost  of  three  units  owned  jointly  with  the 
Munlsiug,  Marquette  and  Southeastern  Railway  Company.  The  return  for 
roadway  machines  did  not  include  $1.12,  representing  the  difference  between 
amount  reported  as  cost  and  amount  actually  paid,  which  has  been  added  by  us. 

After  making  the  above  adjustments,  the  result  of  a  check  of  the  costs  re- 
ported is  as  follows: 


Cla*. 

Units 

Costs  sup- 
ported by 
accounting 
records 

Estimates 
of  carrier 

Roadway  items: 

Rod' J  way  machines.. .                 — ....    — — 

17 

$1,231.73 
22.  817.  05 
6, 180.  70 

$762.  00 
10.  490  95 

2. 61  n.  30 

17 

19,  759  25 

Equipment  items: 

20 

284,347.00 
894. 493. 00 
11.013.00 
13,604.00 

6,144.00 

1.225 

37 

9,049.00 
275.  00 

1 

1,288 

1.  203,  357.  00 

14.  4S8.  00 

LEASED  RAILWAY  PROPERTY 

The  following  statement  and  summary  shows  the  property  of  other  companies 
used  by  the  carrier,  together  with  the  terms  of  the  various  leases  and  the  rent 
accrued  for  the  fiscal  year  ended  on  date  of  valuation : 
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South  of  Isbpeming,  Mich.,  7.60  miles.. 
South  of  Isbpeming.  Mich.,  2.37  miles.. 


Marquette,  Mich.,  to  West  Yard,  3.76 
miles. 

South  of  Ishpeming,  Mich.,  4.05  miles.. 


Mich.,  3.77  miles  

Mich.,  2.37  miles  


C 
The 


Munisfng,' Marquette  St  Southeastern  Railway 
Company. 

Chicago  and  North  Western  Railway  Company; 
The  Dulutb,  South  8bore  St  Atlantic  Railway 
Company. 

Chicago  and  North  Western  Railway  Company 
and  Cleveland-dins  Iron  Company. 

Chicago  and  North  Western  Railway  Company, 
Cleveland-Cliffs  Iron  Company,  and  The  Du- 
luth,  South  shore  St  Atlantic  Railway  Com- 


Ishpemlng,  Mich.,  0.09  miles. 


Cic 


panv. 
levoland- 


Cliffs  Iron  Company. 


011.63 


STATEMENT  OF  INCOME 


For  year  ended  on  date  of  valuation  and  for  period  August  12,  1806,  to  date 
of  valuation. 


Year 


Operating  Income: 

Railway  operating  revenues.. 


Net 


income: 


Income  from  leased  road  (ore  dock) —   

Miscellaneous  rent  income  

Income  from  unfunded  securities  and  accounts. ... 
Mifcellanoous  i 


Total  

Gross  Income. 


Deductions  from  gross  ir 

Hire  of  equipment  

Joint-facility  rents  

Miscellaneous  rents  

ton  funded  debt.... 
:on  unfunded  debt. 


$799,038.68 
471,622.70 

$4,821,184.76 
4,007,655.31 

328,316.70 
38,615.03 

813,  520.  45 
464,396.93 

289,  TOO.  76 

349, 132.  62 

16.010.80 

121,207.70 
157. 65tt  00 
7,667.65 
18,465.44 
1,638.22 

L  707. 63 
1.182.11 
043.03 

20,744.47 

306,600.10 

310,443.23 

655,731.62 

6,934.26 
6, 363.  38 
90.00 
66,034.11 
3,229.22 

5.034.  25 
48,188.5« 
180.00 
844.591.11 
36,427.46 

81.66a  06 

435,321.38 

228,704.27 

220.4HX24 

228.704.27 

220,410.24 

During  the  period  May  1,  1897,  to  December  31, 1912,  two-thirds  of  the  revenue 
from  ore  and  coal  shipments  and  the  entire  expense  of  operating  the  carrier's 
ore  and  coal  docks  were  assigned  to  the  United  Dock  Company.  The  United 
Dock  Company's  Income  was  recorded  as  follows: 
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Operating  Income: 

Total  operating  revenues  $4, 516, 267.  84 

Total  operating  expenses   1, 182, 109.  56 

 $3,  334, 096. 28 

Income  taxes   5, 543. 18 


Gross  income—   3, 328,  555. 10 

Deductions  from  gross  income : 

Rent  paid  the  carrier  $157, 650. 00 

Interest  on  carrier's  first-mortgage  6  per  cent 

bonds   509,601.62 

Interest  on  loans   2,300.00 

Premium  retiring  carrier's  first-mortgage  6  per 
cent  bonds   59,  000. 00 


728,  551.  62 


Net  total   2,600,003.48 

Disposition  of  net  income: 

Dividends    470,000.00 

Funds  furnished  to  retire  first-mortgage  6  per  cent  bonds 

of  the  carrier   ___  1, 200, 000. 00 

Total  appropriations   1,670,000.00 


Balance  to  credit  of  profit  and  loss   930, 003. 48 

To  whom  the  dividends  of  $470,000  were  paid  is  not  of  record.  The  receipt 
thereof  is  not  recorded  by  the  carrier.  As  shown  above,  the  interest  on  the  first- 
mortgage  6  per  cent  bonds  of  the  carrier  during  the  period  of  the  ore-dock  lease 
was  paid  by  the  United  Dock  Company  and  included  as  a  debit  to  the  income 
account  and  was  not  Included  in  the  income  account  of  the  carrier.  The 
United  Dock  Company  also  paid  the  premium  of  $59,000  In  the  retirement  of 
the  first-mortgage  bonds  of  the  carrier.  During  the  period  1898  to  1909,  ex- 
penditures for  additions  and  betterments  aggregating  $189,250.50  were  included 
in  operating  expenses. 

Pro/It  and  lots. — An  analysis  of  the  profit  and  loss  account  of  the  carrier 
follows : 
Credits: 

Credit  balance  transferred  from  income   $220,  410. 24 

Funds  furnished  by  United  Dock  Company  to  retire  first- 
mortgage  6  per  cent  bonds   1, 200. 000. 00 

Advances  by  United  Dock  Company  canceled   787,847.76 

Note  to  United  Dock  Company  canceled   143, 750. 00 

Miscellaneous  credits   68, 717. 87 


Total   _    2,  420, 725. 37 

— 

Debits: 

Stock  discount  extinguished   1,000,000.00 

Loss  on  retired  road  and  equipment   261,523.98 

Tax  liability  of  United  Dock  Company  assumed   1,  594. 28 

Miscellaneous  debits   640.00 

Total     1,263.  758-26 

Credit  balance   1, 156, 967. 11 
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ANALYSIS  OF  METHODS  FOB  DFTERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First*  the 
investment  in  a  stock  of  material  and  supplies ;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  In  any  particular 
period  usually  lag  behind  the  expenses  Incurred  for  the  service  within  tbat  par- 
ticular period,  the  amount  of  cash  working  capital  of  this  sort  needed %  for 
operating  purposes  Is  the  amount  by  which  the  matured  operating  expenses 
exceed-  that  part  of  the  accrued  revenues  applicable  to  operating  expenses  which 
has  been  collected,  has  reached  the  treasury,  and  has  become  available  for 
paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owuera  or  secured  in  part,  on  occasion,  through  bank  loans  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practical  way  to  determine  the  portion  of  expenses  for  service  In  any 
period  tbat  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  tbat  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating 
expenses  will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration  has 
been  given  to  tbo  requirements  in  the  way  of  a  stock  of  material  and  supplies. 
The  factors  affecting  cash  working  capital  are  as  follows :  The  relative  amount 
of  revenue  from  the  various  classes  of  service,  the  elapsed  time  from  the 
beginning  of  such  service  to  the  receipt  in  the  treasury  of  the  revenues  for 
the  service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty 
cars  to  the  point  of  loading,  the  time  consumed  In  loading,  and  the  time  the 
receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges  collected 
at  destination,  in  addition,  the  time  for  movement  under  load,  the  time  con- 
sumed in  unloading,  and  the  credit  period  for  payment  of  charges ;  the  relative 
amount  of  operating  expenses  for  various  purposes ;  and  the  elapsed  time  from 
the  beginning  of  the  accrual  of  such  respective  expenses  to  the  time  when  they 
must  be  paid.  The  factors  in  most  cases  represent  the  experience  of  all  Class  I 
carriers  and  in  a  few  cases  consist  of  specially  assembled  data  from  the  expert- 
ence  of  territorially  scattered  carriers  that  represent  over  40  per  cent  of  the 
operating  expenses  of  all  Class  I  carriers.  For  material  and  supplies  con- 
sideration has  been  given  to  the  average  book  value  of  the  stock  carried  by  all 
Class  I  and  Class  II  carriers  on  June  30,  for  the  years  1914-1016,  and  to  the 
fact  that  some  part  of  this  stock  is  held  for  additions  and  betterments  and  new 
construction  and  that  some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  o[>erating  working  capital,  including  ensh  advanced  to 
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anticipate  revenues,  cash  on  hand,  and  investment  In  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  Is  given, 
bo  far  as  data  obtainable  from  reports  on  file  with  the  commission  apply, 
10  the  difference  between  the  factors  applicable  to  those  roads  and  the 
average  of  factors  applicable  to  all  roads  as  a  whole,  as  hereinbefore  men- 
tioned. These  differences  are  in  respect  to  the  relative  amount  of  revenues 
from  passenger  and  freight  service,  and  the  average  haul  of  freight  au*l  the 
ratio  between  empty  and  loaded  car  movement  in  their  effect  upon  the  elapsed 
'.ime  before  the  revenues  from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  In  the  value  found  for  common-carrier  p/operty. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  cause*  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  he  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  tUose 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's 
common-carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  on  hand.  In  such  cases  the  value  found  for  working  capital 
fs  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
luring  the  period  of  one  year  preceding  date  of  valuation,  it  is  found  that 
the  working  capital  used  for  common-carrier  purposes  during  that  period 
averaged  11.05  per  cent  of  the  annual  operating  expenses.  Applying  that 
percentage  to  the  annual  operating  expenses  as  of  date  of  valuation,  deter- 
mined to  be  $471,550,  according  to  the  trend  of  operating  expenses  during  the 
preceding  five  years,  it  is  found  that  the  working  capital  used  for  otnmon- 
carrier  purposes  on  date  of  valuation  is  $56,350. 
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Valuation  Docket  No.  541 

LOUISVILLE,  NEW  ALBANY  &  CORYDON  RAILROAD 

COMPANY 


Submitted  July  22,  1925.   Decided  September  13,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Louisville,  New 
Albany  &  Corydon  Railroad  Company,  owned  and  used  for  common-carrier 
purposes,  found  to  be  $121,635,  as  of  June  30,  1017. 

Report  of  the  Commission 

Division  1,  Commissioners  Meyer,  Aitciiison,  and  Lewis 

By  Division'  1 : 

The  Louisville,  New  Albany  &  Corydon  Railroad  Company,  here- 
inafter called  the  carrier,  is  a  corporation  of  the  State  of  Indiana. 
It  owns  and  operates  a  single-track  standard-gauge  steam  railroad 
extending  from  Corydon  Junction,  Ind.,  to  Corydon,  Ind.,  a  distance 
of  8.665  miles.   It  also  owns  0.770  mile  of  yard  tracks  and  sidings. 

By  our  order  of  May  11,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30,  1917,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of  valua- 
tion  date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  value  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  September  13, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  Indiana,  and  the  Public  Service  Commission 
of  Indiana ; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Louisville,  New  Albany 
&  Corydon  Railroad  Company  as  of  June  30, 1917 : 

Location  and  general  description  of  property. — The  railroad  of 
the  Louisville,  New  Albany  &  Corydon  Railroad  Company,  herein- 
after called  the  carrier,  is  a  single-track  standard -gauge  steam  rail- 
road, extending  from  a  connection  with  the  line  of  the  Southern 
Railway  Company  at  Corydon  Junction,  to  Corydon,  Ind.,  a  distance 
of  8.665  miles.  The  company  also  owns  0.770  mile  of  yard  tracks 
and  sidings.  Its  road  thus  embraces  9.435  miles  of  all  tracks,  all  of 
which  it  uses. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $245,000  in  capital  stock 
and  long-term  debt,  of  which  $145,000  represents  common  stock  and 
$100,000  funded  debt. 

Results  of  corporate  operations. — For  the  period  from  1903  to  date 
of  valuation,  the  aggregate  railway  operating  expenses  have  been 
60.3  per  cent  of  the  railway  operating  revenues.  During  the  period 
of  10  years  preceding  date  of  valuation,  cash  dividends  have  been 
declared  during  the  years  1910  to  1915,  averaging  for  the  entire 
period  1.2  per  cent  per  annum  on  the  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable. 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the 
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books  of  the  carrier  as  $247,240.10.  An  analysis  of  this  amount  can 
not  be  given,  as  the  accounting  records  are  not  obtainable.  The 
amount  may  include  certain  charges  for  noncarrier  lands. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  owned  and  used  by  the  carrier  for  common- 
carrier  purposes,  are  $143,490  and  $111,317,  respectively.  These 
amounts,  classified  in  conformity  with  the  classification  of  expendi- 
tures for  road  and  equipment  as  prescribed  by  us,  are  shown  in  the 
summary  sheet  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  ar.d  uses 
for  common-carrier  purposes  61.66  acres  of  lands.  The  total  origi- 
nal cost  of  these  lands  can  not  be  ascertained,  as  the  necessary 
records  are  not  obtainable.  Data  on  their  original  cost  will  be 
found  in  Appendix  2.  The  present  value  of  these  lands  is  found 
to  be  $5,137.15. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  and  holds  for  noncarrier  purposes  40.04 
acres  of  lands.  The  total  original  cost  of  these  lands  can  not  be 
ascertained,  as  the  necessary  records  are  not  obtainable,  but  the 
original  cost  of  a  portion  of  them,  so  far  as  supported  by  accounting 
records,  is  $2,175.  Other  data  on  their  original  cost  will  be  found 
in  Appendix  2.  The  present  value  of  the  40.04  acres  of  noncarrier 
lands  is  found  to  be  $1,639.35.  The  investment  of  the  carrier  in 
miscellaneous  physical  property  is  stated  in  its  records  at  $3,292.  An 
analysis  of  this  amount  can  not  be  given,  due  to  lack  of  records.  The 
carrier  owns  and  holds  cash  on  hand  and  material  and  supplies 
in  the  amount  of  $9,551.  Of  this  amount,  $1,635  is  necessary  for 
its  use  as  working  capital  and  that  sum  is,  therefore,  included  in 
the  final  value  stated  elsewhere  in  this  report.  The  remainder, 
$7,916,  is  owned  and  held  by  the  carrier  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  carrier  and  included  in  the  preceding  statements  of 
lands  owned,  the  following  were  acquired  through  aids : 


Classification 

Acres 

Present  value 

3.84 
0.82 

moo 

41  OA 

The  above  lands  were  acquired  through  deeds  reciting  merely  nomi- 
nal considerations.  Their  value  at  the  time  acquired  can  not  be 
determined. 
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Material  and  supplies. — The  book  value  of  material  and  supplies 
on  hand  on  date  of  valuation  is  shown  in  the  carrier's  records  as  $295. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  here  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  owned  and  used,  devoted  by 
it  to  common-carrier  purposes,  is  found  to  be  $121,635.  The  sum  of 
$1,635  is  included  in  the  value  above  stated  on  account  of  working 
capital,  including  material  and  supplies.  No  other  values  or  elements 
of  value  to  which  specific  sums  can  now  be  ascribed  are  found  to 
exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  the  cost  of  reproduction  less  depreciation  above  set  forth, 
in  conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  his- 
tory and  organization  of  the  present  and  predecessor  corporations; 
moneys  received  by  reason  of  issues  of  stocks,  bonds,  and  other  se- 
curities, together  with  the  syndicating,  banking,  and  other  financial 
arrangements  attending  their  issue;  the  net  and  gross  earnings;  a 
statement  of  the  expenditures  of  moneys  accompanied  by  a  statement 
of  the  purposes  thereof ;  the  development  of  fixed  physical  property ; 
investment  in  road  and  equipment ;  the  cost  of  lands,  rights  of  way, 
and  terminals;  the  general  balance  sheet  statement;  and  other  perti- 
nent information.  Appendix  3  is  a  statement  of  the  method  for  de- 
termining working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,108  which  is  hereby  made  a  part  hereof,  for  a  statement  of 
the  methods  employed  and  of  the  reasons  for  the  differences  between 
the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  operates, 
give  the  details  respecting  the  figures  here  reported,  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  in- 
spection, and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 
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APPENDIX  1 


PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  country  traversed  by  this  railroad  Is  level.  The  soil  is  sandy  loam. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  principal  products  of  the  country  traversed  by  this  road  are  those  of 
the  farm. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

Grading. — The  grading  is  light,  averaging  about  8,700  cubic  yards  to  the 
mile.  About  17  per  cent  of  the  excavation  Is  solid  rock  and  46  per  cent  Is 
loose  rock. 

Rail. — The  rail  used  on  this  railroad  varies  from  40-pound  to  80-pound  and 
is  all  re-lay.  Most  of  the  rail  is  56-pound. 

EQUIPMENT 

The  carrier  owns  and  uses  two  steam  locomotives,  two  passenger-train  cars, 
and  one  unit  of  work  equipment. 


ENGINEERING  AND  GENERAL  EXPENDITURES 


Engineering  has  been  estimated  at  3.5  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction 
bas  been  estimated  for  one-half  the  construction  period  of  six  months,  plus 
three  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  three  months  at  6  per  cent  per  annum. 

SUMMARY 

Wholly  owned  and  used 


I 

i 
9 

m 
:; 


►<1 


Engineering 
Qrodlng 

Bridges,  trestles,  and  culverts 

Ties  

Ralls  

Other  track  material  

Ballast  

Tracklayiog  and  surfacing 
.  and 

and  office  buildings. 


KDJicninery  • 
Total,  t,  and  3  to  47,  inclusive. 


$1.0.- 'i 

32,  I'M' 

IS,  W2 
V.K  ^S 
;t,Ml 

!>,  W7 

h.  rm 

H!() 
6.  :S24 
*4 
M.1 
100 
2,710 
U4 
110 
3'24 


119.  9.11 


$1, 

32,  O'jH 
0,047 
7,847 
17.717 
A  «71 
M*0 
10,  W) 
5*7 
3,  W-l 
SO 
447 
SO 
2,141 

ior. 

S5 
165 
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Wholly  owned  and  used— Continued 


CryBt  /if 
I.  OSl  Ol 

reproduc- 
tion new 

Cost  of 
rcpronuc— 
Hod  less 
deprrcia- 

tlOD 

$12,300 

$7. 348 
2,2*4 
183 

17,  WO 

9.  79.*5 

I.Ti* 

1,457 

:»,  105 

7 1  ll 

4,  V>2 

143,  iW 

111,317 

Ac- 


61 
54 

57 


71 
72 
73 
74 

7.<, 
77 
7fi 


n  KQtirKEST 


Strain  locomotives.  . 
Passenger-train  cars. 


Total,  51  to  58,  inclusive. 


Organization  expenses  

General  officers  and  clerks  

IjHW   

Stationery  And  printing  

Taxes   

Other  expenditures,  general.. . 


;pendltures,  i 
during  const 

Total.  71  to  77.  inclusive  

Grand  total.  1,  and  3  to  77.  Inclusive.. 


APPENDIX  2 


INTRODUCTION 


The  carrier  is  a  corporation  of  the  State  of  Indiana,  having  its  principal 
office  at  Corydon,  Ind.  It  does  not  maintain  general  books  of  accounts.  The 
accounting  data  in  this  report  are  taken  from  Its  reports  filed  with  us  for 
the  period  from  1883  to  date  of  valuation  except  the  year  1891  and  from  its 
minute  book.  Although  the  carrier  did  not  acquire  title  to  its  property  until 
July  10,  1888,  the  records  reviewed  indicate  that  it  began  the  operation  thereof 
on  April  28,  1888.  The  records  reviewed  do  not  indicate  that  the  carrier  Is 
controlled  by  any  individual  or  corporation,  nor,  on  the  other  hand,  that  it 
controls  any  other  common-carrier  corporations.  The  property  of  the  ca trier 
has  been  operated  by  its  own  organization  from  the  date  it  acquired  possession 
of  the  original  7.70  miles,  April  28,  1888,  to  date  of  valuation. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  April  28,  1888,  under  the  general  laws  of  the 
State  of  Indiana  for  the  purpose  of  acquiring  the  property,  rights,  and  fran- 
chises of  the  Louisville,  New  Albany  &  Corydon  Railway  Company,  which 
was  done.  The  latter  company  was  incorporated  April  30,  1881,  under  the 
general  laws  of  the  State  of  Indiana.  Its  property,  rights,  and  franchises 
were  sold  at  foreclosure  on  December  10,  1887,  and  conveyed  by  deed  dated 
February  29,  1888,  to  a  trustee,  who  reconveyed  the  property  to  the  carrier  by 
deed  dated  July  10,  1888.  The  date  of  organization  of  the  carrier  was  April 
28.  188a 

DEVELOPMENT  OF  FIXED  PHT8ICAL  PROPERTY 

The  owned  mileage  of  the  carrier,  8.665  miles,  was  acquired  partly  by  con- 
struction and  partly  by  purchase.  The  years  when  the  various  portions  of 
the  line  were  constructed  and  the  manner  in  which  the  carrier  acquired  the 
property  are  indicated  in  the  following  statement : 
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Recorded 
mileage 

Acquired  by  construction,  constructed  by  the  carrier  on  right  of  way  acquired  from  its  pred- 
ecessor, Corydon  to  Kings  Cave,  Irjd  ,  date  not  ascerlainable  from  records  reviewed  

Acquired  by  purchase  from  the  I-ouisville,  New  Albany  &  Corydon  Railway  Company, 
July  10,  18X8,  constructed  by  that  company,  Corydon  Junction  to  Corydon,  Ind.,  prior 

3.00 

7.70 

10.70 
2.035 

Lew  mileage  abandoned,  previously  acquired  by  construction    

Mileage  Inventoried  as  of  date  of  valuation  

8.6C5 

The  records  reviewed  do  not  Indicate  whether  the  construction  work  per- 
formed for  the  carrier  was  done  under  contract  or  by  company  forces. 


HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  records  re- 
viewed do  not  indicate  that  the  carrier  had  any  syndicating  arrangements  In 
connection  with  the  issuance  of  its  securities.  The  carrier  has  issued  its  securi- 
ties and  Incurred  other  Indebtedness  under  conditions  and  for  considerations 
described  in  detail  in  the  paragraphs  of  this  section  devoted  to  capital  stock, 
long-term  debt,  and  other  obligations. 

Capital  stock  and  long-term  debt. — The  reports  filed  by  the  carrier  with  this 
commission  for  the  period  1888  to  date  of  valuation  indicate  that  it  has  issued 
capital  stock  and  long-term  debt  aggregating  $245,000  par  value,  all  of  which 
are  actually  outstanding.   The  details  are  summarized  in  the  following  table : 


Class 

Issued  and 
actually 
outstand- 
ing 

Stock,  capital  stock,  par  value,  comm 
LoDK-tena  debt,  funded  debt,  par  va 

$145,000 
100.000 

tie  

345.000 

Capital  stock. — The  authorized  capital  stock  of  the  carrier  is  $150,000  par 
value,  divided  into  shares  of  $100  par  value  each,  all  of  which  Is  classified  as 
common  stock.  Of  the  authorized  amount  $145,000  has  been  issued  and  is 
actually  outstanding.  The  reports  filed  by  the  company  with  this  commission 
state  that  its  "  capital  stock  of  $145,000  par  value  was  issued  at  par  in  con- 
sideration for  the  property  of  its  predecessor." 

Funded  debt. — The  carrier  issued  first-mortgage  6  per  cent  bonds,  dated  May 
1, 1888,  due  May  1,  1918,  in  the  par  value  of  $100,000,  all  of  which  are  actually 
outstanding.  The  considerations  passed  in  connection  with  the  issuance  of 
these  bonds  can  not  be  definitely  ascertained.  However,  the  reports  filed  by 
the  carrier  with  us,  and  its  minute  book  state  that  its  first-mortgage  6  per 
cent  bonds  were  issued  for  the  purposes  stated  below : 

"Payments  of  liabilities  of  the  carrier  and  the  extension  of  its  road 

to  Kings  Cave  "  $50,000 

"To  retire  notes  and  matured  interest  coupons  (discount  $12,380)." 

This  includes  one  bond  issued  after  reacqulrement  thereof   51,000 

Total  101, 000 

Less  "bond  reacquired  ($250  less  than  par  value )"__  _  1,000 
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Short-term  notes. — The  reports  filed  by  the  carrier  with  us  state  that  "it 
issued  $47,300  par  value  of  short-term  notes  to  secure  cash  for  the  extension 
of  its  road  to  Kings  Cave  and  to  purchase  additional  equipment."  All  of  the 
above  notes  have  been  retired  but  the  consideration  given  therefor  were  not 
ascertainable  from  the  records  obtained. 


ULTS    OF   COBPOBATE  0PKBATI0N3 


The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  from  1903  to  date  of 
valuation,  as  taken  from  the  reports  filed  by  the  carrier  with  us  follows. 


Year 


Period 


vjpcnii llifk  iIjOUITjC 

Railway  operating  revenues  

Rallwny  operating  expenses   

Net  revenue  from  railway  operations.. 


Totnl  operating  income   

Nonoporatlng  Income,  miscellaneous  income. . . 

Gross  Income  

Deductions  from  pross  income: 
Interest  on  funded  debt...  


$2f.,  S47.  27 
IT.  :m.  46 

9.447.81 
1,897  61 


$S24.  850.  04 
3lt..(U).*l 

208,  23S.  83 
30.O4ZS8 


Interest  on  unfunded  debt 
Mlscellaneous-in< 


Total. 


7,  SHI.  20 


7.  SHI.  20 


6.  000.  00 


ITS.  m.  25 

a.  csj.  08 

1*1.  677.  M 


115.23Z00 
16,  »iA».  40 
127.62 


Net  Income. . 


Disposition  of  net  income; 

Dividend  appropriations  of  income.. ... ._  -  _ 

Income  appropriated  for  investment  in  physical  proiwiy. 
Expenditures  for  additions  and  betterments  


Total      

Income  credit  balance  transferred  to  profit  and  loss.. 


fi.  OIXi.  00  i  132,350.  11 
1.550  20       49,  5 IS.  22 


17.  400  00 

10,  547.  10 
3.VS,  23 

2S.  305.  33 


l.SHl.JO;  21.212.89 


Profit  and  loss  statement. — The  credit  balance  In  the  profit  and  loss  account 
of  the  carrier  is  stated  in  Its  report  to  this  commission  as  of  date  of  valuation 
as  $1,251.18,  an  analysis  of  which  could  not  be  obtained. 

Dividends. — The  reports  of  the  carrier  to  us  state  that  during  the  period 
from  1010  to  1015  it  declared  dividends  aggregating  $17,400,  all  of  which 
have  been  charged  to  the  Income  account.  The  records  reviewed  do  not 
indicate  that  any  of  the  dividends  declared  were  payable  otherwise  than 
in  cash.  The  dividends  declared  have  been  at  the  rate  of  3  per  cent  for 
the  years  1011  and  1012,  and  1.5  per  cent  for  the  other  years. 

INVESTMENT  IN  BO  AD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  Including  land,  Is 
Atated  in  its  report  filed  with  this  commission  for  the  year  ended  at  date 
of  valuation  as  $247,240.10.  A  general  analysis  of  this  amount  can  not 
I  e  given,  for  the  reason  that  the  accounting  records  were  not  obtained 
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The  above  amount  may  Include  some  or  all  of  the  undetermined  cost  of 
certain  lands  classified  herein  as  noncarrier.  The  carrier  has  made  charges 
to  its  miscellaneous  physical  property  account  in  the  amount  of  $3,202,  hut 
it  can  not  be  ascertained  from  the  records  obtained  what  these  charges  repre- 
sent. Therefore,  it  is  not  known  whether  any  of  the  lands  classified  herein 
as  noncarrier  are  represented  in  its  miscellaneous  physical  property  account, 
nor,  on  the  other  baud,  to  what  extent,  if  any,  lands  represented  in  that 
account  are  classified  herein  as  carrier.  The  cost  of  the  above  lands,  so 
:ar  as  they  are  indicated  by  accounting  records,  together  with  certain  amounts 
reported  by  the  carrier  as  costs  of  such  lands  but  which  are  not  supported 
in  the  accounts,  are  stated  in  the  paragraphs  devoted  to  "cost  of  lands"  in 
tLe  section  on  M  original  cost  to  date." 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained,  owing  to  the  absence  of  accounting  records  of  the  carrier  and  its 
predecessor,  the  Louisville,  New  Albany  &  Corydon  Railway  Company. 

Cost  of  lands— The  carrier  reports  amounts  aggregating  18,938.75  as  the 
outlays  by  itself  and  its  predecessor  in  connection  with  lands  owned  or  used  by 
it,  including  noncarrier  lands.  A  verification  of  the  amounts  indicates  that  the 
reported  outlays  should  be  reduced  by  $2,025,  as  detailed  below : 

Deductions : 

Casta  reported  for  lands  not  owned  $1.  025 

Overstatement  of  costs    100 

Total      2,  025 

The  returns  made  by  the  carrier  include  certain  lands  for  which  nominal 
deed  considerations  only  are  reported  and  certain  lands  held  by  adverse  pos- 
session. The  amounts  reported  by  the  carrier  as  costs  for  the  remaining  lands 
owned,  after  making  the  changes  noted  above,  are  made  up  in  part  of  costs 
supported  %  by  accounting  records  and  in  part  of  substantial  considerations 
named  in  deeds,  which  it  returned  as  costs,  but  which  are  not  supported  by 
accounting  records.    These  amounts,  classified  according  to  the  classification 


herein  of  the  lands  to  which  they  apply,  are  summarized  as  follows: 

Classification 

Costs 
supported 

accounting 
records 

Amounts 
not  sup- 
ported by 
accounting 
records 

Lands  classified  as  carrier,  owned  and  used    

$2,  Ml  73 
3,176,00 

Lands  classified  as  noncarrier,  owned.—   

"tt  174.66" 

All  of  the  above  lands  are  located  in  the  State  of  Indiana. 

Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and  uses 
Ave  units  of  equipment,  four  roadway  machines,  and  certain  machinery,  with 
costs  aggregating  $16,611.67.  A  verification  of  the  returns  of  the  carrier 
Indicates  that  the  costs  should  be  reduced  by  $255.73,  due  to  overstatement  of 
costs  reported  for  passenger-train  cars.  After  making  the  change  noted  above 
and  classifying  the  returns  according  to  the  classification  herein  of  the  property 
to  which  they  apply,  the  revised  returns  are  summarized  as  follows : 
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Classification 

• 

1"  nits 

Costs  sup- 
ported by 
accounting 
records 

Costs 
estimated » 

Machinery: 

4 

$121.  00 

Total 

1 

Equipment: 

2 
2 
1 

$10. 740.  82 
4, 944.  27 

303.00 

Passenger-train  cars.  

Total  

5 

IS,  099.00 

>  Amounts  estimated  by  the  company  or  otherwise  not  supported  by  aocountinR  records. 


MISCELLANEOUS  PHYSICAL  PROPERTY 

The  investment  of  the  carrier  in  miscellaneous  physical  property  as  stated 
in  its  report  filed  with  as  as  of  date  of  valuation  Is  $3,292.  A  general  analysis 
of  this  amount  can  not  be  given  for  the  reason  that  the  accounting  records 
were  not  obtained.  There  have  been  classified  herein  as  noncarrier  certain 
parcels  of  land  reported  by  the  carrier.  A  summary  of  the  costs  reported  by 
the  company  as  applying  thereto,  with  revisions  made  as  previously  explained, 
is  stated  in  the  paragraphs  devoted  to  the  cost  of  lands  in  the  section  on 
original  cost  to  date.  The  portion  of  such  costs  that  are  included  or  would 
be  includible  in  the  miscellaneous  physical  property  account  has  not  been  indi- 
cated by  the  records  reviewed. 

AIDS,  OUTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  no  aids,  gifts,  grants,  or  donations  were  received 
by  it  or  its  predecessor  and  none  were  found  of  record.  The  report  of  the 
carrier  upon  the  costs  of  its  lands  shows  that  certain  lands  were  acquired  by 
it  or  its  predecessor  through  deeds  which  recite  merely  nominal  considerations. 
Since  the  records  do  not  indicate  that  any  actual  payment  was  made  in  the 
acquisition  of  these  lands,  they  have  been  herein  designated  as  apparent  aids. 

MATERIAL  AND  SUPPLIES 

The  investment  of  the  carrier  In  material  and  supplies  is  stated  in  its  report, 
filed  with  us  as  of  date  of  valuation,  as  $295. 

GENERAL  BALANCE  8HEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  ns  follows: 

ASSETS 

UJtcM  111 -I LIB  • 

Investment  in  road  and  equipment  $247,240.10 

Miscellaneous  physical  property   3.292.00 


Total     250,  532. 10 
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Current  assets: 

Cash     $9,256.45 

Set  balance  receivable  from  agents  and  conductors   733.31 

Miscellaneous  accounts  receivable   1,661.01 

Material  and  supplies.    _._  295.00 

Total   11, 945.  77 

Grand  total     ___  _  202.477.87 

LIABILITIE8 

Stock,  capital  stock   145,000.00 

Long-term  debt,  funded  debt  unmatured   100,  000. 00 

Current  liabilities : 

Traffic  and  car-service  balances  payable   3, 029. 17 

Unmatured  interest  accrued   1,000.00 

Total   4, 629. 17 

Unadjusted  credits,  accrued  depreciation,  equipment   1,050.42 

Corporate  surplus: 

Additions  to  property  through  income  and  surplus   10, 547. 10 

Profit  and  loss,  credit  balance    1,251.18 

Total       11,798.28 

Grand  total   202.477.87 


Louisville,  Nkw  Albany  &  Cobydon  Railway  Company,  Pbedecesbor  of  the 

Carries 

No  accounting  records  of  the  Louisville,  New  Albany  &  Corydon  Railway 
Company  were  obtained.  Therefore  no  information  can  be  given  from  its  ac- 
counts regarding  its  financial  dealings,  corporate  operations,  or  investments. 
The  records  reviewed  do  not  indicate  whether  the  Louisville,  New  Albany  & 
Corydon  Railway  Company  was  controlled  by  any  individual  or  corporation  on 
the  date  of  sale,  nor,  on  the  other  hand,  whether  it  then  controlled  any  other 
common-carrier  corporations.  No  definite  information  could  be  obtained  from 
the  records  reviewed  regarding  the  operation  of  the  property  of  ttois  company 
during  its  corporate  life.  The  Louisville,  New  Albany  &  Corydon  Railway  Com- 
pany owned  on  the  date  of  sale  7.70  miles  of  single-track  standard-gauge  steam 
railroad  extending  from  Corydon  Junction  to  Corydon,  Ind.,  which  was  ac- 
quired by  construction.  It  is  not  known  whether  the  construction  work  waa 
performed  by  the  forces  of  the  company  or  by  contract.  Further  details  with 
respect  to  the  construction  of  this  property  are  given  in  the  section  on  de- 
velopment of  fixed  physical  property  in  the  report  on  the  carrier. 

APPENDIX  3 

ANALYSI8  OF  METHODS  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  srcond,  the  cash  necessary 
'°  pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
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time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  Inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expense* 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  mot 
from  maturing  revenues  from  that  service  a  proportion  thnt  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating 
expenses  will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet, 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.  The  factors  affecting  cash  working  capital  are  as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  movement 
of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the 
time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges 
collected  at  destination ;  In  addition,  the  time  for  movement  under  load,  the  time 
consumed  in  unloading,  and  the  credit  period  for  payment  of  charges;  the 
relative  nmount  of  operating  expenses  for  various  purposes ;  and  the  elapsed 
time  from  the  beginning  of  the  accrual  of  such  respective  expenses  to  the 
time  when  they  must  be  paid.  The  factors  in  most  cases  represent  the 
experience  of  all  Class  I  carriers  and  in  a  few  cases  consist  of  specially 
assembled  data  from  the  experience  of  territorially  scattered  carriers  that 
represent  over  40  per  cent  of  the  operating  expenses  of  all  Class  I  carriers. 
For  material  and  supplies  consideration  has  been  given  to  the  average  book 
value  of  the  stock  carried  by  all  Class  I  and  Clnss  II  carriers  on  June  30 
for  the  years  1914-1916  and  to  the  fact  that  some  part  of  this  stock  is 
held  for  additions  and  betterments  and  new  construction  and  that  some  part 
represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  requirement 
of  carriers  for  operating  working  capital,  including  cash  advanced  to  anticipate 
revenues,  cash  on  band,  and  investment  in  a  stock  of  material  and  supplies,  is 
about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors 
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applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and  loaded 
car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues  from 
each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of  a 
common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation  is 
less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
affiliated  companies  or  to  other  special  circumstances,  the  carrier's  common- 
carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases  the  value  found  for  working  capital  is  the 
sum  Of  tlie  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  date  of  valuation,  it  is  found  that  the 
working  capital  used  for  common-carrier  purposes  during  that  period  averaged 
10.43  per  cent  of  the  average  annual  operating  expenses.  Applying  that  per- 
centage to  the  annual  operating  expenses  as  of  date  of  valuation,  determined 
to  be  $15,665  according  to  the  trend  of  operating  expenses  during  the  preceding 
five  years,  it  is  found  that  the  working  capital  used  for  common-carrier  pur- 
poses on  date  of  valuation  is  $1,635. 
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Valuation  Docket  No.  572 
GRASSE  RIVER  RAILROAD  CORPORATION 


Submitted  September  2,  1925.   Decided  September  IS,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Grasse  River 
Railroad  Corporation,  owned  and  used  for  common-carrier  purposes, 
found  to  be  $224,510,  as  of  June  30,  1918,  and  of  property  used  but  not 
owned,  $2,304. 

Report  of  the  Commission 
Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
By  Division  1 : 

The  Grasse  River  Railroad  Corporation,  hereinafter  called  the 
carrier,  is  a  corporation  of  the  State  of  New  York.  It  owns  and 
operates  a  single-track  standard-gauge  steam  railroad,  extending 
from  Childwold,  N.  Y.,  to  Cranberry  Lake,  N.  Y.,  a  distance  of 
15.177  miles.  It  also  owns  2.050  miles  of  yard  tracks  and  sidings. 

By  our  order  of  May  18,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30,  1918,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties  in  the  manner  and  as  required  by  law. 
No  protest  was  filed,  as  provided  for  in  section  19a  of  the  inter- 
state commerce  act,  by  any  of  the  parties  in  interest  in  this  pro- 
ceeding. 

The  tentative  valuation  will  be  made  final. 

Order 

Entered  September  13, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commis- 
sion under  and  in  compliance  with  the  authority  conferred  and  the 
duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce  act, 
was  duly  given  to  said  carrier  and  to  the  Attorney  General  of  the 
United  States,  the  Governor  of  New  York,  and  the  Public  Service 
Commission  of  New  York; 
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It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to  be, 
the  final  valuation  of  the  property  of  the  Grasse  River  Railroad  Cor- 
poration, as  of  June  30, 1918 : 

Location  and  general  description  of  property. — The  railroad  of  the 
Grasse  River  Railroad  Corporation,  hereinafter  called  the  carrier, 
is  a  single-track  standard-gauge  steam  railroad,  located  in  the  north- 
ern part  of  New  York.  The  owned  mileage  extends  in  a  westerly 
direction  from  Child  wold  to  Cranberry  Lake,  a  distance  of  15.177 
miles.  The  carrier  also  owns  and  uses  2.050  miles  of  yard  tracks 
and  sidings.   Its  road  thus  embraces  17.227  miles  of  all  tracks  owned. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding,  on 
date  of  valuation,  a  total  par  value  of  $300,000  in  stock  and  long- 
term  debt,  of  which  $150,000  represents  common  stock  and  $150,000 
represents  funded  debt. 

Results  of  corporate  operations. — For  the  period  from  May  15, 
1916,  to  date  of  valuation  the  aggregate  railway  operating  expenses 
have  been  132.1  per  cent  of  the  railway  operating  revenues.  No 
dividends  have  been  paid. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  necessary 
records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation  is  stated 
in  its  books  as  $280,905.01,  detailed  in  Appendix  2.  Of  this  amount, 
$140,000,  less  an  undetermined  portion  thereof  assignable  to  off- 
setting items  recorded  at  $17,011.50,  represents  considerations  other 
than  money,  the  cash  value  of  which  at  the  time  of  the  transaction 
is  not  known  and  can  not  be  determined. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less  de- 
preciation of  all  common-carrier  property,  other  than  land,  owned  and 
used  by  the  carrier,  are  $270,185  and  $216,228,  respectively.  These 
amounts,  classified  in  conformity  with  the  classification  of  expendi- 
tures for  road  and  equipment  as  prescribed  by  us,  are  shown  in  the 
summary  sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication  to 
public  use  and  their  present  value. — The  carrier  owns  and  uses  for 
common-carrier  purposes,  114.16  acres  of  lands.  The  total  original 
cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records 
are  not  obtainable,  but  data  that  are  obtainable  on  their  original  cost 
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will  be  found  in  Appendix  2.  The  area  and  present  values  of  lands 
owned  or  used  are  found  to  be : 


Classification 

Acres 

Present 

114. 19 
10.10 

114. 16 
124.36 

$2,212.28 
2,304.00 

2.  213.  28 
4,517.28 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to 
later  dates,  in  accordance  with  the  requirements  of  the  valuation  act, 
the  final  value  herein  reported. 

Property  field  foi1  purpose*  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  and  holds  cash  on  hand  in  the  amount  of 
$4,646.  Of  this  amount,  $4,510  is  necessary  for  its  use  as  working 
capital,  and  that  sum  is  therefore  included  in  the  final  value  stated 
elsewhere  in  this  report.  The  remainder,  $136,  is  owned  and  held 
by  the  carrier  for  noncarrier  purposes. 

Aids,  gi£ts>  grants  of  rights  of  way,  and  donations. — The  carrier 
reports  that  it  has  received  no  aids,  gifts,  grants,  or  donations  and 
none  was  found  of  record. 

Material  and  supplies. — The  carrier  has  no  material  and  supplies 
on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier  owned  or  used,  devoted  by  it  to 
common-carrier  purposes,  are  found  to  be  as  follows : 

Wholly  owned  and  used  $224,510 

Used  but  not  owned,  leased  from  private  parties   2, 304 

Total  owned   224, 510 

Total  used     226,814 

The  sum  of  $4,510  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  consisting  solely  of 
cash  on  hand.  No  other  values  or  elements  of  value  to  which  spe- 
cific sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduc- 
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tion  new  and  cost  of  reproduction  less  depreciation  above  set  forth, 
in  conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  his- 
tory and  organization  of  the  carrier;  moneys  received  by  reason  of 
issues  of  stocks,  bonds,  and  other  securities,  together  with  the  syn- 
dicating, banking,  and  other  financial  arrangements  attending  their 
issue;  the  net  and  gross  earnings;  a  statement  of  the  expenditures 
of  moneys,  accompanied  by  a  statement  of  the  purposes  thereof; 
the  development  of  fixed  physical  property ;  investment  in  road  and 
equipment;  the  cost  of  lands,  rights  of  way,  and  terminals;  the 
general  balance  sheet  statement;  and  other  pertinent  information. 
Appendix  3  is  a  statement  of  the  method  for  determining  working 
capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  of  New  York,  the  State  in  which  the  carrier  embraced 
in  this  proceeding  operates,  give  the  details  respecting  the  figures 
here  reported,  and  are  on  file  in  the  Bureau  of  Valuation  of  the 
commission,  open  to  public  inspection,  and  subject  to  the  direction 
of  Congress.  These  reports  are  referred  to  for  greater  particularity 
as  to  the  matters  herein  stated. 


APPENDIX  1 

TRAJTIO  CONNECTIONS 

The  railroad  of  the  carrier  has  connection  for  the  interchange  of  traffic 
with  the  line  of  The  New  York  Central  Railroad  Company  at  Childwold. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  railroad  lies  in  the  Adirondack  Mountain  range,  and  traverses  rocky 
timbered  land,  with  a  sandy  soil  underlaid  with  gravel  and  boulders.  The 
timber  is  principally  beech,  birch,  and  maple.  The  land  is  not  well  developed 
agriculturally. 

ECONOMIC  CONDITIONS  RELATING  TO  TRATFIO 

Logging  and  the  manufacture  of  lumber  are  the  principal  Industrial  activi- 
ties. There  Is  a  large  lumber  mill  located  at  Cranberry  Lake. 
116 1.  CO. 


Digitized  by  Google 


44  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


PHYSICAL  CHARACTERISTICS  OF  ROAD 


Grading—  The  grading  is  light,  averaging  about  0,200  cubic  yards  per  mile. 

Bridget,  treaties,  and  culverts.— There  are  nine  frame  trestles  on  the  road, 
aggregating  402  feet  in  length. 

Ties. — Crossties  in  the  main  line  average  about  2,900  to  the  mile  and  are 
principally  of  birch. 

Rail— The  main  line  is  laid  chiefly  with  75-pouud  re-lay  rail. 

Ballast.— The  track  is  ballasted  with  gravel. 

EQUIPMENT 

The  carrier  owns  and  uses  the  following  equipment:  4  steam  locomotives, 
34  freight-train  cars,  4  passenger-train  cars,  and  10  work-equipment  units. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47, 
inclusive.  General  expenditures,  exclusive  of  interest,  have  been  estimated 
at  1.5  per  cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest 
during  construction  has  been  estimated  for  one-half  the  construction  period  of 
10  months,  plus  3  months,  at  6  per  cent  per  annum  on  all  road  and  general- 
expenditures  accounts  except  accounts  2  and  76.  Interest  on  equipment  has 
estimated  for  3  months  at  G  per  cent  per  annum. 

SUMMARY 

Wholly  owned  and  used 
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I.  ROATJ 


Grading... 
Bridges,  trestles,  and  culverts. 
Tte.  

Rails  

Other  track  material  

Ballast  

Tracklaying  and  surfacing  

Crossings  and  signs  

Station  and  office  buildings... 

Roadway  buildings  

Water  stations  

Fuel  stations  

Shops  and  engine  houses  

Wharves  and  docks  

Telegraph  and  telephone  lines. 

Rondway  machines  

Roadway  small  tools   


Total,  1,  and  3  to  47,  inclusive. 


61  Steam  locomotives.. 
83  Freight-train  cars.- - 
54  Passenger-train  cars. 
Work  equipment.... 


II.  EQUIPMENT 


71 
72 

73 
74 

75 
77 
70 


Total,  51  to  59,  inclusive  

III.  GENERAL  EXPF.SniTLRtS 


Cost  of 
reproduc- 
tion new 


52,079 
8.360 
25.UM 
50.  1/7 
'.i.  W2 
8,072 
23,(581 
158 
3,733 
4, 183 
2,720 
3.383 
7,696 
380 
1.  933 
474 
150 


Cost  of 
reproduc- 
tion less 

deprecia- 
tion 


209/784 

17,000 
8,806 

13,500 
8.710 


51,979 
3.  PIS 
18,671 
42,924 
7.280 
6.054 
19, 128 
106 
Z750 
2.613 
2,087 
2,  003 
5,773 
228 
1,533 
276 
75 


Organization  expenses  

General  officers  aDd  clerks  

Stationery  and  printing   

Tuxes  -  

Other  expenditures,  general  

Interest  during  construction  

Totul,  71  to  77,  inclusive  

Grand  Intnl.  1.  and  3  to  77,  inclusive. 


48,016 


1, 147 


175,  VA 

9,720 
7,032 
7,  485 

6,266 


30.503 


2,643 


7,616 
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APPENDIX  2 

INTRODUCTORY 

The  carrier  Is  a  corporation  of  the  State  of  New  York,  having  its  principal 
office  at  Utlca,  N.  Y.  The  records  reviewed  do  not  indicate  that  the  carrier  is 
controlled  by  any  single  interest.  On  the  other  hand,  the  records  do  not  Indi- 
cate that  the  carrier  itself  controls  any  other  common-carrier  corporations. 
The  property  has  been  operated  by  its  own  organization  during  its  entire  life. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  January  9,  1015,  under  the  general  laws  of  the 
State  of  New  York*  The  date  of  organization  was  not  disclosed  by  the  records 
reviewed. 

DEVELOPMENT  or  FIXED  PHYSICAL  PROPERTY 

The  owned  mileage  of  the  carrier  on  date  of  valuation  was  acquired  through 
purchase  from  the  Emporium  Forestry  Company  on  January  1,  1910,  and  was 
placed  in  operation  on  May  15,  1916.  The  road  had  been  constructed  as  a 
logging  road  between  1910  and  1915  by  the  latter  company. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  have  been  made  in 
connection  with  the  issuance  of  the  securities  of  the  carrier. 

Capital  stock  and  long-term  debt.— From  the  date  of  its  incorporation,  Jan- 
uary 9,  1915,  to  date  of  valuation  the  carrier  has  issued  capital  stock  and 
long-term  debt,  as  indicated  by  its  records,  aggregating  $300,000,  of  which 
$150,000  represents  common  stock  and  $150,000  funded  debt,  all  of  which 
are  actually  outstanding. 

Capital  stock.— The  authorized  capital  stock  of  the  carrier  Is  $150,000  par 
value,  divided  into  shares  of  $100  par  value  each,  and  classified  as  common 
stock.  All  of  this  stock  was  issued  at  par  for  cash. 

Funded  debt. — The  carrier  has  Issued  $150,000  par  value  of  first-mortgage 
bonds,  bearing  6  per  cent  interest,  and  maturing  January  1,  1936.  These 
bonds  were  issued  to  the  Emporium  Forestry  Company  at  a  value  of  $140,000, 
together  with  $142,800  cash,  part  of  the  proceeds  from  the  sale  of  capital 
stock,  in  payment  for  road  and  equipment  acquired,  recorded  at  $266,359. 
and  for  other  road  not  yet  conveyed,  recorded  at  $16,441.  The  recorded 
investment  of  $16,441  stated  to  be  for  other  road  not  yet  conveyed  has  been 
carried  in  the  balance  sheet  account  Other  Deferred  Assets.  Further  par- 
ticalars  with  respect  to  this  item  have  not  been  obtained.  The  discount  on 
funded  debt  issued,  recorded  at  $10,000,  was  charged,  $8,750  to  balance  sheet 
account  Discount  on  Funded  Debt  and  $1,250  to  income. 

RE8ULT8   OF   CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below : 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
mr  ended  on  date  of  valuation  and  for  the  period  May  15,  1916,  to  date 
of  valuation  follows. 
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Operating  income: 
Railway  operating 
Railway  operating 


Net  deficit  from  railway  operations. 


Nonoperettng  income: 
Hire  of  equipment 
Joint-facility  rent  I 


Total  nonoperating 
Gross  deficit  


Deductions  from  gross  income: 

Interest  on  funded  debt  

Amortisation  of  discount  on  funded  debt. 


Total  deductions  from  gross  income. 
Total  deficit..  


Disposition  of  net 


income  debit  balance  transferred  to  profit  and  loss. 


Year 

Period 

$31 . 496.  58 
'    39  893  20 

$57,941.01 
76  545  47 

8,  m  62 
1  H00  00 

18.603.86 
4  028  02 

10, 100.62 

22,031.88 

3, 575. 00 
19,  056.85 

8,647.20 

8,  647.  20 
1.549.  42 

22,831.85 
.03 

9  000. 00 

750  00 

i  |  

19,181.29 
1,250.00 

i     9,  750.  00 
1  11,299.42 

20,411.29 
20.411.32 

li, m  42 

20.411.32 

Profit  and  loss  statement.— The  debit  balance  In  the  profit  and  loss  account, 
on  date  of  valuation,  Is  $20,411.32,  consisting  wholly  of  the  net  debit  balance 
transferred  from  income  account. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  investment  of  the  carrier  In  road  and  equipment,  including  land,  on 
date  of  valuation,  is  stated  in  its  books  as  $280,905.01,  of  which  the  following 
Is  a  general  analysis : 

Original  road  and  equipment,  road  and  equipment  acquired  through 


purchase  from  the  Emporium  Forestry  Company : 

Recorded  money  outlay  $142, 800. 00 

Outlay  in  funded  debt  of  $150,000  par  value  Issued 
at  an  agreed  value  of   140, 000. 00 


282,800.00 

Less  value  assigned  to  property  not  yet  conveyed, 
but  the  payment  for  which  is  included  in  the 

above  outlays   16,441.00 

  $266,360.00 

Recorded  money  outlay  for  organization  expense   2,  948. 18 


269,307. 18 

Less  credit  for  interest  accruing  to  the  company  prior  to  begin- 
ning operations   570.50 


268,  736.  68 

Additions  and  betterments : 

Road,  recorded  money  outlay..  .      2,  621. 54 

Equipment,  recorded  money  outlay   9,546.79 

  12,168.88 

Balance  in  road  and  equipment  investment  account  on  date 
of  valuation   280,  005. 01 
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ORIGINAL  COST  TO  DATE 


The  original  cost  to  date  of  the  road  and  equipment,  Including  land,  owned 
by  the  carrier,  and  used  for  common-carrier  purposes,  has  not  been  definitely 
ascertained.  The  carrier  acquired  Its  original  road  and  equipment  by  purchase 
from  the  Emporium  Forestry  Company.  The  outlays  for  creating  this  prop- 
erty could  not  be  ascertained  from  the  records  of  the  vendor.  The  recorded 
outlays  by  the  carrier  for  purchasing  the  property  have  been  stated  In  the  sec- 
tion devoted  to  investment  in  road  and  equipment  The  obtainable  data  on  the 
outlays  by  the  carrier  for  organization  purposes  and  for  Improving  the  prop- 
erty purchased  are  those  stated  in  the  road  and  equipment  investment  account, 
comprising : 


Recorded  money  outlay,  road  $2, 621. 54 

Recorded  money  outlay,  equipment   9, 540.  79 

Recorded  money  outlay,  organization  expenses   2, 948. 18 

Less  credit  for  Interest  accruing  to  the  carrier  prior  to  commence- 
ment of  operations   570.  50 

Cost  of  land*. — The  carrier  reports  amounts  aggregating  $25,200  as  the  out- 
lays by  It  in  connection  with  lands  owned.  The  amounts  reported  by  the  carrier 
as  costs  for  lands  owned  represent  lands  acquired  as  part  of  a  completed  road 
which  was  purchased  for  a  lump-sum  consideration.  The  carrier  has  estimated 
that  the  cost  applicable  to  the  right  of  way  amounted  to  the  above  sum.  These 
lands  have  been  classified  as  carrier  lands  owned  and  used. 

Co$t  of  machinery  and  equipment— The  carrier  reports  that  it  owns  and 
uses  54  units  of  equipment  and  5  roadway  machines,  with  costs  aggregating 
$41,341.61.  A  verification  of  the  returns  of  the  carrier  Indicates  that  the  num- 
ber of  units  of  equipment  should  be  reduced  by  two,  the  units  of  roadway 
machines  should  be  Increased  by  one,  and  that  the  cost  should  be  reduced  by 
$650,  as  detailed  below: 


Description 


Units 

Amount 

1 

$400 

2 

1 

400 

4 

800 

2 

400 

1 

250 

1 

400 

1 

400 

5 

1,450 

1 

Additions: 

Roadway  machines,  transferred  from  miscellaneous  equipment. 

Steam  locomotives,  inventoried  but  not  reported..  

Work  equipment,  transferred  from  miscellaneous  equipment  


Total. 


Deductions: 

Freight-train  cars,  reported  but  not  inventoried. 
Work  equipment,  reported  but  not  inventoried. 
Miscellaneous  equipment  - 

Transferred  to  roadway  machines  


After  making  the  changes  noted  above  and  classifying  the  returns  according 
to  the  classification  of  the  property  to  which  they  apply  the  revised  returns 
are  summarized  as  follows: 
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Classification 

Units 

Amounts 
reported  by 
tne  carrier 

Machinery,  roadway  machines  

Equipment: 

0 

4 

34 
4 

10 

1675.00 

6,000.  00 
8.0R2.  25 
17,13a  86 
8,003.50 

Total  

62 

40,116.61 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier  as  of  date  of  valuation  is  as 


follows: 

ASSETS 

Investments,  investment  in  road  and  equipment  $280,  905.  01 


Current  assets: 

Cash___     4,645.77 

Net  balance  receivable  from  agents  and  conductors   3,  372.  22 

Miscellaneous  accounts  receivable.  ._.  884.  17 


Total   8,  902.  16 

Deferred  assets,  other  deferred  assets   16,  441.  00 


Unadjusted  debits: 

Rents  and  insurance  premiums  paid  in  advance   248.  74 

Discount  on  fuuded  debt    8,  750.  00 


Total     8,  998,  74 


Grand  total  _   315,  246.  91 

LIABILITIES 

Stock ,  capital  stock  _   150,  000.  00 

Long-term  debt,  funded  debt  unmatured   150,  000.  00 


Current  liabilities: 

Audited  accounts  and  wages  payable    24,  794.  90 

Miscellaneous  accounts  payable    165.  80 

Interest  matured  unpaid   4,  500.  00 

Total    29,  46a  70 

Unadjusted  credits: 

Tax  liability   698.  48 

Insurance  and  casualty  reserves.   900.  05 

Accrued  depreciation,  equipment   4,  599.  00 


Total   6, 197.  53 

Corporate  surplus,  profit  and  loss,  debit  balance.   20,  411.  32 


Grand  total   315,  246.  91 
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APPENDIX  8 

ANALYSIS  OF  METHODS  FOR  DETERMINING   WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
Investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  Incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular  period 
usually  lag  behind  the  expenses  incurred  for  the  service  within  that  particular 
period,  the  amount  of  cash  working  capital  of  this  sort  needed  for  operating 
purposes  is  the  amount  by  which  the  matured  operating  expenses  exceed  that 
part  of  the  accrued  revenues  applicable  to  operating  expenses  which  has  been 
collected,  has  reached  the  treasury,  and  has  become  available  for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  In  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practical  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider  that, 
of  all  operating  expenses  for  service  in  any  period,  there  will  be  met  from 
maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the  propor- 
tion of  all  accrued  revenues  from  service  within  the  period  that  reaches  the 
treasury  within  that  period.  The  remaining  proportion  of  operating  expenses 
will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet  expenses 
in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.   Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.   The  factors  affecting  cash  working  capital  are  as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  move- 
ment of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and 
the  time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with 
charges  collected  at  destination,  in  addition,  the  time  for  movement  under  load, 
the  time  consumed  in  unloading,  and  the  credit  period  for  payment  of  charges ; 
the  relative  amount  of  operating  expenses  for  various  purposes;  and  the 
elapsed  time  from  the  beginning  of  the  accrual  of  such  respective  expenses  to 
the  time  when  they  must  be  paid.   The  factors  in  most  cases  represent  the  ex- 
perience of  all  Class  I  carriers  and  in  a  few  cases  consist  of  specially  as- 
sembled data  from  the  experience  of  territorially  scattered  carriers  that 
represent  over  40  per  cent  of  the  operating  expenses  of  all  Class  I  carriers. 
For  material  and  supplies,  consideration  has  been  given  to  the  average  book 
Talne  of  the  stock  carried  by  all  Class  I  and  Class  II  carriers  on  June  30  for 
the  years  1014-1910,  and  to  the  fact  that  some  part  of  this  stock  is  held  for 
additions  and  betterments  and  new  construction  and  that  some  part  represents 
more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
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ment  of  carriers  for  operating  working  capital.  Including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads  consideration  is  given, 
so  far  as  datu  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors 
applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differ- 
ences are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and 
freight  service  and  the  average  haul  of  freight  and  the  ratio  between  empty 
and  loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the 
revenues  from  each  class  of  .service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's 
common -carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  on  hand.  In  such  cases  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  December  31,  1918,  it  is  found  that 
the  working  capital  used  for  common-carrier  purposes  during  that  period 
averaged  11.30  per  cent  of  the  annual  operating  expenses.  Applying  that  per- 
centage to  the  operating  expenses  for  the  year  eaded  on  date  of  valuation, 
determined  to  be  $39,893,  it  is  found  that  the  working  capital  used  for  common- 
carrier  purposes  on  date  of  valuation  is  $4,510. 
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Valuation  Docket  No.  609 
RURAL  VALLEY  RAILROAD 

Submitted  October  J,  1925.   Decided  September  IS,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Rural  Valley 
Railroad,  owned  and  used  for  common-carrier  purposes,  found  to  be  $5,000, 
as  of  June  30,  1917,  and  of  property  used  but  not  owned  $315,000. 

Rrpobt  or  the  Commission 

Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
By  Division  1 : 

The  Rural  Valley  Railroad,  hereinafter  called  the  carrier,  is  the 
trade  name  under  which  the  Cowanshannock  Coal  &  Coke  Company, 
an  industrial  corporation  of  the  State  of  Pennsylvania,  operates  for 
its  own  account  certain  common-carrier  property  owned  by  it.  The 
road  consists  of  a  single-track  standard-gauge  steam  railroad,  ex- 
tending from  Echo,  Pa.,  to  Yatesboro,  Pa.,  a  distance  of  8.815  miles. 
It  also  embraces  6.841  miles  of  yard  tracks  and  sidings. 

By  our  order  of  July  31,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30,  1917,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed,  as  provided  for  in  section  19a  of  the  interstate 
commerce  act,  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  tentative  valuation  will  be  made  final. 

Order 

Entered  September  13, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commis- 
sion under  and  in  compliance  with  the  authority  conferred  and  the 
duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce 
act,  was  duly  given  to  said  carrier  and  to  the  Attorney  General  of  the 
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United  States,  the  Governor  of  Pennsylvania,  and  the  Public  Service 
Commission  of  Pennsylvania; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered.  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Rural  Valley  Railroad 
as  of  June  30,  1917 : 

Location  and  general  description  of  property. — The  Rural  Valley 
Railroad,  hereinafter  called  the  carrier,  is  the  trade  name  under 
which  the  Cowanshannock  Coal  &  Coke  Company,  an  industrial 
corporation  of  the  State  of  Pennsylvania,  operates  for  its  own  ac- 
count certain  common-carrier  property  owned  by  it.  Further  infor- 
mation will  be  found  in  Appendix  2.  The  railroad  operated  by  the 
carrier,  owned  by  the  Cowanshannock  Coal  &  Coke  Company,  is  a 
single-track  standard-gauge  steam  railroad,  located  in  western 
Pennsylvania.  The  main  line  extends  from  Echo  to  Yatesboro,  PaM 
a  distance  of  8.815  miles.  The  yard  tracks  and  sidings  aggregate 
6.841  miles.  Its  road  thus  embraces  15.656  miles  of  all  tracks  used 
but  not  owned.  The  carrier  is  an  industrial  railroad,  its  principal 
traffic  being  bituminous  coal  received  from  the  Cowanshannock  Coal 
&  Coke  Company. 

Capital  stock  and  long-term  debt. — The  carrier,  being  unincorpo- 
rated, has  no  capital  stock  or  funded  debt.  Its  only  capital  liabil- 
ity consists  of  $169,265.23  open-account  indebtedness  to  the  Cowan- 
shannock Coal  &  Coke  Company,  owner  of  the  property. 

Results  of.  corporate  operations. — For  the  period  from  April, 
1900,  to  date  of  valuation  the  aggregate  railway  operating  expenses 
have  been  74.3  per  cent  of  the  railway  operating  revenues,  and  for 
the  periods  of  3  and  10  years  preceding  date  of  valuation,  77.7  per 
cent  and  85.6  per  cent,  respectively.  The  carrier,  being  unincorpo- 
rated and  having  no  capital  stock,  does  not  declare  dividends,  but 
has  transferred  $204,108.62,  representing  practically  all  of  the  profits 
from  operations,  to  the  Cowanshannock  Coal  &  Coke  Company, 
owner  of  the  property. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  owned  by  the  Cowanshannock  Coal  &  Coke  Com- 
pany and  used  by  the  carrier  can  not  be  ascertained,  as  the  necessary 
records  are  not  obtainable.  The  data  obtained  on  the  outlay  for 
creating  and  improving  the  property  may  be  summarized  as  follows : 

Recorded  money  outlay  $65,  465.  06 

Advances  from  Adrian  Iselln  100,  0(52.  84 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  property  sold  or 

retired,  credited  at     15, 469.  93 
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We  are  not  able  to  report  the  cash  value  at  the  time  of  the  trans- 
action of  the  outlays  other  than  money,  because  we  have  not  been 
able  to  obtain  the  information.  Further  information  will  be  found 
in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  owned  by  the  Cowanshannock  Coal  & 
Coke  Company,  used  by  the  carrier  on  date  of  valuation,  is  stated 
in  the  carrier's  books  as  $150,657.97.  Of  this  amount,  $100,662.84, 
less  an  undetermined  portion  thereof  assignable  to  offsetting  items 
included  in  amounts  recorded  at  $15,469.93,  represents  considera- 
tions other  than  money,  the  cash  value  of  which  at  the  time  of  the 
transaction  we  are  not  able  to  report,  because  it  has  been  impossible 
to  obtain  the  information.  Further  information  will  be  found  in 
Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  used  by  the  carrier,  owned  by  the  Cowan- 
shannock  Coal  &  Coke  Company,  are  $356,859  and  $296,743,  re- 
spectively. These  amounts,  classified  in  conformity  with  the  classi- 
fication of  expenditures  for  road  and  equipment  as  prescribed  by  us, 
are  shown  in  the  summary  sheet  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication  to 
public  use  and  their  present  value. — The  carrier  uses  for  common- 
carrier  purposes  75.88  acres  of  land  that  is  owned  by  the  Cowan- 
shannock  Coal  &  Coke  Company.  The  total  original  cost  of  these 
lands  can  not  be  ascertained,  as  the  necessary  records  are  not  ob- 
tainable, but  data  on  their  original  cost  will  be  found  in  Appendix 
2.   Their  present  value  is  $2,019.45. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the 
fair  average  of  the  normal  market  value  of  lands  adjoining  and 
adjacent  to  the  rights  of  way,  yards,  and  terminals  of  the  carrier 
as  of  valuation  date.  This  discrepancy  will  be  removed  when  we 
adjust  to  later  dates,  in  accordance  with  the  requirements  of  the 
valuation  act,  the  final  value  herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  and  holds  cash  on  hand  and  material  and  sup- 
plies in  the  amount  of  $19,643.  Of  this  amount,  $5,000  is  necessary 
for  its  use  as  working  capital,  and  that  sum  is  therefore  included 
in  the  final  value  stated  elsewhere  in  this  report.  The  remainder, 
$14,643,  is  owned  and  held  by  the  carrier  for  noncarrier  purposes. 
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Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
has  made  no  report  of  aids,  gifts,  grants,  or  donations.  The  records 
do  not  show  that  any  were  received. 

Material  and  supplies. — The  book  value  of  the  material  and  sup- 
plies on  hand  on  date  of  valuation  is  shown  in  the  records  of  the 
carrier  as  $1,015.25. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier  owned  or  used,  devoted  by  it 
to  common-carrier  purposes,  are  found  to  be  as  follows: 

Wholly  owned  and  used   $5,000 

Used  but  owned  by  the  Cowanshannock  Coal  &  Coke  Company   315,000 

Total  owned    5,000 

Total  used   320,000 

The  value  above  stated  as  wholly  owned  and  used  is  on  account 
of  working  capital,  including  material  and  supplies.  No  other 
values  or  elements  of  value  to  which  specific  sums  can  now  be  as- 
cribed are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  loss  depreciation,  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  his- 
tory and  organization  of  the  carrier;  the  financial  arrangements; 
the  net  and  gross  earnings ;  the  development  of  fixed  physical  prop- 
erty used;  the  investment  in  road  and  equipment  used;  the  cost  of 
lands,  rights  of  way,  and  terminals  used;  the  general  balance  sheet 
statement;  and  other  pertinent  information.  Appendix  3  is  a  state- 
ment of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  is  situated, 
give  the  details  respecting  the  figures  here  reported,  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  in- 
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spection,  and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  line  operated  by  the  carrier  has  direct  connection  with  the  line  of  the 
Buffalo,  Rochester,  and  Pittsburgh  Railway  Company  for  interchange  of 
traffic  at  Bcho,  Pa. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTBUCTION 

The  country  traversed  Is  hilly.  The  line  runs  parallel  to  and  Is  about  10 
miles  east  of  the  Allegheny  River.  The  soil  is  clay  underlaid  with  shale 
and  sandstone. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  land  in  the  vicinity  of  the  line  Is  partly  timbered  and  partly  under 
cultivation.    The  principal  Industry  is  the  miuing  of  bituminous  coal. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  comparatively  heavy,  averaging  about  36,000  cubic  yards 
per  mile.  The  material  is  classified  70  per  cent  common,  4  per  cent  loose 
rock,  and  26  per  cent  solid  rock.  There  are  three  metal  bridges  on  the  road 
of  the  deck-plate  girder  and  through-plate  girder  type,  having  spans  of  from 
80  to  76  feet  In  length.  The  main  track  Is  laid  with  rail  varying  hi  weight 
from  60  to  00  pounds,  most  of  which  was  re-lay  when  laid,  placed  on  oak 
and  chestnut  crosstles  averaging  about  2,550  per  mile  of  road.  The  tracks 
are  ballasted  principally  with  cinders. 

EQUIPMENT 

The  carrier  uses  three  steam  locomotives,  one  passenger-train  car,  and  one 
unit  of  work  equipment,  all  owned  by  the  Cowanshannock  Coal  &  Coke 
Company. 

ENGINEERING  AND  OENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per 
cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  con- 
struction has  been  estimated  for  one-half  the  construction  period  of  12  months, 
plus  3  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts,  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  3  months  at  6  per  cent  per  annum. 
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SUMMARY 

Used  but  not  owned,  owned  by  the  Cowanshannock  Coal  &  Coke  Company 


A©. 


Cost  of 
reproduc- 
tion now 


Cost  of 
reproduc- 
tion loss 
deprecia- 
tion 


I.  ROAD 


1 
3 
fi 

8 
0 
10 
11 
12 
15 
16 
17 
18 
20 
87 
8S 
44 


Engineering. 
Orading.. 


Bridges,  trestles,  and  culvert*. 

Ties  

Kails  

Other  track  material   

Ballast  

Tracklaying  and  surfacing  

Crossings  and  sifrns  

Station  and  office  buildings... 

Roadway  buildings  

Water  stations  

Shops  and  engine  houses  

Roadway  machines  

Roadway  small  tools  

Shop  machinery   


Total,  1,  and  3  to  47,  inclusive. 


II.  EQfirMKNT 


51  !  Steam  locomotives. 


54 

57 


71 
72 
73 
74 
75 
77 
76 


Passenger-train  cars 


Total.  51  to  58.  inclusive. 


III.  GENERAL  EXPENniTT  RKil 


Organization  expenses  

Officers  and  clerks  

Law  

Stationery  and  printing  

Taxes  

Other  expenditures,  general. 
Interest  during  construction. 


Total,  71  to  77.  inclusive  

Grand  total,  I,  and  3  to  77,  Inclusive. 


111.638 

123.  4.M 
19.  773 
28,362 
44.  ro6 
604 
16,509 
27,206 
2,351 
4.627 
1.000 
1,881 
ft.  097 
492 
250 
414 


302.  m 


33.  491 
1, 697 
l'JO 


35,378 


4. 

14,352 


IS,  Sfll 


3W,  KM 


APPENDIX  2 


INTKOIUXTORY 


The  Rural  Valley  Railroad  Is  the  trade  name  under  which  the  Cowanshan- 
noek  Coal  &  Coke  Company,  an  industrial  corporation  of  the  State  of  Penn- 
sylvania, operates  for  Its  own  account  certain  common-carrier  property  owned 
by  It.  The  carrier  has  a  separate  operating  organization,  maintains  separate 
books  of  account,  and  flies  annual  reports  with  us.  Its  principal  oftlce  is  at 
Yatesboro,  Pa. 

CORPORATE  HISTORY 

The  Rural  Valley  Railroad  Is  not  a  corporation  but  is  the  trade  name  under 
which  certain  railroad  property  has  been  operated  for  common-carrier  purposes 
under  the  laws  of  the  State  of  Pennsylvania  since  April,  1900. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  mileage  operated  by  the  carrier  owned  by  the  Cowanshannock  Coal  & 
Coke  Company,  amounting  to  8.815  miles,  was  constructed  during  the  period 
from  August,  1809,  to  April,  1000,  with  funds  advanced  by  Adrian  Iselin  on 
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right  of  way  acquired  In  his  name.  The  completed  road  was  deeded  by  Iselin 
to  the  Cowanshannock  Coal  &  Coke  Company  on  December  19,  1902. 


HIBTOBY  OF  CORPORATE  FINANCING 

The  records  reviewed  do  not  Indicate  that  any  syndicating,  banking,  or 
other  financial  arrangements  were  entered  into  in  connection  with  the  con- 
struction of  this  property,  other  than  advances  made  by  Adrian  Iselin.  Such 
advances,  with  interest,  were  first  credited  on  the  carrier's  books  to  A.  Iselin 
&  Company,  but  were  later  transferred  to  the  credit  of  an  open  account  with 
the  Cowanshannock  Coal  &  Coke  Company  when  Iselin  deeded  the  property 
to  the  last-named  company.  With  respect  to  the  above,  it  has  been  ascer- 
tained that  the  Cowanshannock  Coal  &  Coke  Company  settled  the  above  ad- 
vances, together  with  interest,  principally  through  the  issuance  of  $100,000 
par  value  of  its  capital  stock  at  par  to  A.  Iselin  ft  Company.  The  carrier, 
being  unincorporated,  has  no  capital  stock  or  funded  debt.  It  records  $169,- 
26523  as  Its  only  capital  liability,  representing  open-account  advances  from  the 
Cowanshannock  Coal  ft  Coke  Company.  This  amount  consists  of  advances 
for  construction,  previously  mentioned,  plus  net  profits  from  operations  which 
are  payable  to  the  Cowanshannock  Coal  ft  Coke  Company  as  owner  of  the 
property,  less  cash  actually  paid  to  the  Cowanshannock  Coal  &  Coke  Company. 


ULTS  OF  CORPORATE 


The  results  of  the  operations,  as  shown  by  the  income  and  profit  and  loss 
accounts  of  the  carrier,  are  given  below. 

Income  statement.— A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation  and  for  the  period  from  April,  1000,  to  date 
of  valuation  follows. 


Yw 

Period 

Operating  income: 

$72,122.82 
57.  307.  24 

$S79,32o.  59 
B.>3, 216.  04 

14.7W.fsS 
SO.  97 

226, \W.  55 
3.082,40 

14,  C74.fi! 

223.  027.  15 
M>.  36 

14.  C74.  01 

223.0Wi.ol 
15,  004.  00 

Net  income  _   14.(574.  01 

of  net  Income,  income  credit  balance  transferred  to  profit  and  low . . . 


208,081.61 


14,674.01  .  20S.OS1.61 


It  is  pointed  out  that  the  Cowanshannock  Coal  ft  Coke  Company  owns  mileage 
between  Numine  and  Yatesboro,  Pa.,  which  is  operated  for  other  than  com- 
mon-carrier purposes.  The  equipment  used  by  the  carrier  is  also  used  to  haul 
coal  and  supplies  over  this  line,  but  It  has  not  been  determined  from  the  rec- 
ords reviewed  whether  or  not  any  expenses  or  revenues  from  this  line  are 
included  in  the  above  statement  of  income.  For  the  period  from  April,  1900, 
to  date  of  valuation  the  aggregate  railway  operating  expenses  have  been  74.3 
per  cent  of  the  railway  operating  revenues.  For  the  periods  of  3  and  10  years 
preceding  the  date  of  valuation  they  have  been  77.7  per  cent  and  86.6  per  cent, 
respectively. 
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Profit  and  loss  statement.— A  condensed  summary  of  the  profit  and  loss  ac- 
counts for  the  period  April,  1000,  to  date  of  valuation  follows. 

Credits,  credit  balance  transferred  from  income  $208,081.61 

Debits,  amount  transferred  to  credit  of  account  with  Cowanshan- 
nock  Coal  &  Coke  Company   204, 108. 62 

Credit  balance  as  of  date  of  valuation   3, 972. 90 

Dividends. — The  carrier,  being  unincorporated  and  having  no  capital  stock, 
does  not  declare  dividends,  but  has  transferred  $204,108.62,  representing  prac- 
tically all  of  the  profit  from  operations,  to  the  credit  of  the  open  account  with 
the  Cowanshannock  Coal  &  Coke  Company,  owner  of  the  property. 

INVESTMENT  IN  BOAO  AND  EQUITMENT 

The  Investment  In  the  road  and  equipment,  including  land,  owned  by  the 
Cowanshannock  Coal  &  Coke  Company,  used  by  the  carrier,  on  date  of  valu- 
ation, is  stated  in  the  carrier's  books  as  $150,657.97,  of  which  the  following  Is 
a  general  analysis: 

Original  construction,  advances  by  Adrian  Iselin,  including  $2,355.63 

for  interest  during  construction  $93, 798. 06 

Additions  and  betterments,  recorded  money  outlay   83, 820. 49 

Equipment : 

Advances  by  Adrian  Iselin  $6,864.78 

Recorded  money  outlay   31,644.57 

  38, 509. 35 

Total  of  above  Items—  -    —  166, 127. 90 

Less  sales  and  retirements  separately  recorded : 

Property  sold,  credited  at   7,657.43 

Rail  retired,  credited  at   4, 062.  50 

Equipment  sold,  credited  at   3, 750. 00 

  15,469.93 

Amount  recorded  as  of  date  of  valuation   150, 657. 97 

The  balance  in  the  road  and  equipment  investment  account,  as  far  aa  it  is 
resolvable  into  the  kinds  of  considerations,  would  comprise  the  following 
classes  of  recorded  outlay: 

Recorded  money  outlay     $65,465.06 

Advances  by  Adrian  Iselin,  including  $2,355.63  for  Interest  during 

construction   _    100,662.84 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  property  sold  or 
retired,  credited  at   15,469.93 

It  has  not  been  determined  whether  or  not  the  above  outlays  include  any 
part  of  the  cost  of  the  mileage  between  Nomine  and  Tatesboro,  Pa.,  that  is 
owned  by  the  Cowanshannock  Coal  &  Coke  Company  and  operated  for  other 
than  common-carrier  purposes. 

ORIOINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  Including  land  owned  by 
the  Cowanshannock  Coal  &  Coke  Company  and  used  for  common-carrier  pur- 
poses by  the  carrier  has  not  been  definitely  ascertained.  For  creating  and 
Improving  the  road,  Including  land  and  equipment,  and  for  additions  and  better- 
ments, the  data  obtained  are  as  follows : 
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Recorded  money  outlay      $65,405.06 

Advances  from  Adrian  Iselin,  including  $2,355.63  for  interest  during 

construction   _  _._  —  —  100,662.84 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  property  sold  or 
retired,  credited  at  _  _    15,469.93 

It  has  not  been  determined  whether  or  not  the  above  outlays  include  any 
l«irt  of  the  cost  of  the  mileage  between  Nomine  and  Yatesboro,  Pa.,  that  is 
owned  by  the  Cowanshannock  Coal  &  Coke  Company  and  operated  for  other 
tban  common-carrier  purposes. 

Cott  of  land*. — The  carrier  reports  amounts  aggregating  .$0,898  as  the  out- 
lays In  connection  with  lands  owned  by.  the  Cowanshannock  Coal  &  Coke  Com- 
pany but  used  by  the  carrier,  and  that  the  proceeds  from  the  sale  of  parts  of 
parcels  of  such  lands  aggregate  $1,987.20.  The  returns  made  by  the  carrier 
Include  certain  lands  for  which  there  is  no  evidence  of  title.  The  amounts 
reported  by  the  carrier  as  costs  incurred  for  the  remaining  lauds  owned  are 
made  up  of  costs  supported  by  accounting  records.  Those  amounts  and  the 
proceeds  from  parts  of  parcels  sold,  both  classified  according  to  the  classifica- 
tion herein  of  the  lands  to  which  they  apply,  are  summarised  as  follows : 


Costs  sup- 
ported by 
accounting 
records 


Lands  classified  as  carrier,  used  by  the  carrier,  owned  by  the  Cowanshnnnock  Coal  &  Coke  Co 
From  which  should  be  deducted  the  portions,  not  definitely  determinable,  ol  the  above  that 

i  sold  for  pro 


1.987.20 


All  of  the  above  lands  are  located  in  Pennsylvania. 

Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  uses  four 
anils  of  equipment  and  three  roadway  machines,  with  costs  aggregating 
¥33,317.53,  all  owned  by  the  Cowanshannock  Coal  &  Coke  Company.  A  verifica- 
tion of  the  returns  indicates  that  the  number  of  units  of  equipment  should  be 
increased  by  one,  that  the  units  of  roadway  machines  should  be  increased  by 
four,  and  that  a  lot  of  shop  machinery  should  be  added,  all  of  which  property 
has  been  Inventoried  to  but  has  not  been  reported  by  the  carrier.  After  making 
the  changes  noted  above  and  classifying  the  returns  according  to  the  classifica- 
tion herein  of  the  property  to  which  they  apply,  the  revised  returns  are 
as  follows : 


Units 

Costs  sup- 
ported by 
accounting 
records 

Machinery: 

S 

$375.53 

4 

Total  

375.53 

Equipment: 

_L 

31,300.00 
1,552.00 

ToUl  

6 

32.W2.00 

116  I.  C.  C. 


Digitized  by  Google 


60  INTERSTATE  COMMERCE  COMMISSION  REPORTS 

MISCELLANEOUS   PHYSICAL  PROPERTY 

The  books  maintained  for  the  carrier  do  uot  record  any  investment  In 
miscellaneous  physical  property.  However,  attention  is  directed  to  the  fact 
that  the  railroad  property  owned  by  the  Cowanshannock  Coal  &  Coke  Company 
includes  a  line  between  Numine  and  Yatesboro,  which  is  used  for  other  than 
common-carrier  purposes.  The  records  reviewed  do  not  definitely  indicate 
whether  the  cost  of  this  road  is  Included  in  the  accounts  of  the  carrier  or  In 
the  accounts  of  the  Cowanshannock  Coal  &  Coke  Company. 

▲IDS,  OIFTS,  GRANTS,  AND  DONATIONS 

The  carrier  has  made  no  report  of  aids,  gifts,  grants,  or  donations,  and 
none  were  Identified  in  the  accounts. 

MATERIAL   AND  SUPPLIES 

The  investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
Is  stated  in  its  books  as  $1,015.25. 

LEASED  RAILWAY  PROPERTY 

The  carrier  uses  the  8.815  miles  of  road  between  Echo  and  Yatesboro,  Pa„ 
together  with  equipment,  owned  by  the  Cowanshannock  Coal  k  Coke  Company, 
as  explained  in  the  introductory  section. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier  as  of  date  of  valuation 
is  as  follows: 

ABBOTS 


Investments,  investment  In  road  and  equipment  $150,  657.  97 


Current  assets:  • 

Cash—    18, 627. 45 

Traffic  and  car-service  balances  receivable   —  4,528.20 

Net  balance  receivable  from  ageuts  and  conductors   71. 84 

Miscellaneous  accounts  receivable   74.  96 

Material  and  supplies   1, 015. 25 


Total     24, 317.  70 


Grand  total     174, 975. 07 

LIABILITIES 

Advances  from  the  Cowanshannock  Coal  &  Coke  Company,  owner 
of  the  railroad  property,  shown  in  reports  to  the  commission  as 

"  original  investment "   169, 265.  23 

Unadjusted  credits,  accrued  depreciation,  equipment   1, 737. 45 

Corporate  surplus,  profit  and  loss  credit  balance   3,  972.  99 


Grand  total   174,975.67 
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APPENDIX  3 

ANALYSIS  Or  METHODS  FOR  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  In  a  stock  of  material  and  supplies ;  second,  the  cash  necessary 
to  pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to 
the  time  when  the  revenues  from  that  service  are  available;  and.  third,  a 
buffer  fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and 
fluctuating  deficiencies  in  the  inflow  of  revenue  applicable  to  payments  fall- 
ing due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that  par- 
ticular period,  the  amount  of  cash  working  capital  of  this  sort  needed  for  oper- 
ating purposes  is  the  amount  by  which  the  matured  operating  -expenses  exceed 
that  part  of  the  accrued  revenues  applicable  to  operating  expenses  which  has 
been  collected,  has  reached  the  treasury,  and  has  become  available  for  pay- 
ing bills. 

It  is  immaterial  whether  this  fund  of  working  capital  Is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by* 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in 
any  period  that  exceeds  maturing  revenues  from  such  service  will  be  to  con- 
sider that,  of  all  operating  expenses  for  service  in  any  period,  there  will 
be  met  from  maturing  revenues  from  that  service  a  proportion  that  Is  equal 
to  the  proportion  of  all  accrued  revenues  from  service  within  the  period  that 
reaches  the  treasury  within  that  period.  The  remaining  proportion  of  operat- 
ing expenses  will  be  the  measure  of  the  cash  working  capital  actually  used 
to  meet  expenses  In  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between 
the  available  revenues  and  the  expenses  within  any  period.  Also,  considera- 
tion has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material 
and  supplies.  The  factors  affecting  cash  working  capital  are  as  follows: 
The  relative  amount  of  revenue  from  the  various  classes  of  service;  the 
elapsed  time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury 
of  the  revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for 
movement  of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  load- 
ing, and  the  time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight 
with  charges  collected  at  destination,  in  addition,  the  time  for  movement 
under  load,  the  time  consumed  in  unloading,  and  the  credit  period  for  payment 
of  charges ;  the  relative  amount  of  operating  expenses  for  various  purposes ; 
and  the  elapsed  time  from  the  beginning  of  the  accrual  of  such  respective 
expenses  to  the  time  when  they  must  be  paid.  The  factors  In  most  cases 
represent  the  experience  of  all  Class  I  carriers  and  in  a  few  cases  consist 
of  specially  assembled  data  from  the  experience  of  territorially  scattered 
carriers  that  represent  over  40  per  cent  of  the  operating  expenses  of  all  Class 
I  carriers.  For  material  and  supplies,  consideration  has  been  given  to  the 
average  book  value  of  the  stock  carried  by  all  Class  I  and  Class  II  carriers 
on  June  30  for  the  years  1914-1916,  and  to  the  fact  that  some  part  of  this 
stock  is  held  for  additions  and  betterments  and  new  construction  and  that 
»me  part  represents  more  or  leas  obsolete  material. 
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Considering  these  facts'  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year'a  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  datu  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
plicable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and  loaded 
car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues  from 
each  class  of  service  are  in  hand. . 

Only  such  cash  aud  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  In  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
la  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's  com- 
mon-carrier property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases  the  value  found  for  working  capital  is  the 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

Data  on  the  above  factors  for  this  carrier  have  not  been  obtainable.  Con- 
sideration of  its  operating  revenues,  operating  expenses,  material  and  supplies 
on  hand,  operatiug  current  assets,  and  the  fact  that  It  has  no  current  liabilities, 
all  as  of  date  of  valuation,  indicate  that  the  working  capital  owned  and  used 
by  It  as  of  date  of  valuation  is  about  $5,000. 
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Valuation  Docket  No.  758 
CASSVILLE  AND  WESTERN  RAILROAD  COMPANY 


Submitted  April  21,  1926.    Decided  September  IS,  1926 


Final  TaJue  for  rate- making  purposes  of  the  property  of  the  Cassville  and 

Western  Railroad  Company,  used  for  common-carrier  purposes  but  not 
owned,  found  to  be  $38,200,  as  of  June  30,  1018. 

Report  of  the  Commission 
Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 
Bt  Division  1 : 

The  Cassville  and  Western  Railroad  Company,  hereinafter  called 
the  carrier,  is  a  corporation  of  the  State  of  Missouri.  It  operates 
under  lease  from  C.  M.  Robeson  a  single-track  standard-gauge  steam 
railroad,  extending  from  Exeter,  Mo.,  to  Cassville,  Mo.,  a  distance 
of  4.503  miles.   It  also  leases  0.570  mile  of  yard  tracks  and  sidings. 

By  our  order  of  February  12,  1926,  entered  in  this  proceeding, 
we  completed  the  tentative  valuation,  as  of  June  30,  1918,  of  the 
property  of  the  carrier.  Notice  thereof  was  duly  served  upon  the 
carrier  and  other  interested  parties  in  the  manner  and  as  required 
by  law.  No  protest  was  filed  as  provided  for  in  section  19a  of  the 
interstate  commerce  act  by  any  of  the  parties  in  interest  in  this 
proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of 
valuation  date.  This  discrepancy  will  be  removed  when  we  adjust  to 
later  dates,  in  accordance  with  the  requirements  of  the  valuation  act, 
the  final  value  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  September  13, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the 
property  of  the  above-entitled  carrier,  heretofore  made  by  the  com- 
mission under  and  in  compliance  with  the  authority  conferred  and 
the  duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce 
act,  was  duly  given  to  said  carrier  and  to  the  Attorney  General  of 
the  United  States,  the  Governor  of  Missouri,  and  the  Public  Service 
Commission  of  Missouri ; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Cassville  and  Western 
Railroad  Company  as  of  June  30,  1918 : 

Location  and  general  description  of  property. — The  Cassville  and 
Western  Railroad  Company,  hereinafter  called  the  carrier,  operates 
common-carrier  property  owned  by  C.  M.  Robeson,  consisting  of  a 
single-track  standard-gauge  steam  railroad,  located  in  the  State  of 
Missouri.  The  leased  mileage  extends  in  an  easterly  direction  from 
Exeter  to  Cassville,  a  distance  of  4.503  miles.  The  carrier  also 
leases  0.570  mile  of  yard  tracks  and  sidings.  Its  leased  road  thus 
embraces  5.073  miles  of  all  tracks. 

Capital  stock  and  long-term  deht. — No  information  regarding  the 
financial  dealings  of  the  carrier  has  been  obtained. 

Results  of  corporate  operations. — No  information  regarding  the 
results  of  corporate  operations  of  the  carrier  has  been  obtained.  No 
dividends  have  been  paid. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable. 

Investment  in  road  and  equipment. — The  records  examined  do  not 
indicate  that  this  company  owns  any  road  or  equipment. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  depre- 
ciation.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  used 
but  not  owned  by  the  carrier,  are  as  shown  below : 
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Classification 

Cost  of 
reproduc- 
tion new 

Cnut  at 
rrrroduc- 
Uon  less 
deprecia- 
tton 

WboUy  used  but  not  owned,  l*ased  from— 

$48,202 
10.733 

129,852 
4.487 

68,93* 

34,839 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets  which  are  a  part  of  Appendix  1.  Informa- 
tion as  to  the  character  of  the  above  property  will  be  found  in  Ap- 
pendix 2,  under  the  caption  Leased  Railway  Property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  uses  for  common- 
carrier  purposes  29.68  acres  of  land  leased  from  C.  M.  Robeson. 
The  present  value  of  these  lands  is  $3,407.70. 

Property  held  for  purposes  other  than  those  of  a  common-car- 
rier.— The  carrier  owns  no  property  held  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  records 
obtained  do  not  indicate  that  any  aids,  gifts,  grants,  or  donations 
were  received  by  the  carrier. 

Material  and  supplies. — The  carrier  has  no  material  and  supplies 
on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  values 
here  reported,  the  values  for  rate-making  purposes,  of  the  property 
of  the  carrier,  used  but  not  owned,  devoted  by  it  to  common-carrier 
purposes,  are  found  to  be  as  follows: 

Wholly  used  but  not  owned,  leased  from — 

C.  M.  Bobeaoiu  $33,  500 

The  Kansas  City,  Fort  Scott  and  Memphis  Railway  Company   4, TOO 

38,200 

No  working  capital,  including  material  and  supplies,  is  found  to 
be  owned  or  used  by  the  carrier.  No  other  values  or  elements  of 
value  to  which  specific  sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  the  classification  of  the. cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  in  detail  the  history  and 
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organization  of  the  carrier;  the  development  of  fixed  physical  prop- 
erty; the  cost  of  lands,  rights  of  way,  and  terminals;  and  other 
pertinent  information.  Appendix  3  is  a  statement  of  the  method 
for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
Missouri,  the  State  in  which  the  carrier  embraced  in  this  proceeding 
operates,  give  the  details  respecting  the  figures  here  reported,  and 
are  on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to 
public  inspection,  and  subject  to  the  direction  of  Congress.  These 
reports  are  referred  to  for  greater  particularity  as  to  the  matters 
herein  stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  railroad  of  the  carrier  has  connections  for  Interchange  of  traffic  at 
Exeter  with  the  line  of  the  St.  Lonls-San  Francisco  Railway  Company. 

PHY8I0AL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  country  traversed  Is  rough  and  hilly,  being  In  the  foothills  of  the  Ozark 
Mountains. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  greater  part  of  the  carrier's  business  Is  derived  from  Cassvllle,  Its 
eastern  terminus.  The  chief  products  of  the  region  are  those  of  the  farm. 
Some  lumbering  is  also  carried  on. 

PHYSICAL  CHARACTERISTICS  OK  ROAD 

Grading.— The  grading  Is  very  light  with  little  classified  material. 
Rails. — The  main  line  Is  laid  principally  with  56-pound  re-lay  rail. 

EQUIPMENT 

The  carrier  owns  no  equipment,  but  usee  one  steam  locomotive  and  one 
passenger-train  ear  owned  by  C.  M.  Robeson,  and  one  steam  locomotive  owned 
by  The  Kansas  City,  Fort  Scott  and  Memphis  Railway  Company. 

Engineering  has  been  estimated  at  8.5  per  cent  on  road  accounts  3  to  47, 
inclusive.    General  expenditures,  exclusive  of  interest,  have  been  estimated 
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at  1.5  per  cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  dnr- 
inf  construction  has  been  estimated  for  one-half  the  construction  period  of 
six  months,  pins  three  months  at  6  per  cent  per  annum  on  all  road  and  general- 
expenditures  accounts,  except  accounts  2  and  76.  Interest  on  equipment  haa 
been  estimated  for  three  months  at  6  per  cent  per  annum. 


SUMMARIES 

Used  but  not  owned,  leaned  from  C.  M.  Robeson 


Cost  of 
reproduc- 


Costof 
reproduc- 
tion Iras 


L  ROAD 


1 

* 
• 

8 

9 
10 

11 
12 
13 
IS 
18 
17 
20 
37 
38 


Grading.. 


$1.34* 


Rails 

Other i 
Ballast. 

Track  laying  and  i 

Right-of-way  fences  

Crossings  and  signs  

Station  and  office  buildings  

Roadway  buildings  

Shops  and  engine  nouses  

Roadway  machines  

Roadway  small  tools  


875 
7,177 
10,925 
1.941 
408 
5,047 
653 
1,378 
3,810 
51 
897 
58 
38 


644 

3,521 
6,681 
1,006 

287 
2,877 

327 
1,117 


20 


Total,  1,  and  3  to  47,  inclusive  

II.  EQITF  MKST 

81    Steam  locomotives  


71 
72 
73 
74 
75 
1 1 


SI  to  58. 


KXrKXPTTt  RF.S 


expenses  

'ieneral  officers  and  clerks  ........ — . — 

Stationery  and  printing  

Taxes...  

Other  expenditures,  general  


Total,  71  to  77, 

I  total,  i,  and  3  to  77,  Inclusive 


39.795 

25,922 

3,000 

2,237 

3,500 

470 

6,500 

2,713 

597 

1.310 

829 

1.907 

1,317 

48.303 

29,883 

C#e<f  but  not  owned,  leased  from  The  Kansas  City,  Fort  Scott  and  Memphis 

Railway  Company 


Cost  Of 
reproduc- 
tion new 

Cost  of 
reproduc- 
tion less 
deprecia- 

n.  KQwrugxT 

si 

Steam  locomoti ves . ................... 

$10,574 

$4,421 

BO.  OINTEAL  F.XPENPITURES 

78 

159 

60 

10.733 

4.487 
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APPENDIX  2 

INTRODUCTORY 

The  carrier  la  a  corporation  of  the  State  of  Missouri,  having  its  principal 
ofliee  at  Cassville,  Mo.  No  records  of  the  carrier  were  obtained,  and  it  has 
never  filed  annual  reports  with  us  or  filed  any  reports  on  valuation  matters. 
The  information  given  herein  below  has  been  taken  from  valuation  reports 
filed  by  the  Cassville  &  Exeter  Railway  Company,  which  company  on  Sep- 
tember 10,  1910.  inquired  the  property  operated  by  the  carrier  on  date  of 
valuation,  and  from  other  sources.  No  information  has  been  obtained  as  to 
whether  or  not  the  carrier  is  controlled  by  any  individual,  association,  or  cor- 
poration on  date  of  valuation,  or  whether  or  not  it  controls  any  common- 
carrier  corporation.  The  carrier  owns  no  railroad.  It  operates  under  lease 
from  C.  N.  Robeson  a  line  of  railroad  formerly  owned  and  operated  by  the 
Cassville  and  Western  Railway  Company. 

CORPORATE  HISTORY 

According  to  the  corporate-history  report  of  the  Cassville  &  Exeter  Railway 
Company,  the  carrier  was  incorporated  about  1913,  under  the  general  laws  of 
the  State  of  Missouri,  as  a  reorganization  of  the  Cassville  and  Western  Railway 
Company.  However,  transfer  of  the  title  to  the  carrier  has  never  been  made. 
The  Cassville  and  Western  Railway  Company  was  incorporated  March  14, 
1896,  under  the  general  laws  of  Missouri,  and  completed  construction  and 
opened  the  road  for  operation  in  July,  1808.  The  property  was  sold  June  80, 
1913,  after  foreclosure  proceedings,  to  C.  M.  Robeson.  The  carrier  was  then 
organized  and  commenced  operating  the  property  under  lease  from  Robeson. 

DEVELOPMENT  OK  FIXED  PHYSICAL  PROPERTY 

The  carrier  owns  no  road  or  equipment.  It  operates  about  4.503  miles  of 
main  line  and  about  0.570  mile  of  yard  tracks  and  sidings  owned  by  C.  M. 
Robeson,  an  individual.  Robeson  acquired  the  property  in  1913  from  the  Cass- 
ville and  Western  Railway  Company  after  foreclosure  proceedings.  The  road 
was  built  and  opened  for  operation  in  1806,  by  the  Cassville  and  Western  Rail- 
way Company.  The  property  had  been  electrified  during  the  years  1011-12  but 
the  electrical  apparatus  and  equipment  were  later  removed  and  sold,  after 
which  arrangements  were  made  for  lease  of  necessary  equipment  and  operation 
of  the  property  as  a  steam  railroad. 

HISTORY  Or  CORPORATE  FINANCING 

No  information  regarding  the  financial  dealings  of  the  carrier  has  been 
obtained. 

RESULTS  Or  CORPORATE  OPERATIONS 

No  information  regarding  the  results  of  corporate  operations  of  the  carrier 
has  been  obtained. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  records  examined  do  not  indicate  that  the  carrier  owns  any  road  or 
equipment. 
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Cost  of  lands. — The  carrier  owns  no  lands  but  a  report  from  the  Oassvllle  & 
Exeter  Railway  Company  indicates  that  all  lands  used  by  the  carrier  on  date 
of  valuation  are  leased  from  C.  M.  Robeson,  the  owner.  These  lands,  all 
located  In  the  State  of  Missouri,  have  been  classified  as  carrier,  used  but  not 

Cost  of  machinery  and  equipment. — The  Cassville  &  Exeter  Railway  Com- 
pany reports  that  it  has  no  information  regarding  machinery  and  equipment 
used  by  the  carrier  on  date  of  valuation.  However,  there  have  been  inven- 
toried as  used  under  lease  by  the  carrier  certain  machinery  and  equipment, 
for  which  the  costs  to  the  owner  have  not  been  ascertained,  as  follows : 


Owner  and  description 

C.  M.  Robeson :  Unit 

Roadway  machines   2 

8 team  locomotives   1 

Passenger-train  cars   1 

Kansas  City,  Tort  Scott  and  Memphis  Railway  Company,  steam  loco- 


AID8,  GIFTS,  GRANTS,  AND  DONATIONS 

The  carrier  has  made  no  report  of  aids,  gifts,  grants,  or  donations  received 
by  it  and  none  have  been  found  of  record. 

LEASED  RAILWAY  PROPERTY 

The  carrier  on  dute  of  valuation  uses  under  lease  4.503  miles  of  railroad 
and  certain  equipment  owned  by  C.  M.  Robeson,  and  one  steam  locomotive 
owned  by  the  Kansas  City,  Fort  Scott  and  Memphis  Railway  Company.  It 
also  uses  jointly  with  the  St.  Louis-San  Francisco  Railway  Company  the 
depot  facilities  at  Exeter,  Mo.,  owned  by  the  latter  company.  No  information 
regarding  the  terms  of  lease  arrangements  has  been  obtained. 

APPENDIX  3 

ANALYSIS  OP  METHODS  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  Is  understood  to  Include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  Inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  is  immaterial  whether  this  fund  for  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 
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A  practical  way  to  determine  the  portlou  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  he  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating  ex- 
penses will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.  The  factors  affecting  cash  working  capital  are  as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  move- 
ment of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading, 
and  the  time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with 
charges  collected  at  destination,  in  addition,  the  time  for  movement  under 
load,  the  time  consumed  in  unloading,  and  the  credit  period  for  payment 
of  charges;  the  relative  amount  of  operating  expenses  for  various  purposes; 
and  the  elapsed  time  from  the  beginning  of  the  accrual  of  such  respective 
expenses  to  the  time  when  they  must  be  paid.  The  factors  in  most  cases 
represent  the  experience  of  all  Class  I  carriers  and  in  a  few  cases  consist 
of  specially  assembled  data  from  the  experience  of  territorially  scattered 
carriers  that  represent  over  40  per  cent  of  the  operating  expenses  of  ail  Class  I 
carriers.  For  material  and  supplies,  consideration  has  been  given  to  the  aver- 
age book  value  of  the  stock  carried  by  all  Class  I  and  Class  II  carriers  on 
June  30  for  the  years  1014-1016.  and  to  the  fact  that  some  part  of  this  stock 
is  held  for  additions  and  betterments  and  new  construction  and  that  some 
part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  i>er  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  appli- 
cable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and 
loaded  ear  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues 
from  eacli  class  of  service  are  In  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
puriKises  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  tbe  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sldered  for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's 
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common-carrier  property  of  that  kind  can  not,  of  course,  be  greater  than 
the  amount  actually  on  hand.  In  such  cases,  the  value  found  for  working 
capital  is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and 
supplies  on  band. 

The  carrier  has  no  material  and  supplies  or  cash  on  haud  on  date  of  valua- 
tion. Accordingly,  It  is  found  that  no  working  capital  was  owned  or  used 
by  it  for  common-carrier  operations  on  date  of  valuation. 


Valuation  Docket  No.  605 
BARTLETT  WESTERN  RAILWAY 


Submitted  September  SO,  1925.    Derided  Septetnlurr  IS,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Bartlett  Western 
Railway,  owned  and  used  tog  common-carrier  purposes,  found  to  be 
1240,000,  as  of  June  30,  1918,  and  of  property  used  but  not  owned,  $4,400. 

Report  of  the  Commission 
Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
By  Division  1 : 

The  Bartlett  Western  Railway,  hereinafter  called  the  carrier,  is  a 
corporation  of  the  State  of  Texas.  It  owns  and  operates  a  single- 
track  standard-gauge  steam  railroad,  extending  from  Bartlett,  Tex., 
to  Florence,  Tex.,  a  distance  of  23.253  miles.  It  also  owns  2.250  miles 
of  yard  tracks  and  sidings. 

By  our  order  of  July  10,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30, 1018,  of  the  property  of 
the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed,  as  provided  for  in  section  19a  of  the  interstate 
commerce  act,  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  value  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  September  IS,  1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the 
property  of  the  above-entitled  carrier,  heretofore  made  by  the  com- 
mission under  and  in  compliance  with  the  authority  conferred  and 
the  duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce 
act,  was  duly  given  to  said  carrier  and  to  the  Attorney  General  of 
the  United  States,  the  Governor  of  Texas,  and  the  Railroad  Com- 
mission of  Texas; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in  paragraph  (h)  of  said  section  19a : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Bartlett  Western  Rail- 
way as  of  June  30, 1918: 

Location  and  general  description  of  property. — The  railroad  of 
the  Bartlett  Western  Railway,  hereinafter  called  the  carrier,  is  a 
single-track  standard-gauge  steam  railroad,  located  in  Texas.  The 
main  line  extends  from  Bartlett  to  Florence,  Tex.,  a  distance  of 
23.258  miles.  The  carrier  also  owns  2.250  miles  of  yard  tracks  and 
sidings.    Its  road  thus  embraces  25.508  miles  of  all  tracks  owned. 

Capital  stock  and  long-term.  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $41,700  in  common  stock. 
It  has  no  outstanding  long-term  debt. 

Results  of  corporate  operations. — No  information  has  been  ob- 
tained respecting  the  results  of  corporate  operations,  owing  to  the 
condition  of  the  records.  The  records  do  not  show  that  the  carrier 
has  declared  any  dividends  on  its  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation  has  not 
been  ascertained,  owing  to  the  condition  of  the  records.  Such  infor- 
mation respecting  the  investment  in  property  as  can  be  ascertained 
is  stated  in  Appendix  2. 
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Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  owned 
or  used  by  the  carrier  are  as  shown  below. 


Wholly  owned  and  used. 


Cost  of 
repro- 
duction 
new 


Cost  of 
r?  pro- 
duct iGQ 
less  d»- 
precla- 


frotn  a  private  parly... 


$256,968  $196,045 
3,088  !  2,479 


Total  owned  

Total  used  


196,645 
199, 124 


These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets  which  are  a  part  of  Appendix  1.  Information 
as  to  the  character  of  the  property  used  but  not  owned  will  be  found 
in  Appendix  2,  under  the  caption  Leased  Railway  Property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  292.81  acres  of  land.  The  total  original 
cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records  are 
not  obtainable,  but  data  on  their  original  cost  will  be  found  in 
Appendix  2.  The  area  and  present  value  of  the  carrier  lands  owned 
or  used  are  as  shown  below. 


Acres 

Present 
value 

293.81 

0.67 

$34,480  00 

1.809.00 

292.  SI 
288.46 

34.480.60 
3fl.289.G0 

ToIaJ  used . . - . -                       -  --  --  -•«--■•-----»-»  

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  carrier  owns  no  property  held  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  and  used  by  the  carrier  and  included  in  the  preceding  state- 
ment of  carrier  lands  owned,  85.24  acres,  with  a  present  value  of 
$5,611.20,  were  acquired  through  aids.  Title  to  these  lands  was 
acquired  through  deeds  reciting  merely  nominal  considerations.  We 
are  not  able  to  report  the  value  of  these  lands  at  the  time  acquired. 
The  records  of  the  carrier  show  that  a  donation  of  $1,800,  represent- 
ing the  cost  of  a  depot  at  Schwertner,  Tex.,  was  received  from  a 
town-site  company. 

Material  and  supplies. — The  records  examined  do  not  show  whether 
any  material  and  supplies  are  on  hand  on  date  of  valuation. 
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Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  values 
here  reported,  the  values,  for  rate-making  purposes,  of  the  property 
of  the  carrier  owned  or  used,  devoted  by  it  to  common-carrier  pur- 
poses, are  found  to  be  as  follows : 

Wholly  owned  and  used  $240, 000 

Used  but  not  owned,  leaned  from  a  private  party   4,400 

Total  owned     240,000 

Total  used     244.400 

No  working  capital,  including  material  and  supplies,  is  found  to 
be  owned  or  used  by  the  carrier.  No  other  values  or  elements  of 
value  to  which  specific  sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes.— Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  the  classification  of  the  cost  of  reproduc- 
tion new  and  cost  of  reproduction  less  depreciation  above  set  forth, 
in  conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  present  and  predecessor  corporations;  moneys 
and  other  considerations  received  by  reason  of  issues  of  stocks,  bonds, 
and  other  securities,  together  with  the  syndicating,  banking,  and 
other  financial  arrangements  attending  their  issue;  the  net  and  gross 
earnings;  the  development  of  fixed  physical  property;  investment 
in  road  and  equipment ;  the  cost  of  lands,  rights  of  way,  and  termi- 
nals; and  other  pertinent  information.  Appendix  3  is  a  statement 
of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  is  situated, 
give  the  details  respecting  the  figures  here  reported,  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  in- 
spection, and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 
stated. 
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TRAFFIC  CONNECTIONS 

The  railroad  of  the  carrier  directly  connects  with  that  of  The  Missouri, 
Kansas  &  Texas  Railway  Company  of  Texas,  for  the  interchange  of  traffic,  at 
Rartlett,  Tex. 

PHYSICAL  CONDITIONS  AFFXCTING  CONSTRUCTION 

The  region  traversed  is  flat  prairie  country,  with  the  exception  of  several 
miles  which  lie  in  the  Salado  River  bottoms.  The  soil  varies  from  a  rich  black 
loam  with  clay  subsoil  to  a  sandy  loam 

ECONOMIC  CONDITIONS  DELATING  TO  TRAFFIC 

The  land  is  well  developed.  Agriculture  is  the  chief  industry  of  this  region, 
the  main  products  being  small  grains  and  cotton. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  light  with  considerable  classified  material,  chiefly  limestone. 
There  are  31  pile-and-frame  trestles,  aggregating  1,033  feet  in  length.  The 
main  track  is  laid  with  re-lay  rail  varying  from  30  to  60  pounds  in  weight, 
placed  on  crossties  that  are  principally  oak  or  pine,  with  a  small  percentage 
cypress.  The  principal  materials  used  for  ballast  are  limey  sand  and  dis- 
integrated limestone. 

EQUIPMENT 

The  carrier  owns  and  uses  the  following  units  of  equipment:  2  steam  locomo- 
tives, 10  freight-train  cars,  2  passenger-train  cars,  and  5  work-equipment  units. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47,  in- 
clusive. General  expenditures,  exclusive  of  interest,  have  been  estimated  at 
1.5  per  cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during 
construction  has  been  estimated  for  one-half  of  the  construction  period  of  eight 
months,  plus  three  months,  at  6  per  cent  per  annum  on  all  road  and  general- 
expenditures  accounts,  except  accounts  2  and  76.  Interest  on  equipment  has 
been  estimated  for  three  months  at  6  per  cent  per  annum. 
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Wholly  owned  and  used 


■ 

3 
6 

I 

W 
11 
1*2 
13 
I! 
!'' 
IS 
Vi 
?.i 
26 
37 

m 

44 


'•I 


1  KOAD 


Kng  iuer  ring  

Onuling  

Bridges,  trestles,  and  culvert*. 
Tics.  


Ralls  

Other  truck  material  .  

Ballast   _ 

Tracklaying  and  surfacing  

Right-of-way  fences  

Crossings  and  signs.. 
Station  and  ollicw  I 

Water  stations  

Fuel  stations. 
Shops  and  engine  houses. 
Telegraph  and  Uleptui 
Roadway  machine?. 
Roadway  small 
Shop  machinery 


 ---  —  


Total,  1,  and  3  to  47,  inclusive. 


n.  EQUIPMENT 

Steam  locomotives  

Freight-train  cars    

Passenger-train  enrs  

Work  equipment  


Cost  of 
reproduc- 
tion new 


$8,054 
43.303 

16,459 
31,901 

50,715 

0,318 
5,011 
23,  782 
705 
MO 
11.488 
2,243 


3,086 
673 
75 
604 


209.412 


20,  fM 
2,922 

10.950 
1,992 


Total,  51  to  58,  inclusive  

ID.  GENERAL  EXrENDITl RES 


71  ,  Organization  expenses 

72  General  officers  and  cle 

73  Ijiw  _   ...  

74  Stationery  and  printing  

75  Tales  

77  Other  expenditures,  general.. 

76  Interest  during  construction. 


30.430 


3.141 


7.985 


Cost  of 
reproduc- 
tion less 
deprecin- 
tion 


$8,054 
4.%  102 
tf.  677 

16,  129 
45,653 

6,324 

17,  361 
437 
716 

8,668 
1.  521 
179 

2,619 
516 
38 
3*4 


165,035 


12,224 
2.161 
7.3*) 
1,  173 


22.918 


2.481 


6.22! 


Total,  71  to  77,  inclusive..  

Grand  total.  1,  and  3  to  77,  inclusive. 


11, 128 


2M.968 


8,  702 


196,  645 


Wholly  used  but  not  owned,  lea$ed  from  Wm.  Bmnagan 


Account 


lfl 


71 

72 
73 
74 

75 
77 
71, 


1.  ROAD 

1\ npl no^rinj? .  ...  ........ 

Station  and  office  buildings  

Total,  1,  and  3  to  47.  inclusive   

in  gkneraL  FXl'tsnirrnrs 

OrRauiiation  expenses  

Oencral  officers  and  derka  

Law  

Stationery  and  printing  

Taxes  

Other  expenditures,  general   

Interest  during  construction  

Total.  71  to  77.  inclusive  

Grand  total,  1,  and  3  to  77,  inclusive  , 


Coat  of 


$113 

2.827 


2,940 


101 


14h 


Cost  of 
reproduc- 
tion leas 


$113 

2,248 


2,361 


_118 
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APPENDIX  2 

INTRODUCTORY 

The  carrier  is  a  corporation  of  the  State  of  Texas,  having  its  principal  office 
st  Bartlett,  Tex.  Its  accounting'  records  are  incomplete,  no  entries  having  been 
made  therein  since  1912  covering  its  financial  dealings,  corporate  operations, 
or  investments.  Therefore,  no  information  can  be  given  from  its  accounts 
which  would  show  the  assets  and  liabilities  of  the  carrier  on  date  of  valuation. 
The  records  reviewed  do  not  indicate  that  the  carrier  is  controlled  by  any  indi- 
vidual or  corporation.  The  property  of  the  carrier  has  always  been  operated 
by  its  own  organization. 

CORPORATK  HISTORY 

The  carrier  was  incorporated  June  17,  1911,  under  the  general  laws  of  the 
State  of  Texas,  for  the  purpose  of  acquiring  and  operating  the  railroad  of  the 
Bartlett-Florence  Bailway  Company  which  was  sold  at  receivership  sale  June 
12,  1911.  The  date  of  incorporation  of  the  Bartlett-Florence  Railway  Company 
was  not  ascertained.  Under  decree  rendered  March  8,  1911,  by  the  district 
court  of  Williamson  County,  Tex.,  its  property  and  rights  were  sold  to  the 
incorporators  of  the  carrier. 

DEVELOPMENT  or  FIXED  PHYSICAL  PROPERTY 

Of  the  23.258  miles  of  railroad  owned  by  the  carrier,  about  11.200  miles, 
extending  from  Bartlett  to  Jarreli,  was  acquired  by  purchase,  through  receiver's 
sale,  from  the  Bartlett-Florence  Railway  Company,  and  12.058  miles,  extending 
from  Jarreli  to  Florence,  was  acquired  by  construction  during  the  year  1911. 

HISTORY  OF  CORPORATE  FINANCING 

Reports  rendered  to  the  commission  show  $41,700  par  value  of  capital  stock 
issued  at  par  in  payment  for  road  purchased  from  the  Bartlett-Florence  Rail- 
way Company.  The  entire  Issue  Is  outstanding  on  date  of  valuation.  The 
records  reviewed  indicate  that  to  November  30.  1912,  the  carrier  had  Issued 
notes  of  $119,140.66  par  value,  all  of  which  were  outstanding  on  that  date. 
The  considerations  received  at  issue  could  not  be  definitely  determined.  Re- 
ports to  us  do  not  show  any  notes  outstanding  as  of  date  of  valuation,  and 
the  records  obtained  do  not  indicate  how  the  above  amount  was  liquidated. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  records  reviewed  do  not  contain  Income  or  profit  and  loss  accounts  and 
annual  reports  to  the  commission  are  incomplete;  therefore  nothing  can  be 
given  to  show  the  results  of  corporate  operations. 

Dividends.— The  records  reviewed  do  not  Indicate  that  the  carrier  has 
declared  any  dividends. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  records  reviewed  do  not  show  the  investment  of  the  carrier  in  road 
and  equipment  as  of  date  of  valuation. 

As  of  December  31,  1912,  the  recorded  investment  in  road  and  equipment  was 
$174579.41,  of  which  the  following  is  a  general  analysis : 
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Road  purchased,  capital  stock  Issued  at  par  $41,  700. 00 

Construction  and  additions  and  betterments : 

Recorded  money  outlay   $115.  880. 60 

Short-term  notes  Issued   8, 125.  70 

Interest    6,  864. 15 

Donations   1.800.00 

  132, 670.  41 


ORIGINAL  COST  TO  DATE 


The  original  cost  to  date  of  the  road  and  equipment  of  the  carrier  has  not 
been  ascertained.  The  available  information  respecting  expenditures  for  con- 
struction and  improvements  has  been  given  in  the  section  devoted  to  investment 
in  road  and  equipment 

Cost  of  lands.— The  carrier  reports  amounts  aggregating  $19,108.18  as  the 
outlays  by  itself  and  its  predecessor  in  connection  with  lands  owned  or  used 
by  it,  and  that  the  proceeds  from  the  sale  of  parts  of  parcels  of  such  lands 
aggregate  $1,437.50.  A  verification  of  the  amounts  indicates  that  the  reported 
outlays  should  be  reduced  by  $24,  representing  nominal  considerations  reported 
as  land  costs.  The  returns  made  by  the  carrier  include  certain  lands  for 
which  merely  nominal  deed  considerations  are  reported  and  certain  lands 
leased  for  which  no  costs  are  reported.  The  amounts  reported  by  the  carrier 
as  costs  incurred  by  it  and  Its  predecessor  for  the  remaining  lands  owned, 
after  making  the  change  noted  above,  are  made  up  of  substantial  considera- 
tions named  In  deeds,  which  the  carrier  returned  as  costs  but  which  are  not 
supported  by  accounting  records.  These  amounts  and  the  proceeds  from 
parts  of  parcels  sold,  classified  according  to  the  classification  herein  of  the 
lands  to  which  they  apply,  are  summarized  as  follows : 


Classification 


Amount* 
not  sup- 
ported by 
accounting 
records 


Lands  classified  as  carrier,  owned  and  used ..........   

From  which  should  be  deducted  the  portions,  not  definitely  determinable,  of  the  above  that 
are  assignable  to  parts  of  parcels  sold  for  proceeds  of  ..............  ................... 


$19, 174. 13 
L487.fi0 


All  of  the  foregoing  lands  are  located  in  the  8tate  of  Texas. 
Cost  of  machinery  and  equipment.— The  carrier  reports  that  it  owns  and 
26  units  of  equipment,  5  roadway  machines,  and  certain  machinery,  with 
costs  aggregating  $33,711.25.  A  verification  of  the  returns  of  the  carrier  Indi- 
cates that,  the  number  of  units  of  equipment  should  be  reduced  by  7,  that 
the  units  of  roadway  machines  should  be  increased  by  1,  and  that  the  costs 
should  be  reduced  by  $2,262.38,  as  detailed  below. 


Description 


Deductions: 
FrSghMr" 

Total  

Net  total 


,  motor  car  reported  but  pot 
reported  * 


Units 

Amount 

2 

1 

7 

157. 3S 
2,205.00 

8 

2,2*2  33 
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After  making  the  changes  noted  above  and  classifying  the  returns  according 
to  the  classification  herein  of  the  property  to  which  they  apply,  the  revised 
returns  are  summarized  as  follows : 


ClMslflmtkm 

Units 

CoStJ 

Mt  (mat  aA 

M aohiuery: 

• 

U06.62 
MX  23 

700.87 

Equipment : 

2 
10 
2 
6 

15,161.00 
1,136.00 

19 

*  Amounts  estimated  by  the  carrier  or  otherwise  not  supported  by  accounting  records. 


AIDS,  01FT8,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  no  aids,  gifts,  grants,  or  donations  were  received 
by  it  or  its  predecessor.  However,  the  records  show  that  the  cost  of  a  depot 
at  Schwertner,  Tex,  $1300,  was  paid  by  a  town-site  company.  The  report  of 
the  currier  upon  the  cost  of  its  lands  shows  that  certain  parcels  were  acquired 
through  deeds  that  recite  merely  nominal  considerations.  Since  the  records 
do  not  indicate  that  any  actual  payment  was  made  in  the  acquisition  of  these 
lands,  they  are  herein  designuted  as  upparent  aids. 

LEASED  RAILWAY  PROPERTY 

The  carrier  on  date  of  valuation  leases  a  station  building  at  Bartlett,  Tex, 
from  an  individual,  and  also  leases  certain  lauds.  The  terms  of  use  and  rentals 
for  the  leased  property  have  not  been  ascertained. 

Predecessor  Company 

BaBTT. ETT- F LORBN C«  RAILWAY  COMPANY,  PREDECESSOR  OF  THE  CARRIER 

No  records  of  the  Bartlett-Florence  Railway  Company  were  obtained. 
Records  of  the  carrier  indicate  that  it  was  a  corporation  of  the  State  of  Texas 
and  that  it  constructed  about  11.2  miles  of  railroad  extending  from  Bartlett 
to  Jarrett,  Tex.  On  June  17,  1911,  its  property  and  rights  were  sold  to  the 
carrier. 

APPENDIX  8 

ANALYSIS  Or  METHODS  FOR  DETKRMININO  WORK  I  NO  CAPITAL 

Working  capital  is  understood  to  include  usually  three  parts:  First,  the  In- 
vestment in  a  stock  of  material  and  supplies ;  second,  the  cash  necessary  to  pay 
the  operating  expenses  Incurred  for  common-carrier  service  prior  to  the  time 
when  the  revenues  from  that  service  are  available;  and  third,  a  buffer  fund 
of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating  de- 
ficiencies in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 

116LC.O. 


Digitized  by  Google 


80  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


particular  period,  the  amount  of  cash  working  capital  of  thin  sort  needed  for 
operating  purposes  is  the  umonnt  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses  which 
has  been  collected,  has  reached  the  treasury,  and  has  become  available  for 
paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners  or  secured  in  part  on  occasion  through  bank  loans  or  in  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that  of  all  operating  expenses  for  service  in  any  period  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaiuing  proportion  of  operating  ex- 
penses will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.  The  factors  affecting  cash  working  capital  are  as  follows:  The  rela- 
tive amount  of  revenue  from  the  various  classes  of  service;  the  elapsed  time 
from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the  rev- 
enues for  the  service,  including,  for  prepaid  freight,  the  time  for  movement 
of  empty  cars  to  the  point  of  loading;  the  time  consumed  in  loading  and  the 
time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges 
collected  at  destination,  in  addition,  the  time  for  movement  under  load,  the 
time  consumed  in  unloading,  and  the  credit  period  for  payment  of  charges; 
the  relative  amount  of  operating  expenses  for  various  purposes;  and  the 
elapsed  time  from  the  beginning  of  the  accrual  of  such  respective  expenses  to 
the  time  when  they  must  be  paid.  The  factors  in  most  cases  represent  the 
experience  of  all  Class  I  carriers,  and  in  a  few  cases  consist  of  specially 
assembled  data  from  the  ex|>erience  of  territorially  scattered  carriers  that 
represent  over  40  per  cent  of  the  operating  expenses  of  all  Class  I  carriers. 
For  material  and  supplies  consideration  has  been  given  to  the  average  book 
value  of  the  stock  carried  by  all  Class  I  and  Class  II  carriers  on  June  30 
for  the  years  1914-1916,  and  to  the  fact  that  some  part  of  this  stock  is  held 
for  additions  and  betterments  and  new  construction  and  that  some  part  repre- 
sents more  or  less  obsolete  material. 

Considering  these  facta  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  Investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors 
applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  dif- 
ferences are  in  respect  to  the  relative  amount  of  revenues  from  passenger 
and  freight  service,  and  the  average  haul  of  freight  and  the  ratio  between 
empty  and  loaded  car  movement  in  their  effect  upon  the  elapsed  time  before 
the  revenues  from  each  class  of  service  are  In  band. 
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Only  goch  cash  and  material  and  supplies  as  are  used  for 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation  is 
less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
affiliated  companies  or  to  other  special  circumstances,  the  carrier's  common- 
carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases  the  value  found  for  working  capital  is  the 
ram  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

The  records  do  not  indicate  that  there  was  any  stock  of  material  and  sup- 
pi  ie*  or  cash  on  hand  on  date  of  valuation.  Accordingly,  it  is  found  that 
no  working  capital  is  owned  and  used  by  the  carrier  for  common-carrier  opera- 
tions on  date  of  valuation. 
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Valuation  Docket  No.  178 
LOUISVILLE  &  JEFFERSONVILLE  BRIDGE  COMPANY 


Submitted  if  arch  t2,  1926.    Decided  September  IS,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Louisville  &  Jef- 
fersonvllle  Bridge  Company,  owned  and  used  for  common-carrier  pur- 
poses, found  to  be  $2,977510,  as  of  June  90,  1915. 

Burton  A.  Bertenshaw  for  Louisville  &  Jeffersonville  Bridge 
Company. 

Report  of  the  Commission 
Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 
Bt  Division  1 : 

The  Louisville  &  Jeffersonville  Bridge  Company,  hereinafter  called 
the  carrier,  is  a  corporation  of  the  States  of  Indiana  and  Kentucky. 
It  owns  and  operates  a  single-track  standard-gauge  railroad  bridge 
across  the  Ohio  River  and  several  miles  of  main  track  and  sidings  to 
connect  the  cities  of  Jeffersonville,  Ind.,  and  Louisville,  Ky.  The 
first  and  second  main-line  tracks  aggregate  4.399  miles.  It  also 
owns  17.112  miles  of  yard  tracks  and  sidings. 

By  our  order  of  November  30, 1921,  entered  in  this  proceeding,  we 
completed  the  tentative  valuation,  as  of  June  30,  1915,  of  the  prop- 
erty of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties  in  the  manner  and  as  required  by  law. 

The  carrier  filed  a  protest  within  the  30-day  period  prescribed  by 
law.  A  petition  of  intervention  was  filed  by  the  Western  Union 
Telegraph  Company.  A  hearing  was  assigned  and  due  notice  given. 
Counsel  for  the  carrier  entered  an  appearance,  but  offered  no  evi- 
dence, brief,  or  argument  in  support  of  the  protest.  No  appearance 
was  made  for  the  intervener. 

The  estimates  of  original  and  present  cost  of  condemnation  and 
damages  or  of  purchase  of  lands  in  excess  of  such  original  cost  or 
present  value  contained  in  the  tentative  valuation  will  be  omitted 
from  the  order  now  to  be  entered  for  the  reason  that  the  valuation 
act  has  been  so  amended  as  no  longer  to  require  us  to  report  this 
information. 

The  tentative  valuation  as  thus  modified  will  be  made  final. 
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Order 

Entered  September  IS,  1926 

It  appearing.  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty  of  the  above-entitled  carrier,  heretofore  made  by  the  commis- 
sion under  and  in  compliance  with  the  authority  conferred  and  the 
duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce  act, 
was  duly  given  to  said  carrier  and  to  the  Attorney  General  of  the 
United  States,  the  Governor  of  Indiana,  the  Governor  of  Kentucky, 
the  Public  Service  Commission  of  Indiana,  and  the  State  Tax  Com- 
mission of  Kentucky ;  and  that  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  by  said  carrier  within  the  30-day 
period  specified  in  paragraph  (h)  of  said  section  19a; 

It  further  appearing.  That  hearing  on  said  protest  was  set  for 
March  22,  1926,  and  that  due  notice  thereof  was  given  said  carrier 
and  the  other  parties  above  named ; 

And  it  further  appearing,  That  on  the  date  fixed  for  said  hearing 
appearance  was  entered  for  the  carrier  but  no  evidence  was  given, 
brief  filed,  or  argument  made  in  support  of  said  protest,  and  the 
matter  was  thereupon  taken  under  advisement  by  the  commission; 
upon  consideration  thereof: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Louisville  &  Jefferson- 
ville  Bridge  Company  as  of  June  30,  1915 : 

Location  and  general  description  of  property. — The  property  of 
Louisville  &  Jeffersonville  Bridge  Company,  hereinafter  called  the 
carrier,  consists  of  a  single-track  standard-gauge  railroad  bridge 
across  the  Ohio  River,  and  several  miles  of  main  track  and  sidings  to 
connect  the  cities  of  Jeffersonville,  Ind.,  and  Louisville,  Ky.  The  car- 
rier owns  4.116  miles  of  main  line  and  0.283  mile  of  second  main 
line.  Jts  total  main-line  mileage  is  4.399  miles.  The  carrier  also  owns 
yard  and  side  tracks  totaling  17.112  miles.  Its  road  thus  embraces 
21.511  miles  of  all  tracks  owned. 

Jointly  used  property. — The  carrier  jointly  owns  and  uses  with 
The  Cleveland,  Cincinnati,  Chicago  and  St.  Louis  Railway  Company, 
and  The  Baltimore  and  Ohio  Southwestern  Railroad  Company, 
certain  property  treated  as  minor  facilities  in  this  report,  the  car- 
rier's portion  being  included  in  the  reproduction  costs  with  the 
wholly  owned  property.   In  Appendix  2,  under  the  caption  Leased 
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Railway  Property,  will  be  found  a  statement  showing  the  property 
used  jointly  with  other  companies  and  the  terms  of  the  use. 

Corporate  history. — The  carrier  was  incorporated  March  25,  1890, 
under  section  3556,  Revised  Statutes  of  Indiana,  and  under  an  act  of 
the  Kentucky  Assembly,  approved  March  26,  1890,  whereby  the 
Louisville  and  Jeffersonville  Bridge  Company  of  Kentucky,  and  the 
Louisville  and  Jeffersonville  Bridge  Company  of  Indiana,  were  con- 
solidated to  form  the  carrier.  The  only  property  apparently  acquired 
by  the* carrier  from  its  predecessors  just  mentioned  was  their  charter 
rights,  which  granted  them  permission  to  construct,  own,  and  operate 
a  bridge  for  general  purposes  across  the  Ohio  River  between  the 
cities  of  Louisville  and  Jeffersonville.  The  carrier  is  controlled  by 
The  Cleveland,  Cincinnati,  Chicago  and  St.  Louis  Railway  Company, 
hereinafter  called  the  Big  Four,  through  ownership  of  two-thirds 
of  its  outstanding  capital  stock.  Its  principal  office  is  located  at 
Louisville.  The  detailed  facts  as  to  the  development  of  the  fixed 
physical  property  are  given  in  Appendix  2. 

History  of  corporate  financing,  capital  stock,  and  long-term  debt— 
The  carrier  has  issued  a  total  of  $10,925,000  in  stocks  and  bonds.  Of 
this  amount  $5,925,000  was  outstanding  on  date  of  valuation.  Of 
the  securities  outstanding,  $1,425,000  are  in  capital  stock  and  $4,500,- 
000  in  first-mortgage  bonds.  The  purposes  for  which  the  capital 
securities  were  issued  and  the  apparent  considerations  received  there- 
for, and  other  facts  pertinent  to  the  capitalization  of  the  carrier,  are 
given  in  Appendix  2. 

Gross  and  net  earnings  of  the  carrier. — The  result  of  the  cor- 
porate operations  of  the  carrier  from  the  beginning  of  operation 
on  August  18,  1895,  to  July  1,  1902,  can  not  be  stated  owing  to  the 
inadequacy  of  the  records.   The  result  of  the  corporate  operations 


of  the  carrier  from  July  1,  1902,  to  date  of  valuation,  is  stated  in 
detail  in  Appendix  2,  and  is  summarized  as  follows : 

Gross  earnings  (railway  operating  revenues )  $2,364,611.46 

Operating  expenses  (railway  operating  expenses)   2,252,654.18 


Resulting  In  net  earnings   (net  revenue  from  railway 

operations)  of   111,967.28 

During  the  same  period  taxes  assessed  (railway  tax  accruals) 

amounted  to     621,821.81 


Resulting  in  deficit,  instead  of  income  from  railway  oper- 
ations (railway  operating  income-deficit),  of   509, 864. 03 

Offsetting  this  there  was  income  from  nonoperatlng  sources 

(nonoperating  Income)  of   2,730,273.45 


Resulting  in  gross  income  for  the  period  (gross  income)  of.   2, 220, 409. 42 
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During  this  period  rents  and  hire  of  equipment  (chargeable  to 

deductions  from  gross  income)  amounted  to   $10, 322.08 


Resulting  in  amount  available  for  payment  of  interest  and 
dividends  and  for  other  corporate  purposes  (chargeable 
to  deductions  from  gross  income  and  to  disposition  of 
net  income)   of   2, 180,  086. 44 

No  dividends  have  been  paid  by  the  carrier. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
carrier,  as  showing  its  financial  condition  on  date  of  valuation, 
follows : 


Investments,  Investment  in  road  and  equipment  $5,  797, 952.  67 

Current  assets,  cash   127,209.59 

Deferred  assets,  other  deferred  assets   2, 133. 94 


Grand  total   _  _   5,927,296.20 

LIABILITIES 

Stock,  capital  stock   -  $1,425,000.00 

Long-term  debt,  funded  debt  unmatured   4,500,000.00 

Current  liabilities,  audited  accounts  and  wages  payable   162.  26 

Unadjusted  credits,  accrued  depreciation,  equipment   2, 133. 94 


Total     5,927,296.20 


Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the  books 
of  the  carrier  to  be  $5,797,952.67.  Of  this  amount  $3,225,000  con- 
sists of  securities  issued  to  the  East  End  Improvement  Company,  in 
part  payment  for  construction  and  real  estate.  When  certain  read- 
justments are  made,  as  detailed  in  Appendix  2,  this  account  will  be 
decreased  to  $5,425,242.33. 

Original  cost  to  date.— -The  original  cost  af  the  property  of  the 
carrier,  as  a  whole,  can  not  be  ascertained.  Information  respecting 
original  cost  of  the  property,  including  the  cost  of  lands,  shop  ma- 
chinery, and  equipment,  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  and  used  by  the  carrier,  including  carrier's  portion  of  jointly 
owned  minor  facilities,  are  as  follows: 

lie  Lac. 


Digitized  by  Google 


86 


INTERSTATE  COMMERCE  COMMISSION  REPORTS 


Cost  of 
reproduc- 


Cost  of 

reproduc- 
tion leas 
deprecia- 
tion 


Wholly  owned  and  used: 

In  Indiana   1411,072 

In  Kentucky   1, 902. 452 

Not  allocated  to  StatOJ......   57,703 


Total. 


*24«,  607 

1,  340.  55W 
34.  073 


2,371,227    1,630,  139 


These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets  which  are  a  part  of  Appendix  1. 

Costa  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  its  purposes  as  a  common  carrier  110.45  acres  of  lands.  The  area 
and  present  value  of  these  lands  are  as  follows : 


Area  in 

^alue' 

7».86 
30.  50 

.  _   

*5t>,488.©7 
702,814.  17 

110.44 

782,272.74 

The  original  cost  of  these  lands,  as  supported  by  accounting  rec- 
ords, was  $1,055,513.05  and  an  indeterminate  part  of  $137,374.52, 
the  cost  of  lands  devoted  partly  to  carrier  and  partly  to  noncarrier 
purposes,  of  which  $121,949.52  is  verified.  In  addition  to  these 
amounts  the  carrier  claims  costs  of  $148,644.77,  which  are  not  sup- 
ported by  accounting  records.  There  are  also  miscellaneous  and 
incidental  costs  of  $24289.70,  not  assignable  as  between  carrier  and 
noncarrier  lands,  but  «mpported  by  the  accounting  records. 

Rights  m  public  domain. — The  carrier  owns  and  uses  rights  in 
the  public  domain  as  follows : 


Cost 

Present 

value 

$18,430 
4,  000 

22,430 

118,430 
4,000 

24  430 

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  carrier  owns  35.19  acres  of  land  which  have  been  classified 
by  us  as  used  for  noncarrier  purposes.  The  present  value  of  thib 
land,  including  the  value  of  improvements  thereon,  is  as  follows : 
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ACTM 

1121 
21.98 

10,04149 

J2.600.05 

•6,19 

76,  Ml  64 

The  original  cost  of  these  lands,  as  supported  by  accounting  rec- 
ords, was  $115,142.32,  plus  an  indeterminate  part  of  $121,949.52,  cost 
of  partly  carrier  and  partly  noncarrier  lands,  and  of  $2,289.70  mis- 
cellaneous and  incidental  costs  not  assignable  to  specific  parcels  here- 
inbefore mentioned.  There  was  claimed  by  the  carrier  in  addition 
to  the  above,  $15,425,  representing  costs  for  partly  carrier  and  partly 
noncarrier  lands,  not  supported  by  the  accounting  records,  also  here- 
inbefore mentioned. 

Aid*,  gifts ,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  and  used  by  the  carrier,  0.08  acre  of  carrier  land,  with  a 
present  value  of  $177.60,  and  0.05  acre  of  noncarrier  land,  with  a  pres- 
ent value  of  $110.40,  located  in  Indiana,  devoted  to  carrier  and  to 
noncarrier  purposes,  respectively,  were  acquired  by  it  through  aids, 
the  title  to  this  land  being  conveyed  by  deeds  reciting  nominal 
considerations  only.  The  value  of  this  land  at  the  time  acquired 
can  not  be  determined. 

Materials  and  supplies. — The  carrier  did  not  report  any  materials 
or  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  here- 
in contained,  including  appreciation,  depreciation,  going-concern 
value,  working  capital,  and  all  other  matters  which  appear  to  have 
a  bearing  upon  the  value  here  reported,  the  value  for  rate-making 
purposes  of  the  property  of  the  carrier  owned  and  used  for  com- 
mon-carrier purposes  is  found  to  be  $2,977,210.  There  is  included 
in  the  value  above  stated  the  sum  of  $127,210,  on  account  of  work- 
ing capital,  consisting  wholly  of  cash  on  hand. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Appen- 
dixes 1  and  2.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheets  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  further  details  as  to  the 
development  of  fixed  physical  property,  investment  in  road  and 
equipment,  and  the  cost  of  lands,  rights  of  way,  and  terminals,  and 
other  pertinent  information ;  excepting  those  features  treated  in  the 
text  of  the  report. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1, 108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
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of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  engineering,  land,  and  accounting  reports,  copies  of  which 
have  been  furnished  to  interested  parties,  give  the  details  respecting 
the  figures  here  reported  and  are  on  file  in  the  Bureau  of  Valuation 
of  the  commission,  open  to  public  inspection  and  subject  to  the  direc- 
tion of  Congress,  and  these  reports  are  referred  to  for  greater  par- 
ticularity as  to  the  matters  herein  stated. 


APPENDIX  1 


ENGINEERING  AND  GENERAL  EXPENDITUBE8 


Engineering  has  been  estimated  at  5  per  cent  on  accounts  S  to  47,  inclusive. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  on  the  basis 
of  1.5  per  cent  upon  road  accounts  1  to  47,  exclusive  of  account  2.  Interest 
during  construction  has  been  estimated  for  one-half  the  construction  period  of 
three  years,  plus  three  months,  at  the  rate  of  6  per  cent  per  annum  on  all 
road  and  general-expenditures  accounts  excepting  accounts  2  and  76.  Interest 
on  equipment  has  been  estimated  for  three  months  at  6  per  cent  per  annum. 

SUMMARIES 


Wholly  otcned  and  used,  including  carrier's 

/ QQilitt€8 


portion  of  jointly  owned  minor 


— 


IT 





v  »•  f 

0 

10 

11 

12 
13 
15 
I '< 
17 
IM 
19 
20 
27  | 
92 
:.; 
36 
37 

:>.-. 


tit     |«.  I, 


•  1 1  •  •••    .['  .r  J  t:: 


♦    \iV*A*    !'*?*.    {»•.,.  h 


All  tertiong 

V  t  V\    -   ■    ■ . 

I.  ROAD 

Engineering  

Tics ......„..-.■.-.  -  - .  —    -  - 

Rails. 





Other  track  material  

nallast      -  

Tracklaylng  and  surfacing  _  

Right-of-way  fenaw   

Crossings  and  signs   

Station  and  ofli«  building  

Roadway  buildings   

Ehtor  stfltlons — „  —  — -  .*.„-.t..._ ......... ........ 

Kuol  stations  

Shorn  sad  e>ng1n<>  houses   _  _  

Signals  and  interlockers  

Power-distribution  systems  

Powcr-Uno  poles  and  futures  

Paving.  — .   

Roadway  machines  

Roadway  small  tools  

Shop  machinery ._  


Cost  of 


Cost  of 
reproduc- 
tion less 
deprecia- 
tion 


74,442 
1, 311, 830 
80,500 
66,401 
46, 678 
16,753 
64,800 
350 
6,402 
172,542 
1,563 
3.238 
22.S49 
M.387 
16,954 
440 
75 


210 
786 
21,830 


Total,  1,  and  3  to  47,  inclusive... 


W.228 
73, 705 
*<].  W2 
41,  623 
50,350 
29,507 
11,893 
36,377 
262 
6,009 
132,426 
1, 201 
2,819 
17, 408 
52,5*9 
12,665 
248 
50 
10,446 
133 
393 
IS, 40* 


1,422,409 
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Coat  of 
reproduc- 
tion new 

Cost  of 
reproduc- 
tion less 
deprecia- 
tion 

j4m  iraioiu— Continued 
n.  EQUIPMENT 

$33, 570 

30,  Ml 

21,419 

Other  expenditures,  general ........   _ . 

230,  «90  1         152,  6St 

Total.  71  to  77.  inclusive   

251,631 

174,  100 

total,  1,  and  2  to  77.  Inclusive . 

In  Indiana 


I.  ROAD 


Engineering. — 

Grading.  _  

Bridges, 

Ties  

Ralls 


Other  track  material  

LfiSta  ....... 

Tracklaying  and  i 
Right-of-way 
Crossings 


Shops  and  engine  bouses . 
and  interlockers.. 


Signals 


Total.  1,  and  3  to  47,  inclusive.. 


III.  GENERAL  EXPENDFTt  P.KS 


Or  sanitation  expenses  

General  officers  and  clerks. 
Law  

74  '  Stationery  and  printing... 

75  Taxes. 

?. 


! 

:■, 
• 

■." 

I! 
IS 

; 

.. 
i: 


Total,  71  to  77,  Inclusive.   

1,  and  3  to  77,  inclusive. 


Engineering. 
Grading. 


Bridt 

Ties  

Rails   

Other  track  me 

Ballast  

Tracktaying  an 
Right-of-way  ft 


terial. 

d  surfacing. 

ces. 


Croaaings  and  signs  

Station  and  office 

Roadway  buildings  

Yf  ater  stations. 

Fuel  station  

Shop*  and  engine  houses 
Signals  and  Interlockers 


2,  371,  227 


17,  4.\3 
17.M7 

2iy,  too 
an.  tin. 

22,  2*) 
1.>.647 
7, 

20,91* 
19 
353 
6.  0*7 

2«9 

4W 

1.1*7 

5.911 
5.V0 


366,  513 


44,  550 


411,072 


80,  773 

002.  721 
40,  hWO 
34,  131 
31,  031 
U,  64* 
33,  SS2 
331 

0,  Oil) 
HrtS,  455 

1 ,  2M 

2,  *20 
22,  Wi> 
02,  420 
10,043 


80.773 
55,  978 
719.380 
25,377 
30.868 
10,813 
ti,  789 
22,  3<52 

4,814 
12h,0WJ 

1,080 

2,410 
17.  4«4 
51.30-5 

8,865 
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Wholly  owned  and  used,  including  carrier  *  portion  of  jointly 

foe  Continued 


Account 


Classes 


S3  Power-line 

36  J  Paving  

37  Roadway  machines 
Roadway  small  tools 

44 


71 
72 
73 
74 
76 
77 
76 


Coat  of 
reproduc- 
tion 0«w 


$75 
12,481 
210 
786 
21,280 


Total,  1,  and  3  to  47, 


Oeneral  officers  and  i 

I<nw  

Stationery  and  printing  

Taxes    

Other  expenditures,  general. 
Interest  during  construction. 


Total,  71  to  77,  inclusive   

Grand  total,  1,  and  3  to  77,  inclusive. 


1,606,233 


24,443 
180,776 


206,219 


Cost  of 
reproduc- 
tion less 
deprecla- 


10.446 
133 
303 

13,217 


18.  065 
128, 851 


146.416 


1.  002,452  I  1,346,358 


Wholly  atoned  and  used 


Account 


51 


76 


Clasps 


Arof  nlhcaUd  to  stntet 

II.  FQUirilKNT 

.-rteam  locomotives    

Total,  51  to  57,  inclusive  

m.  GENERAL  EXPENDITURES 

Total.  71  to  77,  inclusive  

Grand  totnl,  I,  and  3  to  77.  inclusivo  


Cost  of 
reproduc- 
tion new 


$56,850 


56.850 


853 


Cost  of 
reproduc- 
tion 1?<SS 

tlon 


57,  703 


34,  073 


APPENDIX  2 

DEVELOPMENT  OF  TIXH>  PHYSICAL  PBOPERTT 

A  contract  dated  April  25,  1890,  was  entered  into  between  the  carrier  and 
the  East  End  Improvement  Company  under  which  the  latter  company  was  to 
procure  the  necessary  right  of  way  and  construct  the  bridge  across  the  Ohio 
River  for  the  carrier.  The  principal  stockholders  of  the  East  End  Improve- 
ment Company  were  J.  D.  Krieger,  sr.,  Joseph  Huffaker,  and  Dennis  Long,  who 
held  official  positions  in  both  the  East  End  Improvement  Company  and  the 
carrier.  The  bridge  was  opened  for  passenger  traffic  August  18,  1895,  and 
for  general  traffic  January  1,  1806. 
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HISTORY  or  CAPITAL  FINANCING 

The  records  of  the  carrier  disclose  no  syndicating  transactions,  the  carrier 
being  financed  through  the  issue  of  Its  own  securities  and  advances  received 
from  the  Big  Four;  The  Chesapeake  and  Ohio  Railway  Company,  hereinafter 
referred  to  as  the  Chesapeake  &  Ohio ;  Louisville,  Bvansville  &  St.  Louis  Con- 
solidated Railroad  Company;  and  the  East  find  Improvement  Company.  The 
securities*  issued  and  retired  are  here  stated  along  with  the  amount  outstand- 
ing on  date  of  valuation. 


Originally 

Retire- 
ments and 
treasury 
holdings 

Outstand- 
ing 

$1,425,000 

11,425,000 
4,600.000 

&,  500,000 

IS,  000, 000 

10,026,000 

9, 000, 000  |  6,025,000 

The  stock  Is  divided  into  shares  of  $100  par  value  each,  and  was  issued  to 
the  Bast  End  Improvement  Company  in  part  payment  for  construction  and 
real  estate,  being  charged  by  the  carrier  to  its  road  and  equipment  investment 
account.  The  East  End  Improvement  Company  assigned  this  stock  to  the 
Big  Four  and  the  Chesapeake  &  Ohio,  In  consideration  of  the  financial  aid 
given  in  advancing  funds  for  construction  of  the  property  of  the  carrier  and 
the  endorsement  as  guarantors  of  principal  and  interest  of  the  carrier's  mort- 
gage bonds. 

The  outstanding  funded  debt  of  the  carrier  on  date  of  valuation  is  rep- 
resented by  first-mortgage  4  per  cent  50-year  gold  bonds,  maturing  March  1, 
1&45.  which  were  guaranteed  by  the  Big  Four  and  the  Chesapeake  &  Ohio  both 
as  to  principal  and  interest  payment.  On  January  1,  1800.  the  carrier  issued 
$1,000,000  par  value  of  20-year  first-mortgage  6  per  cent  bonds  to  the  East 
End  Improvement  Company  for  construction  and  real  estate.  These  bonds  were 
subsequently  retired  on  April  1,  1805.  by  an  equal  amount  of  first-mortgage  4 
per  cent  bonds,  dated  January  1,  1805. 

On  September  1,  1803,  the  carrier  authorized  an  issue  of  $5,000,000  first, 
mortgage  50-year  4.5  per  cent  bonds,  of  which  $4,000,000  were  deposited  with 
the  United  States  Trust  Company,  trustee,  and  were  used  as  collateral  to  secure 
short-term  notes  issued.  When  the  notes  were  paid  the  bonds  were  canceled 
and  the  mortgage  released  in  March,  1805. 

On  January  1,  1895,  the  carrier  executed  a  mortgage  to  the  United  States 
Trust  Company  of  New  York  and  the  Union  Trust  Company  of  Indianapolis, 
securing  no  authorised  issue  of  $5,000,000  first-mortgage  50-year  4  per  cent  gold 
bonds,  of  which  $4,500,000  par  value  were  outstanding  on  date  of  valuation. 
Of  these  bonds  $1,000,000  par  value  were  issued  April  1,  1895,  to  retire  an  equal 
amount  of  first-mortgage  20-year  6  per  cent  bonds,  due  January  1,  1910,  of  the 
carrier's  own  issue ;  $800,000  par  value  were  issued  April  1,  1895,  to  the  East 
Bad  Improvement  Company  in  part  payment  for  construction  and  real  estate; 
and  $2,700,000  par  value  were  sold  during  the  period  from  June  30,  1805,  to 
May  1,  1909,  through  J.  P.  Morgan  &  Company  and  the  United  States  Trust 
Company  for  $2,495,000  in  cash.   The  discount,  amounting  to  $205,000,  was 
charged  by  the  carrier  to  its  road  and  equipment  investment  account.  Com- 
missions amounting  to  $34,625,  paid  for  the  sale  of  bonds,  and  expenses  amount- 
1161.  c.  a 
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lng  to  $13,467.35  incurred  in  connection  with  the  issuance  of  bonds,  were 
paid  with  cash  and  charged  by  the  carrier  to  its  road  nnd  equipment  investment 
account. 

The  carrier  issued  in  addition  to  the  foregoing  capital  securities,  during  the 
period  December,  1894,  to  February,  1906,  notes  at  par  in  the  amount  of 
$1,261,000  for  cash.  They  were  retired  during  the  period  from  September. 
1895,  to  May  1,  1909,  through  the  payment  of  cash  in  the  amount  of  $1,257,697.17. 
The  profit  realized  through  the  retirement  of  these  notes,  in  the  amount  of 
$3,302.83,  was  credited  by  the  carrier  to  its  investment  in  road  and  equipment. 

The  carrier  received  advances  from  other  companies  during  the  period  from 
February,  1890,  to  May,  1910,  as  follows : 


Received  from— 

Total 

Consideratk 
Cash 

n  received 
Interest  on 

The  Big  Poor  

$740,190. 44 
188, 710.71 

15,99(5.50 
120,365.00 

|72»,  005. 68 
103,  MS.  03 

15, 096.  SO 

i».:«.voo 

111,184.76 
6,774.68 

The  Chesjii*>akei  &  Ohio  

The  Louisville,  Evansville  &  St.  Louis  Consolidated  Railroad 

The  East  End  Improvement  Company  

1,064.271.66 

1,087,312.21 

16.959.44 

The  advances  were  retired  through  the  payment  of  cash  in  the  amount  of 
$1,050,275.15.  The  Louisville,  Evansville  &  St.  Louis  Consolidated  Railroad 
Company  passed  into  the  hands  of  receivers,  and  accepted  under  a  decree  of 
the  United  States  Court  dated  February  11,  1895,  $12,000  in  full  for  all  claims 
against  the  carrier.  The  difference  between  the  amount  due  the  Louisville, 
Evansville  &  St  Louis  Consolidated  Railroad  Company  and  the  amount  paid 
it  by  the  carrier  was  credited  hy  the  hitter  to  its  road  and  equipment  invest- 
ment account  in  the  amount  of  $3,990.50. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

On  date  of  valuation,  the  road  and  equipment  investment  account  of  the 
carrier  showed  a  balance  of  $5,797,952.67,  which  had  been  established  as 
follows : 

Securities  Issued  by  the  carrier  to  the  East  End  Improvement 
Company  in  part  payment  for  construction  and  real  estate—  $3, 225, 000. 00 

Cash  expended   2,327,159.65 

For  real  estate    $017, 410. 98 

For  Louisville  &  Southern  Indiana  Traction 

Company  viaduct   282,173.34 

For  Big  Four,  Chesapeake  &  Ohio  and  Louis- 
ville and  Nashville  Railroad  Company  con- 
nections and  viaducts   330,297.48 

For  other  construction  and  additions  and 

betterments   1, 054, 031. 07 

For  law  expenses   _  6,374.66 

For  stationery  and  prlntlug   222.19 

For  taxes  during  construction  :   29, 696. 67 

For  interest  during  construction   160, 911. 11 

2,487,117.50 
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Cash  receipts  from  sale  of  real 


estate- 


$60,  805.  00 


Cash  receipts  from  sale  of  mate- 
rial  


7,  470.  28 


Cash  receipts  from  rental  of  prop- 


erty 


25.  mi.  03 


Cash  receipts  from  rental  of  equip- 
ment  712. 00 

Interest  on  bank  balance  and  ac- 
counts during  the  construction 
period  credited  to  this  account—   65. 095.  54 

  $159, 957.  85 

Arbitrary  charges   $245,793.02 

Discount  on  bonds  issued  by  the  carrier   205,000.00 

Commissions  paid  by  the  carrier  incident  to 

the  issuance  of  bonds   34,625.00 

Expenses  paid  by  the  carrier  to  the  issuance 

of  bonds   13,467.35 


The  Louisville  &  Southern  Indiana  Traction  Company  viaduct  was  con- 
structed by  the  forces  of  the  Louisville  &  Southern  Indiana  Traction  Com- 
pany, and  the  actual  expenditures  made  therefor  by  that  company  were  reim- 
bursed to  it  by  the  carrier. 

The  work  of  constructing  the  Big  Four,  Chesapeake  &  Ohio,  and  Louisville 
and  Nashville  Railroad  Company  connections  and  viaducts  was  performed 
by  the  forces  of  the  Big  Four  and  the  Chesapeake  &  Ohio  for  account  of  the 
carrier.  The  other  construction  and  addition  and  betterment  work  which 
was  paid  for  in  cash  by  the  carrier,  amounting  to  $1,054,031.07,  was  performed 
by  the  forces  of  the  Big  Four,  the  Chesapeake  &  Ohio,  and  the  East  End  Im- 
provement Company.  The  disbursements  covering  these  expenditures  were 
all  originally  made  by  the  Big  Four  and  the  Chesapeake  &  Ohio,  and  they 
were  subsequently  reimbursed  by  the  carrier.  The  amount  paid  by  the  Big 
Four  and  Chesapeake  &  Ohio  in  cash  to  the  East  End  Improvement  Company 
for  construction  could  not  be  determined  from  the  records. 

The  examination  of  the  accounts  of  the  carrier  disclosed  that  certain  items 
includible  in  other  accounts  were  found  charged  and  credited  to  the  road  and 
equipment  Investment  account,  aggregating  net  charges,  as  recorded,  to  the 
known  amount  of  $372,710.34,  which  should  be  deducted.  In  addition,  a  fur- 
ther deduction  should  be  made  for  the  unknown  part  assignable  to  the  non- 
carrier  uses  of  the  cost  of  certain  parcels  of  land  used  partly  for  carrier  and 
partly  for  noncarrier  purposes.  The  carrier  reports  the  entire  cost  of  these  lands 
ds  $137371.52,  of  which  $15,425  is  not  supported  by  accounting  records.  If 

the  items  of  known  amount  were  adjusted,  the  debit  balance  in  the  carrier's 


253.  002.  35 


Less  profit  realized  by  the  carrier  in  retiring 
notes  of  its  own  issue,  and  advances  due  by 
it  to  other  companies,  at  less  than  par  


7.  299. 33 


Total 


6,  797, 952. 67 


us  i.  ca 


94 


INTERSTATE  COMMKKCE  COMMISSION  REPORTS 


road  and  equipment  investment  accouut  on  date  of  valuation  would  be  de- 
creased to  $5,425,242.33.    A  summary  of  the  items  comprising  this  decrease 


f  ollow8 : 
Deductions : 

Items  chargeable  to  the  profit  and  loss  account- 
Discount  on  bonds  issued  by  the  carrier   $205,000.00 

Commissions  puid  Incident  to  the  issuance  of  bonds   34,025.00 

Expenses  paid  incident  to  the  issuance  of  bonds   13, 467. 35 

Items  chargeable  to  the  miscellaneous  physical  property  ac- 
count, cost  of  30  parcels  of  land,  classified  as  noncarrler 

lands,  which  were  reported  by  the  carrier   126, 917. 32 


Total  deductions   380,000.67 

Additions,  items  creditable  to  the  profit  and  loss  account,  profit 
realized  in  the  retirement  of  advances  and  notes  of  the  carrier 

at  less  than  par   7,299.33 


Net   deductions   372,  710. 34 


ORIGINAL  COST  TO  DATS 

The  original  cost  to  date  of  the  property  of  the  carrier,  other  than  land, 
can  not  be  ascertained,  owing  to  the  inadequacy  of  the  records.  The  re- 
corded outlay  in  cash  and  securities  made  by  the  carrier  for  road  and  equip- 
ment, as  revealed  by  the  obtainable  records,  follows: 

Par  value  of  bonds  issued  to  East  End  Improvement  Company  by 
the  carrier  in  part  payment  for  construction  and  real  estate...  S3, 225, 000. 00 

Cash,  as  detailed  in  the  preceding  section,  which  includes  an  un- 
known amount  paid  to  the  East  End  Improvement  Company 


for  construction   2,387,904.6ft 

Less  deductions  unassignable  as  between  outlay  in  cash  or  se- 
curities, as  explained  below: 

Cash  received  from  sale  of  real  estate   60,  805, 00 

Cost  of  30  parcels  of  land,  classified  as  noncarrler  lands, 

which  were  reported  by  the  carrier    126,  917. 32 


It  could  not  be  determined  from  the  records  whether  the  real  estate  that 
was  sold  for  cash  had  been  previously  acquired  for  cash  or  securities,  nor  can 
It  be  positively  stated  that  the  $60,805  realized  from  the  sale  of  real  estate 
represents  the  actual  cost  of  the  property  sold,  as  the  records  of  the  carrier 
were  incomplete  in  that  respect,  but  no  record  could  be  found  of  any  profit 
or  loss  being  suffered  in  the  sale  of  real  estate. 

The  records  do  not  disclose  whether  the  noncarrler  lands  referred  to  above 
were  acquired  by  the  carrier  for  securities  or  cash.  An  undeterminable 
amount  should  be  deducted  from  the  above  total  for  a  portion  of  the  cost  of 
31  parcels  of  land  reported  by  the  carrier,  which  were  classified  as  partly 
carrier  and  partly  noncarrler  lands.  The  carrier  reported  this  land  at  a  cost 
of  $137,374.52,  of  which  $15,425  was  not  supported  by  accounting  records,  but 
the  records  do  not  permit  a  separation  of  this  amount  as  between  carrier  and 
noncarrler  lands,  nor  do  they  disclose  whether  the  cost  thereof  was  applicable 
to  the  outlay  of  cash  or  securities. 
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Coal  of  equi\ 
date  of  valuation 


carrier  reports  the  coat  of  equipment  on  hand  on 


aa  follows : 

5  units. 


Work    equipment,  2  units. 


164,  811.28 
92L77 


Total  7  units    65,733.05 

Our  inventory  developed  that  the  two  units  of  work  equipment  and  a  net 
amount  of  $506.46  should  be  deducted  from  the  returns,  leaving  five  units  of 
steam  locomotives  and  $55,166.59  to  represent  the  cost  of  equipment,  as  sup- 
ported by  accounting  records,  on  hand  on  date  of  valuation.  The  detaila  of 
the  aforesaid  deductions  follow : 

Deduction,  work  cars  Nos.  1  and  2,  in  unserviceable  condition  __  $921. 77 

Additions : 

Freight  paid  on  locomotives,  Noa.  1,  2.  and  3  $330.00 

Cost  of  setting  up  and  breaking  in  locomotives  Nos.  1,  2, 

 356.31 


Net  deductions     566.46 

Cost  of  ahop  machinery. — The  carrier  reports  25  units  of  shop  machinery  on 
band  valued  at  $4,278.75.  The  cost  of  16  units,  as  supported  by  accounting 
records,  was  $4,278.75. 

Cost  of  lands. — The  carrier  reports  the  original  cost  of  all  lands  owned,  In- 
cluding both  carrier  and  noncarrier,  as  $1,755,100.22.  In  verifying  the  carrier's 
returns,  $2S1. 930.86  was  found  not  to  constitute  land  costs.  The  resulting 
balance  of  $1,493,109.36,  made  up  in  part  of  costs  supported  by  accounting 
records  and  in  part  of  substantial  deed  considerations  and  other  amounts 
which  the  carrier  claims  to  represent  costs  but  which  are  not  supported  by 
accounting  records,  may  be  classified  as  f ollowa : 


Lands  devoted  wholly  to  carrier  purpose*,  owned  and  used 

Costs  supported  by  accounting 

Substantial  deed  considerations 

Miscellaneous  costs  

Rights  in  public  domain,  owned: 

Costa  supported  by  accounting  records  

Costs  not  supported  by  accounting  records  

Lands  devoted  wholly  to  noncarrier  purposes, 

Costs  supported  by  accounting  records   

Substantial  deed  considerations  

lAods  devoted  partly  to  carrier  and  partly  to  noncarrier  pur 
poses,  owned: 

Costs  supported  by  accounting  records  

Substantial  dead  considerations 

It 


$1. 055, 513. 05 
14S.325.77 
31B.0O 

4,000.00 
18,430.00 

lift,  142-32 
11.775.00 


121,949.  52 

15,425.00 

2,289  70 


$1,015,487.45 

147,325.77 
319.00 

4,000.00 


70, 522.  56 
10.775.00 


14,000.00 


$40, 025. 60 
1,000.00 


18, 430. 00 

44,619.76 
1,000.00 


58.083.69 

i.r 


47.  ( 


MISCELLANEOUS    PHYSICAL  PROPERTY 


The  records  of  the  carrier  did  not  report  separately  any  costs  for  miscel- 
laneous physical  property.  However,  It  returned  costs  aggregating  $126,917.32, 
applying  to  lands  which  have  been  classified  by  us  as  used  for  noncarrier 
purposes.  The  carrier's  return  also  included  costs  aggregating  $137,374.52 
for  binds  which  have  been  classified  as  partly  carrier  and  partly  noncarrier. 
No  basis  was  apparent  upon  which  to  satisfactorily  apportion  the  latter  amount 
according  to  use. 
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LEA  6  ED    RAILWAY  PROPERTY 

The  carrier  uses  for  switching  purposes  0.55  mile  of  first  main  track  and 
0.63  mile  of  second  main  track  of  the  Illinois  Central  Railroad  Company,  under 
an  agreement  dated  August  14,  1909,  whereby  the  carrier  pays  a  rental  of 
$175  per  month.  The  carrier  charged  the  amount  of  rental  paid  for  the  year 
ending  on  date  of  valuation,  In  the  amount  of  $2,100,  to  the  income  account 
Joint-Facility  Bents. 

The  carrier,  The  Pittsburgh,  Cincinnati,  Chicago  and  St  Louis  Railway 
Company,  and  The  Baltimore  and  Ohio  Southwestern  Railroad  Company  own 
and  use  an  interlocker  at  Jeffersonvllle,  the  ownership  being  in  the  following 
proportions:  Carrier  39.42  per  cent,  The  Pittsburgh,  Cincinnati,  Chicago  and 
St  Louis  Railway  Company  48.08  per  cent  The  Baltimore  and  Ohio  South- 
western Railroad  Company  12.50  per  cent  One-third  of  the  maintenance  and 
operating  expense  of  this  interlocker  is  paid  by  each  company. 

A  train-order  signal,  located  on  the  bridge  of  the  carrier,  is  owned  by  the 
carrier  and  The  Baltimore  and  Ohio  Southwestern  Railroad  Company  in  equal 
proportions.  The  records  of  the  carrier  did  not  disclose  that  any  payments 
were  made  by  it  for  the  year  ended  on  date  of  valuation  on  account  of  the 
maintenance  and  operation  of  this  signal. 

The  Southern  Indiana  Traction  Company  uses  0.92  mile  of  first  main  track, 
0.28  mile  of  second  main  track,  and  0.21  mile  of  yard  tracks  of  the  carrier  under 
an  agreement  dated  November  1,  1902,  whereby  the  Southern  Indiana  Trac- 
tion Company  pays  a  rental  of  1  cent  per  passenger  and  25  per  cent  of  the  ex- 
press receipts,  with  a  guaranteed  minimum  amount  of  $12,000  per  annum,  for 
the  use  of  the  main  line  on  the  bridge,  and  0.25  cent  per  passenger  for  the  use 
of  the  bridge  track  known  as  line  "  A,"  with  a  guaranteed  minlmnm  amount 
of  $10,000  per  annum.  The  Southern  Indiana  Traction  Company  also  pays  a 
rental  of  $50  per  month  for  the  use  of  the  land  on  which  its  approach  to  the 
Indiana  side  of  the  bridge  is  constructed.  The  carrier  received  for  the  use 
of  these  facilities  for  the  year  ended  on  date  of  valuation  a  total  rental  of 
$29,790.02,  which  was  credited  to  the  income  account  Miscellaneous  Revenues. 
It  also  received  $5,269.05  as  the  Southern  Indiana  Traction  Company's  propor- 
tion of  the  salaries  of  Joint  employees,  and  $141.80  as  the  Southern  Indiana 
Traction  Company's  proportion  of  taxes,  for  the  year  ended  on  date  of  valu- 
ation. The  basis  on  which  these  salaries  and  taxes  were  apportioned  was 
not  stated.  The  Southern  Indiana  Traction  Company  furnished  its  own 
electrical  equipment  and  constructed  Its  own  approach  to  the  bridge. 

STATEMENT  OF  INOOME 

The  statement  of  income  of  the  carrier  for  year  ended  on  date  of  valuation, 
and  for  period  July  1,  1901,  to  date  of  valuation,  is  as  follows: 
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Year 

Period 

Operating  Income: 

Railway  operating  revenues 
Railway  operating  expenses 

$189,  750.03 
205, 038.41 

t2,3<H,01I.4fl 
2,  252,  654. 18 

Net  revenue  from  railway  operations  

-------------- 

15,287.  78 
63,  5] 8.  75 

111,957.28 
"""621,821. "31 

Net  loss  from  railway  operations  

XGDOperatlng  Income: 

G8.806.53 

609,8*4.03 

234.  872.  27 
4.45S.  81 

2,682.155.54 
3I.Mtt.2V 
738. 16 
15.  430.  4fl 

M i&cell aneous rent  income  

Lixoom*?  from  im/ixflu&d  socuriti&s  &ud  Accounts 

12.035.73 

OM     *}rt»t  CI 
«£*J  I  ,  .300.  PI 

Deductions  from  gross  income: 

JobnUfaciJity  rents  

182.  5G0.28 

2,  220.  409.  42 

457.18 
2,100.00 
3.  10 
18a  000. 00 

3.713.17 
36, 606. 71 
3.10 
2,178,000.00 
2.  080.44 

Total  

I82.5fl0.28 

2.220.409.42 

The  accounts  did  not  Include  a  profit  and  loss  account,  and  the  balance  sheet 
as  of  date  of  valuation  did  not  reflect  a  profit  and  loss  balance.  An  examina- 
tion of  the  accounts  of  the  carrier  disclosed  that  certain  Items  were  charged 
and  credited  to  the  road  and  equipment  Investment  account  which  were  properly 
includible  in  the  profit  and  loss  account.  If  an  adjustment  of  these  items 
were  made,  a  debit  balance  would  be  created  in  the  profit  and  loss  account 
on  date  of  valuation  in  the  amount  of  $245,793.02. 

A  summary  of  the  items  comprising  this  amonnt  follows : 

Add  items  charged  to  the  road  and  equipment  investment  account: 

Discount  on  bonds  Issued  by  the  carrier  $205,000.00 

Commissions  paid  incident  to  the  Issuance  of  bonds  by  the 

carrier   84, 625. 00 

Expenses  paid  incident  to  the  issuance  of  bonds  by  the 
carrier   13, 467. 35 

Total   253,092.85 

Deduct  items  credited  to  the  road  and  equipment  investment  ac- 
count; profit  realized  in  the  retirement  of  advances  and  notes 

of  the  carrier   7,299.83 

Net  addition   245,798.02 
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Valuation  Dockkt  No.  195 

CENTRAL  UNION  DEPOT  AND  RAILWAY  COMPANY  OF 

CINCINNATI 


Submitted  January  25,  1920.    Decided  September  IS.  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Central  Union 
Depot  and  Railway  Company  of  Cincinnati,  owned  and  used  for  common- 
carrier  purposes,  found  to  be  $670,808,  as  of  June  30,  1915,  owned  but  not 
used  $300,000,  and  used  but  not  owned,  $424,870. 

Burton  A.  Bertenshaw  for  the  Central  Union  Depot  and  Railway 
Company. 

Forrest  S.  Lyman  for  the  Western  Union  Telegraph  Company. 

Report  of  the  Commission 
Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
By  Division  1 : 

The  Central  Union  Depot  and  Railway  Company  of  Cincinnati, 
hereinafter  called  the  carrier,  is  an  Ohio  corporation,  controlled  by 
The  Cleveland,  Cincinnati,  Chicago  and  St.  Louis  Railway  Company 
through  stock  ownership.  It  owns  and  operates  a  passenger  sta- 
tion and  other  terminal  facilities  at  Cincinnati,  Ohio.  Its  road 
embraces  1.756  miles  of  all  tracks  owned. 

By  our  order  of  January  21,  1922,  entered  in  this  proceeding,  we 
completed  the  tentative  valuation  as  of  June  SO,  1915,  of  the  car- 
rier's property.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties,  in  the  manner  and  as  required  by  law. 
The  carrier  filed  a  protest  within  the  30-day  period  prescribed  by 
law.  The  Western  Union  Telegraph  Company  filed  a  petition  of 
intervention.  A  hearing  was  assigned  and  due  notice  given.  The 
carrier  and  the  Western  Union  Telegraph  Company  entered  ap- 
pearances at  the  hearing  but  presented  no  testimony. 

The  estimates  of  original  and  present  cost  of  condemnation  and 
damages  or  of  purchase  of  lands  in  excess  of  such  original  cost 
or  present  value  contained  in  the  tentative  valuation  will  be  omitted 
from  the  order  now  to  be  entered  for  the  reason  that  the  valuation 
act  has  been  so  amended  as  no  longer  to  require  us  to  report  this 
information. 

The  tentative  valuation  as  thus  modified  will  be  made  final. 
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Order 

Entered  September  IS,  1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  tne 
property  of  the  above-entitled  carrier,  heretofore  made  by  the  com- 
mission under  and  in  compliance  with  the  authority  conferred  and 
the  duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce 
act,  was  duly  given  to  said  carrier  and  to  the  Attorney  General  of 
the  United  States,  the  Governor  of  Ohio,  and  the  Commission  of 
Public  Utilities  of  Ohio,  and  that  protest  against  said  tentative 
valuation  was  filed  with  the  commission  by  said  carrier  within  the 
30-day  period  specified  in  paragraph  (h)  of  said  section  19a; 

It  further  appearing,  That  hearing  on  said  protest  was  set  for 
January  25,  1926,  and  that  due  notice  thereof  was  given  said  earner 
and  the  other  interested  parties; 

And  it  further  appearing,  That  on  the  date  fixed  for  said  hearing 
appearance  was  entered  for  the  carrier  and  intervener  but  no  evi- 
dence was  given,  brief  filed,  or  argument  made  in  support  of  said 
protest,  and  the  matter  was  thereupon  taken  under  advisement  by 
the  commission;  upon  consideration  thereof: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared 
to  be,  the  final  valuation  of  the  property  of  the  Central  Union  Depot 
and  Railway  Company  of  Cincinnati  as  of  June  30,  1915: 

Location  and  general  description  of  property. — The  railroad  of 
Central  Union  Depot  and  Railway  Company  of  Cincinnati,  herein- 
after called  the  carrier,  consists  of  a  brick  passenger  station,  train 
sheds,  and  other  terminal  facilities  for  handling  traffic  in  the  city 
of  Cincinnati,  Ohio.   Its  road  embraces  1.756  miles  of  all  tracks 
•  owned.    The  property  of  the  carrier  has  always  been  operated  by  its 
own  officers,  and  on  date  of  valuation  was  used  bv  The  Cleveland, 
Cincinnati,  Chicago  and  St.  Louis  Railway  Company,  The  Balti- 
more and  Ohio  Railroad  Company,  The  Chesapeake  and  Ohio  Rail- 
way Company,  Louisville  and  Nashville  Railroad  Company,  and 
The  Cincinnati,  New  Orleans  &  Texas  Pacific  Railway  Company, 
hereinafter  termed  the  tenants.   In  Appendix  1  will  be  found  a 
general  description  of  the  property  of  the  carrier. 

Jointly  used  property. — The  carrier  has  no  jointly  owned  and 
used  property.   In  Appendix  2,  under  the  caption  Leased  Railway 
Property,  will  be  found  a  statement  showing  the  property  used 
jointly  with  other  companies  and  the  terms  of  the  use. 
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Corporate  history. — The  carrier  was  incorporated  June  17,  1884, 
under  the  general  laws  of  the  State  of  Ohio,  for  the  purpose  of  con- 
structing and  operating  a  union  passenger  depot  and  terminal  facili- 
ties in  Cincinnati.  The  carrier  is  controlled  by  The  Cleveland, 
Cincinnati,  Chicago  and  St.  Louis  Railway  Company  through  owner- 
ship of  66%  per  cent  of  the  common  stock  of  the  carrier,  and  through 
the  exercise  of  voting  powers  of  the  carrier's  preferred  stock  dele- 
gated by  the  owners  to  the  presidents  of  The  Cleveland,  Cincinnati, 
Chicago  and  St.  Louis  Railway  Company  and  The  Baltimore  and 
Ohio  Railroad  Company,  which  latter  company  owns  the  remaining 
33V&  per  cent  of  the  carrier's  capital  stock.  The  voting  powers  are 
to  be  delegated  as  stated,  so  long  as  the  annual  6  per  cent  dividends 
on  the  carrier's  preferred  stock  are  paid.  Its  principal  office  is 
located  at  Cincinnati.  The  detailed  facts  as  to  the  development  of 
the  fixed  physical  property  are  given  in  Appendix  2. 

History  of  corporate  financing,  capital  stock,  and  long-term  debt. — 
The  carrier  has  issued  a  total  of  $962,500  in  stocks  and  in  bonds,  all 
of  which  were  outstanding  on  date  of  valuation.  Of  the  securities 
outstanding,  $712,500  are  in  capital  stock  and  $250,000  in  first-mort- 
gage bonds.  Of  the  stock,  $112,500  is  in  common  and  $600,000  in 
preferred.  The  purposes  for  which  the  capital  securities  were  issued 
and  the  apparent  considerations  received  therefor,  and  other  facts 
pertinent  to  the  capitalization  of  the  carrier,  are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  carrier. — The  result  of  the  corporate 
operations  of  the  carrier  from  July  1,  1884,  to  date  of  valuation,  is 
stated  in  detail  in  Appendix  2,  and  is  summarized  as  follows : 


Gross  earnings  (railway  operating  revenues)   (412,746. 

Operating  expenses  (railway  operating  expenses)   20,433.69 

Resulting  in  net  earnings  (net  revenue  from  railway  operations) 

of   392, 312. 33 

During  the  same  period  taxes  assessed  (railway  tax  accruals) 

amounted  to   18,127.99 

Resulting  in  income  from  railway  operations  (railway  operating 
income)  of  ,   374,184.34 

In  addition  to  this  there  was  Income  from  nonoperating  sources 

(nonoperating  Income)  of   3,768,716.25 

Resulting  In  gross  income  for  the  period  (gross  income)  of        4, 142, 900. 59 

During  this  period  miscellaneous  rents  (chargeable  to  deductions 
from  gross  income)  amounted  to   1,621,883.16 

Resulting  in  amount  available  for  payment  of  interest  and  divi- 
dends and  for  other  corporate  purposes  (chargeable  to  deduc- 
tions, from  gross  income  and  to  disposition  of  net  income)  of—  2,521,017.43 
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From  1885  to  1915,  both  inclusive,  dividends  were  paid  annually  on 
the  preferred  stock  at  the  rate. of  fir per  cent;  from  1885  to  1913,  in- 
clusive, at  the  rate  of  6  per  cent  on.  tKe  .common  stock,  in  1914  at  the 
rate  of  32%  per  cent  on  the  conunOnrstock,  and  in  1915  at  the  rate 
of  61  per  cent  on  the  common  stock  rtg.  ihe  aggregate  amount 
of  $1,338,750.  -  ; 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
carrier,  as  showing  its  financial  condition  on  date  of  valuation, 
follows:  ..  .  . 


Investments : 

Investment  in  road  and  equipment  $1,  190, 649. 07 

Sinking  funds   459,993.52 


Total  $1,859,642.59 


Cash     $20,808.35 

Miscellaneous  accounts  receivable   34,826.84 


Total       55,635.10 

Deferred  assets,  other  deferred  assets   86, 444. 81 

Unadjusted  debits: 

Rents  and  Insurance  premiums  paid  in  ad- 
vance   $4, 251. 04 

Other  unadjusted  debits   ___  2,812.50 


Total   7,  063.  54 


Grand  total   1,808,786.13 

LIABILITIES 

Stock,  capital  stock     712,500.00 

Lonjj-term  debt,  funded  debt  unmatured   250,000.00 

Current  liabilities: 

Audited  accounts  and  wages  payable  $7,552.72 

Dividends  matured  unpaid   10,687.50 

Unmatured  interest  accrued   2,812.50 

Unmatured  rente  accrued   13, 404.  72 


Total   34, 457. 44 

Unadjusted  credits,  tax  liability     1,200.00 

Corporate  surplus,  profit  and  loss  balance,  credit   810,628.  60 


Grand  total   1,808,786.13 

Investment  in  road  and  equipment. — The  amount  in  the  road  and 
equipment  investment  account  of  the  carrier — it  owns  no  equip- 
ment— including  land,  on  date  of  valuation,  is  stated  in  its  books 
to  be  $1,199,649.07.  If  certain  readjustments  were  made,  as  detailed 
in  Appendix  2,  this  account  would  be  decreased  to  $1,193,399.07,  of 
which  $712,375.39  consists  of  capital  stock  issued  at  par,  the  value 
of  which  at  the  time  of  issue  is  not  known  and  can  not  be  determined. 
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Original  cost  to  dale. — The  original  cost  to  date  of  the  property  of 
the  carrier,  other  than  land  and  machinery,  can  not  be  ascertained. 
Information  respecting  origmataost,*  including  the  cost  of  lands  and 
machinery,  will  be  found  in*  AH>endix  2. 

Cost  of  reproduction' flew  and  cost  of  reproduction  less  depreda- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  owned 
and  used  andtowritod  but  not  used  by  the  carrier,  are  as  follows: 


Cost  of  re- 
production 

Coat  of  re- 
production 
ie«s  depre- 
ciation 

1704,  M7 
290,461 

$513,023 
240,  S29 

Owned  hut  not  used,  leased  to  Tbe  Cleveland,  Cincinnati,  Chicago,  and  St. 

1.004,408 
704,047 

763,862 
618.023 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets  which  are  a  part  of  Appendix  1. 

Cost  of  lands )  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  its  purposes  as  a  common  carrier  0.25  acre  of  land.  The  original 
cost  of  this  land,  as  supported  by  accounting  records,  was 
Additional  costs  applicable  to  lands  owned  by  the  carrier  but  used 
partly  by  the  carrier  and  partly  by  another  carrier,  amounting  to 
$76,488.90,  are  supported  by  accounting  records,  and  costs  amounting 
to  $3.70  are  not  verified.  There  are  also  costs  of  $494.02,  as  sup- 
ported by  accounting  records,  which  can  not  be  assigned  to  any  par- 
ticular classification  of  land.  The  area  and  present  value  of  lands 
owned  and  used,  used  but  not  owned,  and  owned  but  not  used,  are 
as  follows : 


Acres 

Present 
value 

^^liolly  own*?**!  An<l  \ is^d . *  •*•*•*•.-..*..•••«.•.  ....... ..... ... . 

Owned  but  not  used,  leaaed  to  Tbe  Cleveland,  Cincinnati,  Chicago,  and  St.  Louis 

0.23 
0.31 
4.12 

$33,867.25 
4O.O9.V00 
42t,  870  4S 

Uwd  but  not  owned,  leased  from  Tbe  Cleveland,  Cincinnati,  Chicago,  siui  St.  lauis 

066 
4  37 

Property  held  for  purposes  other  than  those  of  a  caramon  car- 
rier.— The  balance  sheet  of  the  carrier  at  date  of  valuation  records 
no  investment  in  other  companies.  An  examination  of  the  account- 
ing records  of  the  carrier  disclosed  that  the  carrier  expended 

116 1,  a  C. 


Digitized  by  Google 


< 


CENTRAL  UNION  DEPOT  A  RY.  CO.  OF  CINCINNATI  103 

$459,993.52  for  securities  of  other  companies,  which  was  classified  on 
the  carrier's  balance  sheet  as  "  sinking  fund."  According  to  the  car- 
riers  books  the  par  value  of  the  total  of  investments  in  other  com- 
panies is  $521,000,  and  the  book  value  is  stated  as  $459,993.52.  The 
value  of  this  property  at  date  of  valuation  can  not  be  ascertained. 
The  details  of  these  investments  will  be  found  in  Appendix  2. 

Aid*,  gift*,  grant*  of  right*  of  way,  and  donation*. — The  records 
do  not  indicate  that  the  carrier  received  any  aids,  gifts,  grants  of 
rights  of  way,  or  donations. 

Material*  and  supplies.— The  carrier  did  not  report  any  materials 
or  supplies  on  hand  on  date  of  valuation. 

Final  value.— After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier  owned  and  used,  used  but  not 
owned,  and  owned  but  not  used,  devoted  to  common-carrier  pur- 


poses, are  found  to  be  as  follows: 

Wholly  owned  and  used   $670,  808 

Owned  but  not  used,  leaned  to  The  Cleveland,  Cincinnati,  Chicago 

and  St.  Ixrals  Hallway  Company   300,  000 

Used  but  not  owned,  leased  from  The  Cleveland,  Cincinnati,  Chicago 

and  St.  Louis  Railway  Company   424, 870 

Total  owned   970,808 

Total  used   1, 095, 678 


There  is  included  in  the  value  above  stated  as  wholly  owned  and 
used  the  sum  of  $20,808,  on  account  of  working  capital,  consisting 
wholly  of  cash  on  hand. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1  and  2.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheets  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  further  details  as 
to  investment  in  road  and  equipment,  the  cost  of  lands,  rights  of 
way,  and  terminals,  and  other  pertinent  information,  excepting 
those  features  treated  in  the  text  of  the  report. 

Reference  is  made  to  Appendix  3  of  the  report  in  Texas  Midland 
Railroad,  75  I.  C.  C.  1, 108,  which  is  hereby  made  a  part  hereof,  for 
a  statement  of  the  methods  employed  and  of  the  reasons  for  the 
differences  between  the  various  cost  values  reported. 

The  engineering,  land,  and  accounting  reports,  copies  of  which 
have  been  furnished  to  interested  parties,  give  the  details  respecting 
the  figures  here  reported  and  are  on  file  in  the  Bureau  of  Valuation 
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of  the  commission,  open  to  public  inspection,  and  subject  to  the  direc- 
tion of  Congress,  and  these  reports  are  referred  to  for  greater 
particularity  as  to  the  matters  herein  stated. 


APPENDIX  l 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

Approximately  113.000  cubic  yards  of  common  excavation  Is 
grading  account.   The  track  is  laid  with  80-pound  rail  which 
laid,  with  a  small  amount  of  56-pound  and  67-pound  re-lay  rail. 

ENGINEERING   AND  GENERAL  EXPENDITURES 


under  the 
new  when 


Three  per  cent  on  accounts  3  to  47,  Inclusive,  has  been  allowed  to  cover  engi- 
neering. General  expenditures,  exclusive  of  interest,  have  been  allowed  on  the 
basis  of  1.5  per  cent  upon  road  accounts  1  to  47,  exclusive  of  account  2.  In- 
terest during  construction  has  been  allowed  for  one-half  the  construction  period 
of  18  months,  plus  3  months,  at  the  rate  of  6  per  cent  per  annum  on  all  road  and 
general-expenditures  accounts  excepting  accounts  2  and  76. 


Wholly  oxcned  and  used 


i 

3 

6 

9 
Hi 
n 
ii' 
is 

16 
2ft 

32 

33 
37 
43 
46 


71 
72 
73 
74 
75 
77 
78 


I  IIOAH 


Engineering  

Oracling   

Bridges,  treaties,  and  culverts. 

Ties  ..  

Kalis....  

Other  track  material  

Ballast  

Track  laying  and  surfacing  

Crossings  and  signs  

Station  and  office  buildings... 

Power-plant  buildings  

Power -distribution  systems. . . 
Power-line  poles  and  fixtures. . 

Roadway  machines  

Other  expenditures,  rood  


Total,  1,  and  3  to  47,  Inclusive  

HI.  GENERAL  KXFEN UITURXS 


Organltati  on  ex  pauses  

General  officers  and  clerks  

Law  

Stationery  and  printing  

Taxes  

Other  expenditures,  general  

Interest  g tiring  construction 


•  


::::: 


Total,  71  to  77,  inclusive  

Grand  total,  1,  and  3  to  77,  inclusive. 


40.  731 


$10,084 

$19,  0*4 
25, 6M 

25.  \H2 

2 

1 

4,665 

2, 753 

C.  100 

5,210 

6,704 

4,012 

2.3K2 

2,  144 

3,(538 

2,663 

17.97U 

477,  905 

337,252 

26,716 

22,269 

8,300 

6,25ft 

1,090 

730 

21 

11 

278 

200 

42,395 

30,540 

655. 216 

476.720 

9.W8 

7,17* 

TO.  003 

20, 129 

30.303 
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Wholly 


but  not  used,  leased  to  The  Cleveland,  Cincinnati,  Chicago,  and 
8t.  LouU  Railway  Company 


Cost  of 
reproduc- 
tion new 


Cost  of 


1 

16 


I.  SO  AD 


Total,  1,  and  3  to  47. 


71  [  Organization  expense.. ........... 

72  |  General  officers  and  clerks  

73  I  Law.  ............ ................ 

74  i  Stationery  and  printing   

76  Taxes  


77 
78 


Other  ex 
Interest 


.peii<11tur«i,  Kenprnl 

daring  construct  ioc 
Total,  71  to  77. 
Grand  total,  1,  and  3  to  77, 


$8,107 
270,  228 


278,335 


4, 175 
16,  951 


21,126 


$8,107 


223,  MS 


3,340 
13,501 


16,  Wl 


APPENDIX  2 


DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 


The  original  property  of  the  carrier,  consisting  of  a  passenger  depot,  train 
sheds,  and  tracks  located  at  the  corner  of  Central  Avenue  and  Third  Street  in 
the  city  of  Cincinnati,  was  constructed  by  the  Cincinnati,  Indianapolis,  St. 
Louis  and  Chicago  Railway  Company,  and  the  Cleveland,  Columbus,  Cincinnati 
and  Indianapolis  Railway  Company,  both  companies  being  predecessors  of  The 
Cleveland,  Cincinnati,  Chicago  and  St  Louis  Railway  Company,  during  the 
period  from  July,  1881,  to  June  80,  1884.  The  property  thus  constructed  was 
transferred  to  the  carrier  by  an  agreement  effective  July  1,  1884,  in  considera- 
tion for  which  the  carrier  issued  its  capital  stock. 


HISTORY  OF  CAPITAL  FINANCING 


The  records  of  the  carrier  disclose  no  syndicating  transactions.  Its  principal 
financial  transactions  consisted  of  the  issuance  of  its  capital  stock  in  acquiring 
its  property  and  the  issuance  of  first-mortgage  bonds  for  cash. 

The  total  authorized  capital  stock  of  the  carrier  amounted  to  $1,200,000  par 
value,  divided  Into  shares  of  $100  each,  of  which  $600,000  was  classed  as  com- 
mon and  $000,000  as  preferred  stock.  Of  the  capital  stock  authorized,  $112,- 
500  par  value  common,  and  $600,000  par  value  preferred,  was  issued  and  out- 
standing on  date  of  valuation.  Of  this  total  $712375.39  was  Issued  in  payment 
for  property  and  $124.61  for  cash. 

The  carrier  Issued  its  first-mortgage  4.5  per  cent  50-year  gold  bonds,  dated 
April  1,  1890,  maturing  April  1,  1940,  In  the  amount  of  $250,000  par  value,  for 
cash  at  par,  and  were  outstanding  on  date  of  valuation.  The  carrier  paid 
&250  In  cash  as  commissions  incident  to  the  sale  of  these  bonds,  which  It 
charged  to  investment  in  road  and  equipment 
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INVESTMENT  IK  ROAD  ANII  EQUIPMENT 

On  date  of  valuation,  the  road  aud  equipment  invest nieut  account  of  the 
carrier— it  owns  no  equipment— showed  a  balance  of  $l,190.«>-*9.07.  which  had 


been  established  as  follows : 

Road  purchased      $712,375.89 

Additions  and  betterments : 

New  office  building   $222,982.13 

Electric-light  plant..      09.154.62 

Land  for  transportation  purposes   111,  771.  27 

New  train  shed   57,375.66 

New  dining  hall    8,264.34 

Retaining  wall   8, 202. 92 

Widening  driveway  _    _  2,790.06 

Other  items   470.  68 

  481.023,68 

Other  charges,  commissions  paid  in  sale  of  carrier's  first-mortgage 


Total      1.199.049.07 


Under  our  accounting  rules  the  commission  paid  in  connection  with  the 
issuance  of  the  carrier's  first-mortgage  bonds  would  be  includible  in  accounts 
other  than  the  investment  in  road  and  equipment.  If  the  item  of  $6,250  were 
eliminated  from  the  investment  in  road  and  equipment,  the  balance  in  that 
account  on  date  of  valuation  would  be  $1,193,399.07.  If  adjustment  were  made 
as  indicated,  the  balance  in  the  road  and  equipment  account  would  be  made 
up  as  follows : 

Securities  issued  in  acquiring  property  purchased : 

Capital  stock,  common,  par  value  $112,375.39 

Capital  stock,  preferred,  par  value   600, 000.  00 

  $712,375  39 

Cash  expended  for  additions  and  betterments  to  road   481,023.68 

Total  adjusted  balance   1,193,399.07 

ORIGINAL  COST  TO  DATE 

The  carrier  acquired  Its  original  property  by  purchase  from  the  Cincinnati, 
Indianapolis,  St.  Louis  and  Chicago  Railway  Company  and  the  Cleveland, 
Columbus,  Cincinnati  and  Indianapolis  Railway  Company  for  $712,375.39  par 
value  of  its  capital  stock.  The  obtainable  data  on  the  outlay  made  by  the 
Cincinnati,  Indianapolis.  St.  Louis  nml  Chicago  Railway  Company  nnd  thr 
Cleveland,  Columbus,  Cincinnati  and  Indianapolis  Railway  Company  in  con- 
structing the  property  acquired  from  those  companies,  as  recorded  In  the  books 
of  the  former  in  an  account  styled  44  Cincinnati  Union  Depot  Co."  and  by  the 
carrier,  for  additions  and  betterments  to  that  property,  as  recorded  iu  Its  books 
as  a  charge  to  the  road  and  equipment  investment  account,  are  summarised 
as  follows: 
Money  outlay: 

Recorded  by  the  Cincinnati,  Indianapolis,  St. 
Louis  and  Chicago  Railwny  Company  as  hav- 
ing been  expended  In  constructing  the  original 
property  of  the  carrier  $617,605.09 
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Money  outlay — Continued. 

Recorded  by  the  carrier  as  having  been  ex- 
pended for  additions  and  betterments  to  its 

property  $481,023.68 

  $1,098,628.77 


Recorded  value  assigned  by  tbe  Cincinnati,  Indianapolis, 
St.  Louis  and  Chicago  Railway  Company  to  property 
owned  by  it  which  was  used  in  constructing  the  property 
of  the  carrier   20, 000. 00 

Rental  charged  by  the  Cincinnati,  Indianapolis,  St.  Louis 
and  Chicago  Railway  Company  during  the  construction 
period  for  the  land  owned  by  it  on  which  the  depot  facil- 
ities of  the  carrier  are  located   38.  665. 36 

Interest  during  construction,  charged  by  the  Cincinnati, 
Indianapolis.  St.  Louis  and  Chicago  Railway  Company   36. 104.  04 


Total   -  _   1,103,300.07 


Co*t  of  roadtray  machine*.—  The  carrier  reported  one  unit  of  roadway  ma- 
chines on  hand  on  date  of  valuation,  without  cost.  This  unit  appears  in  our  in- 
ventory. 

Potcer-plant  machinery. — The  carrier  reports  21  units  of  power-plant  ma- 
chinery on  hand  on  date  of  valuation,  as  costing  $38,004.40.  A  check  of  th«' 
returns  resulted  in  an  increase  of  12  units  and  $1,048.40  in  costs,  or  a  total 
of  33  units  and  $30,052.80  in  costs. 

Coft  of  land*. — The  carrier  reports  the  original  cost  of  all  lands  owned  and 
used  and  owned  but  not  used  as  $111,814.74.  In  verifying  the  carrier's  returns 
$7.40  was  deducted  account  of  cost  of  typing  proposed  mortgage  to  be  given 
by  the  carrier.  The  resulting  balance  of  $111,807.34,  made  up  in  part  of  costs 
supported  by  accounting  records  and  In  part  of  costs  not  supported  by  ac- 
counting records,  may  be  summarized  as  follows : 

Lands  devoted  wholly  to  carrier  purposes;  owned  and  used,  costs 

supported  by  accounting  records    $34,800.00 

Lands  devoted  wholly  to  carrier  purposes  but  partly  used  by  an- 
other carrier,  owned: 

Costs  supported  by  accounting  records   76.488.00 

Miscellaneous,  incidental,  and  attendant  costs  not  supported 

Lands  devoted  wholly  to  carrier  purposes,  used  but  not  owned, 
miscellaneous,  incidental,  and  attendant  costs  not  supported  by 
accounting  records   20.  72 

Miscellaneous,  incidental,  and  attendant  coats  not  assignable  to  any 
particular  classification  of  land,  costs  supported  by  accounting 
records   — — — - —  — — —        404. 02 

INVKSTVf  ETfTS  IN  OTHER  CO  MP  A  XT  KS 

The  balance  sheet  of  the  carrier  on  date  of  valuation  records  no  investments 
in  other  companies,  but  a  balance  of  $450,093.52  is  stated  for  sinking  funds, 
which  was  found  to  be  represented  by  an  account  entitled  "  Fund  for  redemp- 
tion." The  annual  report  of  the  carrier  to  the  commission  on  date  of  valua- 
tion states  that  the  fund  was  to  provide  for  the  redemption  of  the  preferred 
stock,  the  first-mortgage  bonds,  and  other  company  obligations.  The  balance 
la  the  fund  for  redemption  account  had  resulted  from  the  purchase  for  cash, 
U  the  recorded  book  values,  of  the  securities  listed  below,  which  were  charged 
directly  to  that  account: 

uetaa 
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Description 


Tbe  Cleveland,  Cincinnati,  Chicago  and  Bt.  Louis  Railway  Company: 

Cincinnati,  Wabash  and  Michigan  division  4  per  cent  first-mortgage  bonds. 

Columbus  and  Springfield  division  4  per  oent  bonds  

The  Peoria  and  Eastern  Railway  Company,  first  consolidated-mortgage  4  per 

cent  bonds    

Tbe  Baltimore  and  Ohio  Railroad  Company,  Pittsburgh,  Lake  Sri 

Virginia  system  refunding-mortgage  4  per  cent  bonds  

Indianapolis,  St.  Louis  and  Chicago  Railway  Company, 

'  percent  bonds    , 

[and  Hudson  River  Railway  Company," Lake  Shtro  collateral 
per  cent  gold  bonds  


Virginia  system  rem 
Cincinnati,  Indianapc 

first-mortgage  4  per  i 
New  York  Central  an< 


Total. 


117, 


170,000.00 
170,000.00 


13, 000.  00 


521,000  00 


138,761.66 
152,714.76 
25, 170  S 
10.J5l.25 


459,  993  52 


LEASED  RAILWAY 

Under  the  terms  of  agreements  of  July  1,  1884,  and  December  29,  1888,  the 
carrier  leased  In  perpetuity  from  the  Cincinnati,  Indianapolis,  St.  Louis  & 
Chicago  Railway  Company  and  its  successor,  The  Cleveland,  Cincinnati,  Chi- 
cago &  St  Louis  Railway  Company,  the  lands  on  which  its  passenger  depot, 
train  sheds,  and  tracks  were  located,  for  which  rental  was  paid  for  the  year 
ending  on  date  of  valuation  in  the  amount  of  $53,618.88. 

Under  a  resolution  of  the  carrier's  board  of  directors,  its  property  was  used 
on  date  of  valuation  by  the  tenants,  each  of  which  paid  the  carrier  a  flat 
monthly  rental  of  $1,500,  except  Louisville  &  Nashville  Railroad  Company, 
which  paid  $750  per  month.  The  tenants  also  assumed  all  expenses  of  main- 
tenance, operation,  and  taxes  connected  with  the  property,  the  expenses  of 
which  were  apportioned  on  a  wheelage  basis. 

The  carrier  recorded  an  amount  of  $97,817.28  as  Joint-facility  rent  income 
for  the  year  ending  on  date  of  valuation. 

At  date  of  valuation  the  carrier  leased  a  six-story  office  building  to  The 
Cleveland,  Cincinnati,  Chicago  &  St.  Louis  Railway  Company  which  the  lat- 
ter used  exclusively  for  general-office  purposes. 

The  carrier  recorded  an  amount  of  $12,379.83  as  miscellaneous-rent  income 
for  year  ending  on  date  of  valuation,  of  which  $5,602.89  represented  rental 
received  from  the  office  building  above  mentioned,  and  $6,776.94  rental  re- 
ceived from  offices  in  the  depot  building. 


STATEMENT  OF  INCOME 

The  statement  of  Income  of  the  carrier  for  year  ended  on  date  of  valuation, 
and  for  period  July  1.  1884,  to  date  of  valuation,  is  as  follows: 


Year 


Operating  income: 

Railway  operating  revenues  

Railway  operating  < 


Net 


Total 

Nonoperatlng  I 

Joint-facility  rent  Income  

Rent  prior  to  July  1, 1914  (not  detailed)  

Miscellaneous-rent  income  

Income  from  unfunded  securities  and  accounts. 
Income  from  sinking  and  other  reserve  funds... 
Miscellaneous  income   


32.574.20 
17.458.2f. 


15,115.94 


97,817.28 

*ii"S79."83 
980.51 
20.775.00 


Total  non operating  Income. . . 
Gross  Income  


131,952  62 


147,068.56 


8412.746.02 
20,  433.60 


392,312.33 
18. 127.99 


374,184.34 


97.817.28 


12,379.83 
20,079.03 
269. 537. 76 
8.471.99 


3,768,716.25 


4. 142. 900.  59 
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Year 

Period 

Deductions  from  gross  income: 

$53,818.88 

t  •  flirt 
11,250.  00 

$1,821,883.18 
2M,  250.00 
3,5ttft.40 
9,000  00 

M.  8fi8.  88 

1,915,731.88 

Net  income   ...........  ..    .  .  

82. 199.  «8 
69,625.00 

2,227,169.03 
1,338,750.00 

22.574.88 

888,419.03 

Attention  Is  directed  to  the  explanations  relating  to  the  use  of  the  property 
by  the  tenant  companies  and  the  assumption  of  expenses  of  maintenance, 
operation,  and  taxes  by  them. 

Profit  and  lost  account. — The  profit  and  loss  account  of  the  carrier  follows : 


Credits: 

Credit  balance  transferred  from  income  $888, 410.  03 

Miscellaneous  credits — 

Amount  of  pay  checks  not  presented  for  payment—  $72. 45 

Miscellaneous  items   447.85 

  520.30 


Total   888,939.38 

Debits: 

Dividend  appropriations  of  surplus   75, 000. 00 

Delayed -in  come  charges,  depot  tIcket-otBce  shortage   2, 187. 36 

Miscellaneous  debits,  uncollectible  bills  and  accounts   1,123.28 


Total   78, 310. 64 

Credit  balance  on  date  of  valuation   810,628.69 
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Valuation  Docket  Xo.  585 
BIRMINGHAM.  SELMA  &  MOBILE  RAILROAD  COMPANY 


Submitted  September  4,  19io.    Decided  September  1$,  1U2(J 


Final  value  for  rate-making  purposes  of  the  property  of  the  Birmingham, 
Selmn  &  Mobile  Railroad  Company,  owned  and  used  for  common-carrier 
purposes,  found  to  be  $00,020,  as  of  June  30,  1918,  and  of  property  used 
but  not  owned,  $10,413 

Report  or  the  Commission 

Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 

By  Division  1 : 

The  Birmingham,  Selma  &  Mobile  Railroad  Company,  hereinafter 
called  the  carrier,  is  a  corporation  of  the  State  of  Alabama.  It 
owns  and  operates  a  single-track  standard-gauge  steam  railroad,  ex- 
tending from  Brent,  Ala.,  to  Ellards,  Ala.,  a  distance  of  11.113 
miles.    It  also  owns  1.0C7  miles  of  yard  tracks  and  sidings. 

By  our  order  of  July  3,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30,  1918,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  arc 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of 
valuation  date.  This  discrepancy  will  be  removed  when  we  adjust 
to  later  dates,  in  accordance  with  the  requirements  of  the  valuation 
act,  the  final  values  herein  reported. 

The  tentative  valuation  will  be  made  final, 
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Ill 


Order 

Entered  /September  13, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commis- 
sion under  and  in  compliance  with  the  authority  conferred  and  the 
duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce  act 
was  duly  given  to  said  carrier  and  to  the  Attorney  General  of  the 
United  States,  the  Governor  of  Alabama,  and  the  Alabama  Public 
Service  Commission; 

//  further  appearing,  That  no  protest  against  said  tentative  valu- 
ation was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby,  declared  to 
be  the  final  valuation  of  the  property  of  the  Birmingham,  Selma  & 
Mobile  Railroad  Company  as  of  June  30,  1918 : 

Location  and  general  description  of  property. — The  railroad  of 
the  Birmingham,  Selma  &  Mobile  Railroad  Company,  hereinafter 
called  the  carrier,  is  a  single-track  standard-gauge  steam  railroad, 
located  in  central  Alabama.  The  main  line  extends  from  Brent  to 
EUards,  Ala.,  a  distance  of  11.113  miles.  The  carrier  also  owns 
1.067  miles  of  yard  tracks  and  sidings.  Its  road  thus  embraces 
12.180  miles  of  all  tracks  owned.  A  portion  of  the  rail  and  fasten- 
ings in  the  track  is  leased  from  the  Mobile  and  Ohio  Railroad 
Company. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $120,000  in  stock  and  long- 
term  debt,  of  which  $100,000  represents  common  stock  and  $20,000 
funded  debt. 

Results  of  corporate  operations. — For  the  period  from  January  1, 
1914,  to  date  of  valuation  the  aggregate  railway  operating  expenses 
have  been  118.9  per  cent  of  the  railway  operating  revenues.  The 
carrier  has  not  declared  any  dividends  on  its  capital  stock. 

Original  cost  to  date.— The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation,  is 
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stated  in  its  books  as  $166,272.10.  With  readjustments  required  by 
our  accounting  examination  this  amount  would  be  reduced  to  $127,- 
845.22,  of  which  $117,205.43,  less  an  undetermined  portion  thereof 
assignable  to  offsetting  items  included  in  amounts  recorded  at 
$5,740.41,  represents  considerations  other  than  money,  the  cash  value 
of  which  at  the  time  of  the  transaction  we  are  not  able  to  report 
because  it  has  been  impossible  to  obtain  the  information.  Further 
information  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common -carrier  property,  other  than  land,  owned 
or  used  by  the  carrier  are  as  shown  below. 


Classification 

Cost  of 
reproduc- 
tion new 

Cost  of 
reproduc- 
tion less 
dpprecla- 



$69,941 
12,067 

1&5.3&0 
10,413 

Used  but  not  owned,  leased  from  the  Mobile  and  Ohio  Railroad  Company  

Total  owned  . — » — —  — ......  — 

00,941  1  56,350 
81.998  65.703 

4    •  • 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets  which  are  a  part  of  Appendix  1.  Informa- 
tion as  to  the  character  of  the  property  used  but  not  owned  will  be 
found  in  Appendix  2,  under  the  caption  Leased  Railway  Property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  67.73  acres  of  land.  The  total  original 
cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records 
are  not  obtainable,  but  data  on  their  original  cost  will  be  found  in 
Appendix  2.  The  present  value  of  the  67.73  acres  of  carrier  lands, 
owned  and  used,  is  $2,499.85. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  no  noncarrier  property. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
reports  that  no  aids,  gifts,  grants,  or  donations  were  received  by  it  or 
its  predecessor  company. 

Material  and  supplies. — The  books  of  the  carrier  do  not  show  any 
material  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
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ing  upon  the  values  here  reported,  the  values,  for  rate-making 
purposes,  of  the  property  of  the  carrier,  owned  or  used,  devoted  by 
it  to  common-carrier  purposes,  are  found  to  be  as  follows : 

Wholly  owned  and  used   $60,020 

Used  but  not  owned,  leased  from  the  Mobile  and  Ohio  Railroad  Corn- 
Total  owned     60, 020 

Total  used   70, 483 

The  sum  of  $20  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  consisting  entirely  of 
cash  on  hand.  No  other  values  or  elements  of  value  to  which  specific 
sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation,  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  in  detail  the  history  and 
organization  of  the  present  and  predecessor  corporations;  moneys 
and  other  considerations  received  by  reason  of  issues  of  stocks,  bonds, 
and  other  securities,  together  with  the  syndicating,  banking,  and 
other  financial  arrangements  attending  their  issue;  the  net  and  gross 
earnings;  the  development  of  fixed  physical  property;  investment  in 
road  and  equipment;  the  cost  of  lands,  rights  of  way,  and  terminals; 
the  general  balance  sheet  statement;  and  other  pertinent  information. 
Appendix  3  is  a  statement  of  the  method  for  determining  working 
capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  is  situ- 
ated, give  the  details  respecting  the  figures  here  reported,  and  are  on 
file  in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  in- 
spection, and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 
stated. 
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APPENDIX  I 
TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connection  with  the  line  of  the  Mobile  and  Ohio  Rail- 
road Company  for  interchange  of  traffic  at  Brent  Ala. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  line  traverses  low,  flat  land  covered  with  timber.  The  soil  is  a  loam 
underlaid  with  clay. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  land  is  not  well  developed  agriculturally.  The  principal  industry  in 
this  region  is  that  connected  with  forest  products,  which  comprise  practically 
all  of  this  company's  traffic. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  light,  averaging  about  5,000  cubic  yards  per  mile,  and  is  all 
common  excavation.  There  are  42  pile-and-frame  trestles,  aggregating  1,522 
feet  In  length.  Grossties  In  the  main  track  average  2,600  to  the  mile,  and 
are  principally  of  pine  and  oak.  The  main  track  is  laid  with  new  50-pound 
and  re-lay  56-pound  rail,  owned,  and  with  new  40-pound  and  re-lay  60- pound  rail 
leased  from  the  Mobile  and  Ohio  Railroad  Company.  The  track  is  full  earth 
surfaced,  except  in  a  few  places  where  cinder  and  gravel  ballast  is  used. 

EQUIPMENT 

The  carrier  owns  and  uses  one  steam  locomotive  and  six  freight-train  cars. 


Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  S  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction 
has  been  estimated  for  one-half  the  construction  period  of  eight  months,  plus 
three  months,  at  6  per  cent  per  annum  on  all  road  and  general  expenditures 
accounts,  except  2  and  76.  Interest  on  equipment  has  been  estimated  for  three 
months  at  6  per  cent  per  annum.  In  establishing  the  percentage  for  engineering 
and  the  construction  period  as  shown  above  consideration  has  been  given  to 
rails  and  fastenings  leased  from  the  Mobile  and  Ohio  Railroad  Company. 


Ac- 
count 


SUMMARIES 

Wholly  oicned  and  used 


Cost  of 
reproduc- 
tion new 


Coat  of 
rer 


tfoa  li 
deprecta- 


1  Kncmooring  

3  Oracling  

6  Bridges,  trestles,  and  culverts. 

8  Tics  , 

9  Ralls  

10  Other  trad  material  

11  I  " 


I.  BOAD 


$2,  332 
9,851 
7,575 
8.34« 

15,  475 
3,147 


f2,332 
9,851 
4,899 
4,174 

13,  834 
1,«3 
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!.  BOAD — continued 


12  Tracklaying  and  surfacing. . 

13  I  Right -or-wgy  fences  

IS    Crossings  and  signs.   

10  :  Station  and  office  buildings. 
17   Roadway  buildings  


18 
19 
37 


51 
61 


71 
73 

73 
74 
75 
77 
78 


W  tiler  stations. . 
Fuel  stations. 
Roadway  macbli 
Roadway  small  tools. 


Total,  1,  and  3  to  47,  inclusive. 


Steam  locomotives. 
Freight-train  curs.. 


U.  EQUIPMENT 


Total,  51  to  58,  inclusive  

111.  UENEKAL  EXPENDITURES 


Organisation  expense  

General  officers  and  clerks. 
Law. 


Stationery  and  printing  

Taxes  

Other  expenditure!),  general.. 
Interest  during  construction . 


Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  Inclusive.. 


Cost  of 
reproduc- 
tion new 


$11,004 

318 
105 
142 
407 
23o 
133 
307 
100 


Cost  Of 
reproduc- 
tion less 
deprecia- 
tion 


60,  024 


4,513 
1,050 


6,  102 


2,240 


3,  155 


0«,W1 


120 
85 
244 


60 


47,043 


3,  V71 
1,238 


5,200 


713 


1,790 


2,498 


65,350 


Used  but  not  owned,  leased  from  Mobile  and  Ohio  Railroad  Company 


10 


I.  ROAD 

RaiH  

Other  track  material...   

Total,  1,  and  I  to  47,  Inclusive  


Cost  of 
reproduc- 
tion new 


311,408 


12,057 


Cost  of 
reproduc- 
tion less 
deprecia- 
tion 


60S 


10,413 


APPENDIX  2 

INTKODt'CTOHY 


The  carrier  Is  a  corporation  of  the  State  of  Alabama,  having  its  principal 
office  at  Brent.  Ala.  Although  it  acqalre<l  title  to  its  original  property  on 
December  23,  1013,  it  did  not  commence  recording  the  results  of  the  opera* 
lions  of  its  property  in  its  books  until  January  1,  1914.  The  accounting  data 
in  this  report,  therefore,  cover  the  period  from  January  1,  1014.  The  records 
reviewed  do  not  indicate  that  the  carrier  is  controlled  by  any  individual  or 
corporation,  nor,  on  the  other  hand,  that  It  controls  any  other  common-carrier 
corporations.  The  property  of  the  carrier  has  been  operated  by  its  own  organ- 
ization from  January  1,  1014,  to  date  of  valuation. 
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The  carrier  was  Incorporated  under  the  general  laws  of  the  State  of  Ala- 
bama through  articles  of  association,  dated  December  23,  1013,  filed  with  the 
probate  judge  of  Bibb  County,  Ala.,  who  issued  certificate  of  incorporation 
dated  January  1,  1914.  It  was  incorporated  for  the  purpose  of  acquiring  the 
property,  rights,  and  franchises  of  the  Birmingham,  Selma  and  Pensacola 
Railroad  Company,  which  was  done,  and  to  construct,  operate,  and  enjoy 
(he  privileges  of  a  railroad.  The  Birmingham,  Selma  and  Pensacola  Railroad 
Company  was  incorporated  July  20,  1910,  under  the  general  laws  of  the  State 
of  Alabama.  Its  property,  rights,  and  franchises  were  sold  and  conveyed  to 
the  carrier  by  deed  dated  December  23,  1913.  The  date  of  organization  of  the 
carrier  was  December  23,  1913. 


DEVELOPMENT  OF  FIXED  PHYSICAL  PBOPEBTT 

The  owned  mileage  of  the  carrier,  amounting  to  11.113  miles,  was  acquired 
partly  by  construction  and  partly  by  purchase.  The  years  when  the  various 
portions  of  the  line  were  constructed  and  the  manner  in  which  the  carrier 
acquired  the  property  are  indicated  in  the  following  statement. 


i 


Recorded 
mileage 


Acquired  by  construction,  Blue  Girth  to  Ellards,  Ala.,  1Q10— 17  

Acquired  by  purchase  from  the  Dirni Ingham.  Selmn  and  Pensacola  Railroad  Company, 
Dec.  23,  1013,  constructed  by  the  Suttle  and  Weaver  Land  and  Lumber  Company,  Brent 
to  Blue  Qirth,  Ala.,  year  not  ascertained  

Total.. 


8.000 


12.600 
1.487 


ii.  na 


The  records  reviewed  do  not  indicate  whether  the  construction  work  performed 
for  the  carrier  was  done  under  contract  or  by  company  forces. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  have  been  made  in 
connection  with  the  issuance  of  the  securities  of  the  carrier.  The  carrier  has 
Issued  its  securities  and  incurred  other  indebtedness  and  reacquired  certain  of 
its  other  Indebtedness  under  conditions  and  for  considerations  described  in 
detail  in  the  paragraphs  of  this  section  devoted  to  capital  stock,  long-term  debt 
and  other  obligations. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation  to 
date  of  valuation,  the  carrier  has  Issued  stock  and  long-term  debt,  as  indicated 
by  its  records,  aggregating  $120,000  par  value,  all  of  which  is  actually  out- 
standing.  The  details  are  summarized  in  the  following  table. 


Issued  and 

Class 

actually 
outstanding 

Stock,  capital  stock,  p 
Long-term  debt,  fund* 

id  debt,  par  value,  lamed.. . 

$100,000 
20,000 

Total  

110,000 
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Capitol  itock.— The  authorized  capital  stock  of  the  carrier  is  $800,000  par 
value,  divided  into  shares  of  $100  par  value  each,  all  of  which  is  classified 
as  common  stock.  Of  the  amount  authorized.  $100,000  has  been  issued  at 
par  in  part  consideration  for  property  purchased  and  is  all  actually  out- 
standing. 

Funded  debt.— The  carrier  issued  4  per  cent  gold  bonds  of  $20,000  par 
ralue,  dated  July  2,  1917,  due  July  2.  1927.  nt  par  for  cash  and  are  all 
actually  outstanding.  Incident  to  the  issuance  of  its  funded  debt,  the  carrier 
incurred  expenses  In  the  amount  of  $3,778.55,  which  was  charged  to  the 
profit  and  loss  account. 

8hort-term  note$. — The  carrier  has  issued  short-term  notes  of  $41,807.16 
par  rulue  to  date  of  valuation,  of  which  $31,026.40  have  been  retired,  leaving 
$10,780.76  outstanding  on  date  of  valuation.  The  considerations  recorded  as 
passed  in  connection  with  the  issuance  and  retirement  in  part  of  these  notes 
were  as  detailed  hereunder : 


Consideration 

Recorded 
value 

Par  value 

Issued: 

Cash  

$23.  S21. 47 

9,600. 00 
6,200.71 
2,284.86 

$23,821.47 

9,600.00 
6,200.  71 
2,  284.  93 

Uuapportioned  part  of  property  of  the  Birmingham,  Selma  and  Pensacolu 

41,807. 18 

41,807. 16 

Reacquired  and  retired: 

Cash..   

21, 788. 88 
9, 257. 62 

21,768.88 
9,267.62 

31,026.40 

31,  02fi.  40 
10, 78a  70 

Advances. — The  carrier  has  received  advances  from  J.  F.  Johnston  aggregating 
$50,299.65  to  date  of  valuation,  classified  as  an  open  account,  of  which 
$26,537.05  has  been  repaid,  leaving  $23,762.60  owing  on  date  of  valuation. 

The  considerations  recorded  as  passed  in  connection  with  the  incurring  and 
repayment  Iri  part  of  those  advances  were  as  detailed  hereunder. 


Consideration 

Recorded 
value 

Amount 

Incurred: 

 .  - 

Cash   $39,537.41 


Short-term  notes  of  the  carrier  assumed. 


Total  Incurred  tor  considerations. 
Repaid,  cash. 


9.  257.  52 
1,604.72 


50. 2W.  r,5 
26,637.06 


$39.  537.41 
9,267.62 
1,604.72 


50,  2W.  06 
26,537.06 


4ULT8  OF  CORPORA TK  OPKRATIONS 


The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  Income  accounts  for  the 
rear  ending  on  date  of  valuation,  and  for  the  period  January  1,  1914,  to  date 
of  valuation,  follows : 
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Operating  Income: 

Railway  operating  revenues... 


Year 


Net  deficit  from  railway 
Railway  tax  accruals  


Period 


Gross  deficit   

Deductions  from  gross  Income: 
Interest  on  funded  debt... 
Interest  on  unfunded  debt. 


Total  

Total  deficit. 


113,411-23 
16, 035.46 

$52,041.68 
57, 363. 1H 

2. 624. 23 
454.14 

6,321.60 
654. 81 

3.078.37 

5.876.31 

1,200.00 
627.63 

1,200.00 
4.726.04 

*  1.827.63 

5, 926.04 

4.906.00 
4,900.00 

11,902.35 
11,902.35 

An  examination  showed  that  certain  delayed-income  items  recorded  in  the 
profit  and  loss  account  would  be  Includible  in  the  income  statement  for  the 
period.  These  items,  grouped  according  to  their  effect  on  the  Income  for  the 
period,  are  as  follows: 

Additions  to  income,  transferable  from  delayed-income  credits  in 
profit  and  loss  account: 

Addable  to  railway  operating  revenues   $2. 25 

Deductible  from  ruilway  operating  expenses  4, 196. 91 

Miscellaneous  adjustments,  not  allocated  to  specific  accounts   108,  51) 

Deductions  from  income,  transferable  from  delayed-income  debits  in 
profit  and  loss  account : 

Deductible  from  railway  operating  revenues   6.65 

Addable  to  railway  operating  expenses  8,711.12 

Total  _ —     8, 717. 67 

Net  deductions  from  income   4,349.92 

If  the  income  accounts  of  the  carrier  were  adjusted  to  the  extent  indicated 
above,  and  if  the  Items  then  contained  therein  were  taken  at  their  recorded 
amounts,  the  debit  balance  transferable  to  profit  and  loss  would  be  increased 
by  $4,349.92,  or  to  $10,252.27. 

Pro/it  and  lout  statement. — A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  January  1,  1914,  to  date  of  valuation,  follows : 

Credits : 

Delayed-income  credits — 

Hallway  operating  revenues   $2.25 

Railway  operating  expenses  4, 196. 91 

Miscellaneous  adjustments,  not  allocated  to  specific 

accounts   108. 59 

  $4,  367.  75 

Miscellaneous  credits,  amount  credited  here  and  charged  to  the 
road  and  equipment  investment  account  without  information 
to  show  that  any  additional  property  was  acquired   38, 426.  88 
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Debits: 

Net  debit  balance  transferred  from  Income  111,  902. 35 

Debt  discount  extinguished  through  surplus   8, 778.  55 

Loss  on  retired  road  and  equipment   8,780.00 

Delayed-income  debits- 


Railway  operatiug  revenues   $6.55 

Railway  operating  expenses  8,711.12 

  8,717.67 

Miscellaneous  debits — 

Expenditures  for  equipment  which  was  retired 

prior  to  date  of  valuation.  _  1, 566. 62 

Other  miscellaneous  debits  4,101.63 


  5.  668.  25 

Total   33, 846. 82 

Credit  balance  on  date  of  valuation   8,047.81 


An  examination  showed  that,  under  the  present  classification  of  accounts, 
an  item  of  $38,426.88  credited  to  the  profit  and  loss  account  with  an  off- 
setting charge  to  the  road  and  equipment  investment  account,  as  detailed 
therein,  should  be  eliminated.  If  the  profit  and  loss  account  of  the  carrier 
were  adjusted  to  the  extent  indicated  above,  and  if  other  items  then 
contained  therein  were  taken  at  their  recorded  amounts,  the  credit  balance 
in  the  account  would  become  a  debit  balance  of  $20,470.07. 

Dividend*.— The  carrier  has  not  declared  any  dividends  to  date  of  valuation. 

INVESTMENT  IN  BO  AD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation,  is  stated  in  its  books  as  $166,272:10,  of  which  the  following 
is  a  general  analysis: 

For  property  acquired  by  purchase  from  the  Birming- 
ham. Selmn  and  Pensacola  Railroad  Company: 

Capital  stock  issued  at  par  value  $100, 000. 00 

fihortrterm  notes  issued  at  par  value   9,  500. 00 

Total  of  the  above  items.    100, 500. 00 

Other  items,  charges  not  in  accordance  with  the 
present  classification  of  accounts,  not  includ- 
ible in  any  account;  amounts  charged  here 
and  credited  to  the  profit  and  loss  account  with- 
out detailed  information  to  show  that  any  addi- 
tional property  was  acquired  from  the  Bir- 
mingham. Helms  and  Pensacola  Railroad  Com- 
pany other  than  that  covered  by  the  above 
stock  and  short-term  notes  issued  for  its  entire 


property    38,  428.  88 

  $147,  926.  88 

For  original  construction  and  additions  and  better- 
ments, inseparable: 

Recorded  money  outlay   16,380.20 

Short-term  notes  issued  at  par  value   6, 200. 71 

Credit  given  J.  F.  Johnston  In  open  account   1, 504. 72 

  H  085.  63 

Total  of  the  above  Items   172, 012.  51 
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Retirements : 

Road  credited  at   $1,  WO.  41 

Equipment,  credited  at   3,  780. 00 

  16,740.41 

Total  recorded  as  of  date  of  valuation   166,272.10 


If  the  "  other  items  "  set  out  in  the  above  general  analysis  were  eliminated 
and  If  the  items  then  contained  therein  were  taken  at  their  recorded  amounts, 
the  balance  in  the  road  and  equipment  investment  account  would  be  reduced 
by  $38,426.88,  or  to  $127,845.22.  Thla  adjusted  amount  would  be  the  result, 
on  the  one  hand,  of  gross  outlays  that  consist,  in  part,  of  considerations  other 
than  cash  recorded  at  $117,205.43,  and,  on  the  other  hand,  of  items  deductible 
from  the  gross  outlays  and  recorded  at  $5,740.41,  but  not  specifically  deductible 
at  the  recorded  amounts.  The  cash  value  at  the  time  of  the  transactions  of 
the  considerations  other  than  cash  and  of  the  items  deductible  from  the  gross 
outlays  is  not  known  and  can  not  be  definitely  determined.  The  balance  in 
the  road  and  equipment  investment  account,  if  adjusted  to  the  above  extent, 
so  far  as  it  is  resolvable  into  the  kinds  of  considerations,  would  comprise  the 


following  classes  of  recorded  outlay: 

Recorded  money  outlay  $16,380.20 

Capital  stock  issued  at  par  value   100, 000.00 

Short-term  notes  issued  at  par  value   15, 700.71 

Credit  given  J.  F.  Johnston  in  open  account     1, 504.72 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  retirements  of  road 
and  equipment,  credited  at   5, 740.41 


ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  For  the  8  miles  of  road  acquired  from  the  Birmingham,  Selma 
and  Pensacola  Railroad  Company,  predecessor  in  ownership,  no  accounting  or 
construction  records  of  the  outlays  for  its  original  construction  have  been 
found.  For  creating  the  remaining  4.6  miles  of  road  and  equipment,  including 
land,  and  for  additions  and  betterments  by  the  carrier  to  the  entire  property, 
the  data  obtained  are  those  found  in  the  road  and  equipment  Investment  ac- 


count of  the  carrier,  summarized  as  follows : 

Recorded  money  outlay  $16, 380.20 

Short-term  notes  Issued  at  par  value   6,200.71 

Credit  given  J.  F.  Johnston  in  open  account   1, 504.72 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays,  respectively,  represent — 

Road  retired,  credited  at-   1,  960.41 

Equipment  retired,  credited  at   8, 780.00 


Coat  of  lands. — The  carrier  reports  amounts  aggregating  $280  as  the  outlays 
by  it  in  connection  with  lands  owned  or  used  by  It.  The  returns  made  by  the 
company  Include  certain  lands,  including  the  entire  right  of  way  on  the  8 
miles  of  road  acquired  from  its  predecessor,  for  which  there  is  no  reference 
to  evidence  of  title.  The  $280  reported  by  the  carrier  as  costs  for  the  remain- 
ing lands  owned,  is  made  up  of  costs  supported  by  accounting  records.  These 
lands  are  classified  as  carrier,  owned  and  used,  and  are  all  located  in  the  State 
of  Alabama. 
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Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  seven  units  of  equipment  and  four  roadway  machines,  with  costs  aggregat- 
ing $7,650.  A  verification  of  the  returns  of  the  carrier  Indicates  that  the 
number  of  units  of  roadway  machines  should  be  reduced  by  one  and  the  costs 
should  be  reduced  by  $8,  due  to  one  car  reported  but  inventoried  as  scrap. 
After  making  the  changes  noted  above  and  classifying  the  returns  according 
to  the  classification  herein  of  the  property  to  which  they  apply,  the  revised 
returns  are  summarized  as  follows: 


Classification 


'  ■ 

it 

t< 

Freight-train 
Total 


Units 


Costs  sup- 
ported by 
accounting 
records 


$352 


Costs  estl- 
i 


4,712  . 
1.&2H  . 


6, 040 


by 


AID9,  OIFT8,  GRANTS,  AND  DONATIONS 


The  carrier 
by  It  or  its 


reports  that  no  aids,  gifts,  grants,  or  donations  were  received 
predecessor,  and  none  were  found  of  record. 


LEASED  RAILWAY  PROPERTY 


on  date  of  valuation  543.64  tons  of  re-lay  rail  that  is  leased 
from  the  Mobile  and  Ohio  Railroad  Company  under  contracts  dated  November 
6,  1916,  January  26,  1016,  and  December  6,  1917.  The  stipulated  annual  rental 
for  the  use  of  this  rail  is  equal  to  6  per  cent  on  valuation  of  $16,289.64.  No 
rental  was  computed  and  charged  to  income  for  the  year  ending  on  date  of 


The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  as  follows : 

AS8KTS 

Investments,  Investment  in  road  and  equipment  $166,272.10 

Current  assets: 

Cash   20. 19 

Miscellaneous  accounts  receivable   8,932.41 

Total   3, 952. 60 

Grand  total     170.224.70 

LIABILITIES 

Stock,  capital  stock   100,000.00 

Long-term  debt,  funded  debt  unmatured   20. 000. 00 

===== 
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Current  liabilities : 

Loans  and  bills  payable   $10, 780.  76 

Audited  accounts  and  wages  payable   5.  254. 05 

Miscellaneous  accounts  payable   24,969.40 

Total     41, 004. 21 


Unadjusted  credits : 

Tax  liability   3.83 

Accrued  depreciation,  equipment   205.98 

Otber  unadjusted  credits   2.87 


Total   272.  68 

Corporate  surplus,  profit  and  loss,  credit  balance   8, 947.  81 


Grand  total      170.224.70 


Predecessor  Company 

Birmingham,  Selma  and  Pensacola  Railroad  Compart,  Predecessor  of  thi 

Carrier 

No  accounting  records  of  the  Birmingham,  Selma  and  Pensacola  Railroad 
Company  were  obtained.  Therefore  no  information  can  be  given  from  its 
accounts  regarding  its  financial  dealings,  corporate  operations,  or  investments. 
However,  certain  data  indicated  below  with  respect  to  the  authorization  of 
stock  were  obtained  from  articles  of  incorporation.  The  records  reviewed  do 
not  indicate  whether  the  Birmingham,  Selmn  and  Pensacola  Railroad  Company 
was  controlled  by  any  individual  or  corporation  on  the  date  of  sale,  nor,  on 
the  other  hand,  whether  it  then  controlled  any  other  common-carrier  corpora- 
tions. No  data  with  respect  to  the  operation  of  the  property  of  this  company 
were  ascertainable  from  the  records  reviewed.  The  Birmingham,  Selma  and 
Pensacola  Railroad  Company  owned  on  the  date  of  sale  8  miles  of  railroad, 
extending  from  Brent  to  Blue  Girth,  Ala.  The  entire  8  miles  of  road  owned 
by  the  company  on  the  date  of  sale  had  been  acquired  from  the  Suttle  and 
Weaver  Land  and  Lumber  Company.  Further  details  with  respect  to  the 
construction  of  this  property  are  given  in  the  section  on  development  of 
fixed  physical  property  in  the  report  on  the  carrier.  The  authorized  capital 
stock  of  the  Birmingham,  Selma  and  Pensacola  Railroad  Company  was  $75,000 
par  value.  How  much  was  actually  issued  and  the  considerations  received 
therefor  were  not  ascertainable  from  the  records  obtained. 

APPENDIX  3 

ANALYSIS  OF  METHODS  FOR  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
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particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  exfenses, 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
Impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating  ex- 
penses will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between 
the  available  revenues  and  the  expenses  within  any  period.  Also,  considera- 
tion has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.  The  factors  affecting  cash  working  capital  are' as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  movement 
of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the 
time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges 
collected  at  destination,  in  addition,  the  time  for  movement  under  load,  the 
time  consumed  in  unloading,  and  the  credit  period  for  payment  of  charges ;  the 
relative  amount  of  operating  expenses  for  various  purposes ;  and  the  elapsed 
time  from  the  beginning  of  the  accrual  of  such  respective  expenses  to  the  time 
when  they  must  be  paid.  The  factors  in  most  cases  represent  the  experience  of 
all  Class  I  carriers  and  in  a  few  cases  consist  of  specially  assembled  date 
from  the  experience  of  territorially  scattered  carriers  that  represent  over 
40  per  cent  of  the  operating  expenses  of  all  Class  I  carriers.  For  material 
and  supplies,  consideration  has  been  given  to  the  average  book  value  of  the 
stock  carried  by  all  Class  I  and  Class  II  carriers  on  June  30  for  the  years 
1914-1916,  and  to  the  fact  that  some  part  of  this  stock  is  held  for  additions 
and  betterments  and  new  construction  and  that  some  part  represents  more  or 
less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
eo  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors 
applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differ- 
ences are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and 
freight  service,  and  the  average  haul  of  freight  and  the  ratio  between  empty 
and  loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the 
revenues  from  each  class  of  service  are  in  hand. 
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Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
£lnce  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's  com- 
mon-carrier property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  on  hand.  In  such  cases,  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  hand. 

No  material  and  supplies  were  on  hand  on  date  of  valuation,  and  the  cash 
on  hand  was  less  than  the  average  amount  found  by  the  above  method. 
Accordingly,  it  is  found  that  the  working  capital  owned  and  used  by  the 
carrier  for  common-carrier  operations  on  date  of  valuation  is  $20. 
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Valuation  Docket  No.  586 
BEAVER  DAM  RAILROAD  COMPANY 


Submitted  September  4,  1925.    Decided  September  IS,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Beaver  Dam 
Railroad  Company,  owned  and  used  for  common-carrier  purposes,  found 
to  be  $1,240,  as  of  June  30,  1916,  and  of  property  used  but  not  owned, 
$40,390. 

Report  of  the  Commission 
Division  1,  Commissioners  Meyer,  ArrcmsoN,  and  Lewis 
Bt  Division  1  : 

The  Beaver  Dam  Railroad  Company,  hereinafter  called  the  car- 
rier, is  a  corporation  of  the  State  of  Virginia,  controlled  by  the 
Smethport  Extract  Company  through  stock  ownership.  The  carrier 
operates  under  lease  from  the  Virginia-Carolina  Railway  Company 
a  single-track  standard-gauge  steam  railroad,  extending  from  Da- 
mascus, Va.,  to  the  Virginia-Tennessee  State  line,  a  distance  of 
1.386  miles.   It  also  leases  0.129  mile  of  yard  tracks  and  sidings. 

By  our  order  of  July  3,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation  as  of  June  30,  1916,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties  in  the  manner  and  as  required  by  law. 
No  protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  production  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  values  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  September  13, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the 
property  of  the  above-entitled  carrier,  heretofore  made  by  the  com- 
mission under  and  in  compliance  with  the  authority  conferred  and 
the  duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce 
act,  was  duly  given  to  said  carrier  and  to  the  Attorney  General  of 
the  United  States,  the  Governor  of  Virginia,  and  the  State  Corpora- 
tion Commission  of  Virginia ; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to  be, 
the  final  valuation  of  the  property  of  the  Beaver  Dam  Railroad 
Company  as  of  June  30,  1916: 

Location  and  general  description  of  property. — The  Beaver  Dam 
Railroad  Company,  hereinafter  called  the  carrier,  owns  no  railroad. 
It  owns  one  roadway  machine  and  one  passenger-train  car.  The 
carrier  leases  a  portion  of  the  line  of  railroad  owned  by  the  Virginia- 
Carolina  Railway  Company.  The  portion  leased  is  a  single-track 
standard-gauge  steam  railroad,  located  in  southwestern  Virginia, 
extending  from  Damascus,  Va.,  to  the  Virginia-Tennessee  State  line, 
a  distance  of  1.386  miles.  The  carrier  also  uses  under  lease  0.129 
mile  of  yard  tracks  and  sidings.  Its  road  thus  embraces  1.515  miles 
of  all  tracks  used  but  not  owned. 

Capital  stock  and  long-term  debt.— The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $1,000  in  common  stock.  It 
has  no  outstanding  long-term  debt. 

Results  of  corporate  operations.— For  the  period  from  April  1, 
1911,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  82.9  per  cent  of  the  railway  operating  revenues.  The 


ratios  and  the  net  railway  operating  income  or  deficit  for  the  years 
ending  on  June  80,  from  1912  to  1916,  are  given  in  the  table  below. 

IUUo 

Income 

Year 

00.2 
102.9 
163.3 
161.  S 
387.8 

I7.6I* 

» rx 

43.1 

»m 
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The  carrier  has  not  declared  any  dividends  on  its  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier,  as  shown  by  the  accounting  records, 
comprises  money  outlay  in  the  amount  of  $1,605.  Further  informa- 
tion will  be  found  in  Appendix  2. 

Investment  in  'road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  no  land  being  owned,  on  date  of  valuation,  is 
stated  in  its  books  as  $1,350.  With  readjustments  required  by  our 
accounting  examination,  this  amount  would  be  increased  to  $1,505, 
all  of  which  represents  money  outlay.  Further  information  will  be 
found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  owned 
or  used  by  the  carrier  are  as  shown  below : 


Classiftestlon 

Cost  of  re>- 
prtxiuctfon 
Lew 

Cost  of  ro- 
nroducUon 
loss  dopr*- 
elation 

$1,535 

$1,111 

Used  bat  not  owned,  lensod  from— 

14. 155 
44,853 

10,  44« 

24,  135 

59.  WS 
1.  535 
61,533 

33,  571 
1,111 

36.  682 

Total  used  -  

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets,  which  are  a  part  of  Appendix  1.  Informa- 
tion as  to  the  character  of  the  property  used,  but  not  owned,  will  be 
found  in  Appendix  2,  under  the  caption  Leased  Railway  Property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication  to 
public  use,  and  their  present  value. — The  carrier  owns  no  land.  It 
uses  but  does  not  own  13.09  acres  of  land  which  is  leased  from  the 
Virginia-Carolina  Railway  Company  for  common-carrier  purposes. 
The  present  value  of  the  carrier  lands  used  but  not  owned  is 
$3,214.13. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  no  property  held  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
reports  that  no  aids,  gifts,  grants,  or  donations  were  received  by  it. 

Material  and  supplies. — The  books  of  the  carrier  do  not  show  any 
material  and  supplies  on  hand  on  date  of  valuation. 
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Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  owned  or  used,  devoted  by  it  to 


common-carrier  purposes,  are  found  to  be  as  follows : 
Wholly  owned  and  used     $1,240 

Used  but  not  owned,  leased  from— 

Virginia-Carolina  Railway  Company  14,400 

Beaver  Dam  Railroad  Company  (of  Tennessee)   990 

Smethport  Extract  Company   26,000 

Total  leased  —    _  40, 890 

Total  owned  1   1,240 

Total  used  41,630 


The  sum  of  $40  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  consisting  entirely 
of  cash  on  hand.  No  other  values  or  elements  of  value  to  which 
specific  sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation,  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  in  detail  the  history  and 
organization  of  the  carrier,  moneys  received  by  reason  of  issues  of 
stock,  together  with  the  syndicating,  banking,  and  other  financial  ar- 
rangements attending  their  issue ;  the  net  and  gross  earnings ;  the  de- 
velopment of  fixed  physical  property ;  investment  in  road  and  equip- 
ment; the  general  balance  sheet  statement;  and  other  pertinent  in- 
formation. Appendix  3  is  a  statement  of  the  method  for  determining 
working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  the  proceeding  is  situated, 
give  the  details  respecting  the  figures  here  reported,  and  are  on  file  in 
the  Bureau  of  Valuation  of  the  commission,  open  to  public  inspec- 
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tion,  and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connections  with  the  Virginia-Carolina  Railway  Com- 
pany for  the  interchange  of  traffic  at  Damascus,  Va. 

PHYSICAL  CONDITIONS  AfllVlINQ  CONSTRUCTION 

The  region  traversed  by  this  road  is  mountainous.  The  soil  is  clay  overlay- 
ing limestone  and  sandstone. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  land  is  not  well  developed  agriculturally.  Most  of  it  is  unimproved 
timber  land.   The  principal  products  of  this  locality  are  of  the  forest 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  Is  light  and  practically  all  common  excavation.  There  is  one 
metal  bridge  on  the  line  consisting  of  a  through-plate  girder  span  66  feet  in 
length.  Cross  ties  in  the  main  track  are  oak  and  chestnut  The  main  track  is 
laid  with  56-pound  and  60-pound  re-lay  rail.  The  track  is  ballasted  with  sand 
and  gravel. 

EQUIPMENT 

The  carrier  owns  one  passenger-train  car.  It  leases  from  the  Smethport 
Extract  Company  one  steam  locomotive  and  35  freight-train  cars,  and  from  the 
Beaver  Dam  Railroad  Company  (In  Tennessee)  one  passenger-train  car. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47, 
inclusive.  General  expenditures,  exclusive  of  interest,  have  been  estimated  at 
L5  per  cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during 
construction  has  been  estimated  for  one-half  the  construction  period  of  18 
months,  plus  3  months,  at  6  per  cent  per  annum  on  all  road  and  general- 
expenditures  accounts,  except  accounts  2  and  76.  Interest  on  equipment  has 
been  estimated  for  3  months  at  6  per  cent  per  annum. 
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Ac 


■ 


1  i  Engineering..,  

87  ' 


7.' 


Roadway  machines. 

Total,  1,  and 3  to*",  inclusive.  

II  r.QtlFMENT 


 , .  -  _  _  _  _  -  - 


Total,  51  to  58,  Inclusive  

HI.  OENKRAL  EXPENDITURES 


Organisation  expenses  

General  officers  and  clerks.. 

73  !  Law  

74  I  Stationery  and  printing  

5  '  Taxes  


............  .  -  .............  —  -  -  —  


........................................ 


77 
76 


Other 


expenditures, 
st  during  cons 


Total,  71  to  77,  Inclusive  

Orand  total,  1,  and  3  to  77,  inclusive.. 


Cost  of  re- 
production 
new 

production 
cintion 

iS 

$0 

115 

lei 

121 

1,350 

672 

1,3.10 

072 

h  » 

1 

•12 

Ifl 

24 

IS 

1,111 

Used  but  not  owned,  leased  from  Virginia-Carolina  Mailtoay  Company 


Ac- 


i  Cost  of  re- 


Cost  of 




1 

■ 

■. 
§ 
ft 
10 
11 
12 
13 

71 
72 

73 
T4 


76 


Engineering 
Grading 

Bri 


•  ---  





------  — ..............  ....... 


!  Ties 

,  Rails.   

!  Other  track  material   

Ballast  -  •«-  ..  — ...  -.  —  -.  

Tr&cklaying  and  surfacing  

Right-of-way  fences    -  -   


indue*.  Eft*? 


new 


Total,  l.and  3  to  47,  Inclusive 


01.  REMEAAL  EXPENDITURE* 


Organization  expenses  

General  officers  and  clerks  

 -  —  .  -  -  -  ■  —  ■  -•  •  •  -   

Stationery  and  printing   1  ........ 

|  Taxes       ___ 

Other  expenditures,  general  

Interest  during  construction   


Total,  71  to  77.  inclusive  

Grand  total,  1,  and  3  to  77,  inclusive.. 


1.  6€7 

2,  036 
2,  137 
S.400 

524 
782 
2,005 
40 


elation 


13, 167 


197 


801 


14. 155 


tson 

1.  to? 
1,  ZVi 

i.ora 

2,791 

m 

I.  440 


9,707 


146 


663 


739 
1M« 
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Uted  out  not  owned,  leased  from  Beaver  Dam  Railroad  Company  (of  Tenncmee) 


Ac- 
count 


n  EQUIPMENT 


54    Passenger-train  cars  

Total,  51  to  58,  Inclusive  

m.  GENERAL  KXPSNDITUBKS 

76   Interest  during  construction  

Total,  71  to  77,  inclusive  

Orand  total,  1,  and  3  to  77,  Inclusive  


—    1  C<»t  Of  T?~ 

Cost  of  re-  „roductlon 
depre* 


975 


15 


J5 


$975 


975 


Used  but  not  owned,  leased  from  Smethport  Extract  Company  (noncarrier) 


51 


H.  EQUIPMENT 


Steam  locomotives. 
Freight-train  cars. . 


Cost  of  re- 
production 
new 


Total,  51  to  58,  Inclusive  

QI.  GENUAL  EXPENDITURES 

Interest  during  construction   

Total,  71  to  77,  Inclusive  

Orand  total,  1,  and  3  to  77,  inclusive.  


Kooo 
40,160 

44,  190 


663 


Cost  of  re- 
production 
less  depre- 
ciation 


ec3 


$3,280 
20,497 

33,777 


44,853 


1 


24, 135 


APPENDIX  2 


The  carrier  Is  a  corporation  of  the  State  of  Virginia,  having  Its  principal 
office  at  Damascus,  Va.  It  is  controlled  by  the  Smethport  Extract  Company 
through  ownership  of  its  capital  stock.  On  the  other  hnnd,  the  records  do 
not  Indicate  that  the  carrier,  itself,  controls  any  other  carrier  corporations. 
The  carrier  owns  no  road  property  or  equipment,  except  one  roadway  machine 
and  one  passenger-train  car.  The  property  operated  by  it  is  held  under  lease- 
hold rights  and  consists  of  a  portion  of  the  railroad  of  the  Virginia-Carolina 
Railway  Company  extending  from  Damascus,  Va.,  to  the  Virginia-Tennessee 
State  line,  a  distance  of  1586  miles. 


CORPORATE  HISTORY 


The  carrier  was  Incorporated  January  17,  1910,  under  the  general  laws  of 
Virginia.   The  date  of  organization  was  February  21,  1910. 

HISTORY  Or  CORPORATE  FINANCING 

The  only  securities  ever  issued  by  the  carrier  consist  of  $1,000  par  value  of 
capital  stock,  all  of  which  is  outstanding.  The  recorded  consideration  received 
for  the  stock  was  $1,000  cash. 
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The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ended  on  date  of  valuation,  and  for  the  period  April  1,  1011,  to  date  of 
valuation,  follows: 


Year 


•renoa 


Operating  income: 

Railway  operating  revenues... 
Railway  olxrating  cijwnses... 


Net  revenue  from  railway  operations. 
Net  deficit  from  railway  < 
Railway  tax  accruals   

Railway  operating  Income  


Nonoperfttlnjt  Income: 
Hire  of  eaulpmcDt 


Total.. 


Gross  fncome... 
Oross  deficit  


Deductions  from  rtoss  Income: 

Hire  of  equipment  

Rent  for  leased  road?  


Total  

Net  deficit. 


$598.02 
1.721.36 


150,988.03 
42,416.77 


  I      8,  671.  28 

1. 123.34  I  

27.  15  i         163.  51 


1.  15tt  48 


445.  20 


445.20 


705.29 


8,417.  75 


7,  221.  47 
225.00 

7, 446.  47 

15,864.22 


183.00 
300.00 


7, 238.  48 
15,  300.00 


483.00 


22,  538.  48 


1. 188.  29 


Disposition  of  net  Income,  Income  debit  balance  transferred  to  profit  and  loss....|     l,  I8R.  28 


6,  (574.  2fl 


6.7S4.  28 


The  income  statement  for  the  period  Includes  the  result  of  operating  about 
14.5  miles  of  additional  road  from  April  1,  1011,  to  July  1,  1013,  of  which  8.5 
miles  was  owned  by  the  Beaver  Dam  Railroad  Company  (of  Tennessee)  and  6 
miles  was  owned  by  the  Crandull  and  Shady  Valley  Railway  Company.  An 
examination  showed  that,  under  the  present  classification  of  accounts,  a  charge 
of  $155  to  operating  expenses,  representing  recorded  money  outlay  for  a  road- 
way machine  owned  on  date  of  valuation,  would  be  Includible  in  the  road  and 
equipment  Investment  account.  If  the  income  account  of  the  carrier  were  ad- 
justed to  the  extent  indicated  above,  and  if  the  items  then  contained  therein 
were  taken  at  their  recorded  amounts,  the  debit  balance  transferable  to  profit 
and  loss  would  be  reduced  by  $155,  or  to  $6,519.26.  For  the  period  from  April  1, 
1011,  to  date  of  valuation,  the  aggregate  railway  operating  expenses  have  been 
82.9  per  cent  of  the  railway  operating  revenues.  The  ratios  and  the  net  rail- 
way operating  Income  or  deficit  for  the  years  ending  on  June  30,  from  1012,  to 
date  of  valuation,  are  given  in  the  table  below. 


— 


Year 


1913. 








•  Deficit. 


— 


Per  ctnt 
69.2 
102.9 

287.8 


17.814 
<728 
433 
M91 
'  &S8 
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Profit  and  lost  ttatement. — A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  April  1,  1911,  to  date  of  valuation  follows : 

Debits: 

Net  debit  balance  transferred  from  income  $6, 674. 26 

Miscellaneous  debits,  adjustment  or  cancellation  of  balance  sheet 
accounts   624. 01 

Debit  balance  as  of  date  of  valuation   7, 298.  27 

If  the  charge  of  $155  to  operating  expenses  in  the  income  account,  herein- 
before referred  to,  were  transferred  from  that  account,  the  debit  balance  in  the 
profit  and  loss  account  would  be  reduced  to  $7,148.27. 

Dividends. — The  carrier  baa  not  declared  any  dividends  on  its  capital  stock 
to  date  of  valuation. 

INVESTMENT  IN  BO  AD  AND  EQUIPMENT 

The  investment  of  the  carrier  in.  road  and  equipment,  no  land  being  owned, 
on  date  of  valuation  Is  stated  in  its  books  at  $1,350.  This  amount  represents 
recorded  money  outlay  for  a  passenger-train  car.  As  hereinbefore  stated,  the 
Income  account  includes  an  item  of  $155,  representing  recorded  money  outlay 
for  one  roadway  machine  owned  by  the  carrier  on  date  of  valuation.  If  the 
above  item  were  transferred  to  the  road  and  equipment  investment  account, 
the  balance  in  that  account  would  be  increased  to  $1,505. 

ORIGINAL  COST  TO  DATE 

The  original  coat  to  date  of  the  road  and  equipment,  there  being  no  land, 
owned  by  the  carrier  and  used  for  common-carrier  purposes  is  recorded  in 
its  accounting  records  as  $1,605  of  money  outlay. 

Cost  of  lands. — The  carrier  owns  no  land.  The  information  as  to  the  lands 
used  by  it  under  leasehold  rights  is  given  In  the  accounting  report  on  the 
Virginia-Carolina  Railway  Company. 

Cost  of  machinery  and  equipment. — The  carrier  made  no  report  of  equipment 
owned  or  used,  but  there  has  been  inventoried  to  it  one  roadway  machine  and 
one  passenger-train  car,  with  costs  of  $155  and  $1,350,  respectively,  aggregating 
$1,505,  supported  by  accounting  records.   In  addition  to  the  above  the  carrier 


uses,  under  lease,  equipment  owned  by  the  following  companies : 

Smethport  Extract  Company :  Units 

Steam  locomotives   1 

Freight-train  cars   35 

Beaver  Dam  Railroad  Company  (In  Tennessee),  passenger-train  cars   1 


The  costs  to  the  owners  of  this  leased  equipment  were  not  ascertained. 

AIDS,  0IFT8,  0 BANTS,  AND  DONATIONS 

The  carrier  reports  that  no  aids,  gifts,  grants,  or  donations  were  received 
by  It. 

MATERIAL  AND  SUPPLIES 

The  carrier  records  no  investment  in  material  and  supplies  as  such  on  date 
of  valuation. 
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LEASED    RAILWAY  PROPERTY 

The  carrier  leases  from  the  Virginia-Carolina  Railway  Company  1.386  miles 
of  that  company's  road  between  Duma  sous,  Va.,  and  the  Virginia-Tennessee 
State  line.  The  term  of  the  lease  is  25  years  from  December  18,  1009,  and 
the  stipulated  rental  is  $300  per  annum,  which  was  the  amount  paid  for 
the  year  ended  on  date  of  valuation.  The  lease  was  acquired  by  the  carrier 
from  the  Bearer  Dam  Railroad  Company  (of  Tennessee).  In  addition  to  the 
above  the  carrier  uses,  under  lease  from  the  Smethport  Extract  Company,  1 
steam  locomotive  and  35  freight-train  cars,  and  under  lease  from  the  Beaver  Dam 
Railroad  Company  (of  Tennessee),  1  passenger-train  car.  The  rental  paid 
for  this  equipment  is  treated  in  the  income  account  as  hire  of  equipment. 


GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation,  is 
as  follows : 

ASSETS 

Investments,  investment  in  road  and  equipment   $1, 350.00 

Current  assets : 

Cash     40.37 

Net  balance  receivable  from  agents  and  conductors   612.00 

Miscellaneous  accounts  receivable   8, 154.43 

Total       8,  800.89 

Grand  total     10, 156.89 

LIABILITIES 

Stock,  capital  stock    1,  000.00 

Current  liabilities : 

Traffic  and  car-service  balances  payable   126.75 

Audited  accounts  and  wages  payable   747.16 

Miscellaneous  accounts  payable   14, 838.69 

Total   _  -  15,712.60 

Unadjusted  credits,  accrued  depreciation,  equipment   742.56 

Corporate  surplus,  profit  and  loss,  debit  balance   7,29857 

Grand  total   10,156.89 

APPENDIX  3 

ANALYSIS  OF  METHOD8  FOR  DETERMINING  WORKING  CAPITAL 


Working  capital  is  understood  to  Include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies ;  second,  the  cash  necessary  to 
pay  the  operating  expenses  Incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  Inflow  of  revenue  applicable  to  payments  falling  due. 

116 1.  C.  O. 


Digitized  by  Google 


BEAVER  DAM  R.  B.  CO. 


135 


Considering  that  the  revenues  from  service  performed  in  any  particular  period 
usually  lag  behind  the  expenses  incurred  for  the  service  within  that  particular 
period,  the  amount  of  cash  working  capital  of  this  sort  needed  for  operating 
purposes  is  the  amount  by  which  the  matured  operating  expenses  exceed  that 
part  of  the  accrued  revenues  applicable  to  operating  expenses  which  has  been 
collected,  has  reached  the  treasury,  and  has  become  available  for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met  from 
maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the  propor- 
tion of  all  accrued  revenues  from  service  within  the  period  that  reaches  the 
treasury  within  that  period.  The  remaining  proportion  of  operating  expenses 
will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet  expenses 
in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  .between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration  has 
been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and  supplies. 
The  factors  affecting  cash  working  capital  are  as  follows :  The  relative  amount 
of  revenue  from  the  various  classes  of  service ;  the  elapsed  time  from  the  begin- 
ning of  such  service  to  the  receipt  in  the  treasury  of  the  revenues  for  the  serv- 
ice, including,  for  prepaid  freight,  the  time  for  movement  of  empty  cars  to  the 
point  of  loading,  the  time  consumed  in  loading,  and  the  time  the  receipts  are  in 
transit  to  the  treasury,  and,  for  freight  with  charges  collected  at  destination, 
in  addition,  the  time  for  movement  under  load,  the  time  consumed  in  unloading, 
and  the  credit  period  for  payment  of  charges;  the  relative  amount  of  operating 
expenses  for  various  purposes ;  and  the  elapsed  time  from  the  beginning  of  the 
accrual  of  such  respective  expenses  to  the  time  when  they  must  be  paid.  The 
factors  in  most  cases  represent  the  experience  of  all  Class  I  carriers  and  in  a 
few  cases  consist  of  specially  assembled  data  from  the  experience  of  territori- 
ally scattered  carriers  that  represent  over  40  per  cent  of  the  operating  expenses 
of  all  Class  I  carriers.  For  material  and  supplies,  consideration  has  been  given 
to  the  average  book  value  of  the  stock  carried  by  all  Class  I  and  Class  II  car- 
riers on  June  30  for  the  years  1014-1016,  and  to  the  fact  that  some  part  of  this 
stock  Is  held  for  additions  and  betterments  and  new  construction,  and  that  some 
part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  requirement 
of  carriers  for  operating  working  capital,  including  cash  advanced  to  anticipate 
revenues,  cash  on  hand,  and  investment  In  a  stock  of  material  and  supplies,  Is 
about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  Individual  roads,  consideration  Is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
plicable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and  loaded 
car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues  from 
each  class  of  service  are  in  hand. 

116 1.  c  c. 


Digitized  by  Google 


136  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  Included  in  the  value  found  for  common-carrier  property. 
8ince  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's 
common-carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  oh  hand.  In  such  cases,  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  hand. 

No  material  and  supplies  are  on  hand  on  date  of  valuation,  and  the  cash 
on  band  is  less  than  the  average  amount  found  by  the  above  method.  Accord- 
ingly, it  is  found  that  the  working  capital  owned  and  used  by  the  carrier  for 
common-carrier  operations  on  date  of  valuation  la  $40. 
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Valuation  Docket  No.  742 
WYANDOTTE  SOUTHERN  RAILROAD  COMPANY 


Submitted  March  SI,  1926.   Decided  September  IS,  1926 


Finul  value  for  rate-making  purposes  of  the  property  of  the  Wyandotte  South- 
ern Railroad  Company,  owned  and  used  for  common-carrier  purposes, 
found  to  be  $100,053,  as  of  June  30,  1918,  and  of  property  used  but  not 
owned,  $20,000. 

Report  of  the  Commission 
Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
Bt  Division  1: 

The  Wyandotte  Southern  Railroad  Company,  hereinafter  called 
the  carrier,  is  a  corporation  of  the  State  of  Michigan,  controlled 
by  the  Pennsylvania  Salt  Manufacturing  Company  through  stock 
ownership.  It  owns  and  operates  a  single-track  standard-gauge 
steam  railroad,  consisting  of  4.953  miles  of  all  tracks  in  the  city 
of  Wyandotte,  Mich.  In  addition  the  carrier  operates  under  lease 
from  the  Pennsylvania  Salt  Manufacturing  Company  1.329  miles  of 
yard  tracks  and  sidings. 

By  our  order  of  May  18,  1925,  entered  in  this  proceeding,  we 
completed  the  tentative  valuation,  as  of  June  30,  1918,  of  the  prop- 
erty of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties  in  the  manner  and  as  required  by  law. 
No  protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  tentative  valuation  will  be  made  final. 

i 

Order 

Entered  September  IS,  1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
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imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  Michigan,  and  the  Michigan  Public  Utilities 
Commission ; 

It  further  appearing.  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be.  the  final  valuation  of  the  property  of  the  Wyandotte  Southern 
Railroad  Company  as  of  June  30,  1918 : 

Location  and  general  description  of  property. — The  railroad  of 
the  Wyandotte  Southern  Railroad  Company,  hereinafter  called  the 
carrier,  consists  of  1.654  miles  of  single-track  standard-gauge  steam 
railroad  located  in  Wyandotte,  Mich.,  extending  from  connections 
with  the  lines  of  The  Michigan  Central  Railroad  Company,  and  the 
Detroit,  Toledo  and  I  ronton  Railroad  Company  to  the  plant  of  the 
Pennsylvania  Salt  Manufacturing  Company.  The  carrier  also  owns 
and  uses  3.299  miles  of  yard  tracks  and  sidings.  Its  road  thus  em- 
braces 4.953  miles  of  all  tracks.  The  carrier  uses  but  does  not  own 
1.329  miles  of  yard  tracks  and  sidings  which  it  leases  from  the 
Pennsylvania  Salt  Manufacturing  Company.  The  carrier  is  an 
industrial  switching  railroad  operated  for  freight  service  only.  It 
reports  for  the  year  ended  December  31,  1918,  that  it  handled  8,642 
cars  in  revenue  service.  The  traffic  was  received  from  the  Pennsyl- 
vania Salt  Manufacturing  Company,  the  controlling  interest,  and 
others. 

Capitalization. — The  carrier  has  outstanding,  on  date  of  valuation, 
a  total  par  value  of  $111,666.88  in  stocks  and  long-term  debt,  of  which 
$25,000  represents  capital  stock,  and  $86,666.88  nonnegotiable  debt 
to  affiliated  companies. 

Results  of  corporate  operations. — For  the  period  from  January  1, 
1909,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  96.0  per  cent  of  the  railway  operating  revenues.  No  divi- 
dends on  the  capital  stock  have  been  declared. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  determined,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  regarding  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the  books 
of  the  carrier  as  $48,900.26,  detailed  in  Appendix  2,  of  which  $36,000 
represents  considerations  other  than  money,  the  cash  value  of  which 
at  the  time  of  the  transactions  is  not  known  and  can  not  be  definitely 
determined,  as  it  is  not  shown  in  the  records. 
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Cost  of  reproduction  new  and  cost  of  reproduction  less  depreda- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  owned 
or  used  by  the  carrier,  are  as  shown  below.  Its  portions  of  jointly 
owned  minor  facilities  are  included  in  the  wholly  owned  or  used 
property. 


Cost  of 
re  produc- 

Cost of 
reproduc- 
tion less 
deprecia- 
tion 

ts,  020 

1*6,885 

Used  bat  not  owned,  leased  from  Pennsylvania  Salt  Manufacturing  Co:.  

12, 146 

8,917 

.  70,020 
82,166 

SIS 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets,  which  are  a  part  of  Appendix  1.  Informa- 
tion as  to  the  character  of  the  property  used  but  not  owned  will  be 
found  in  Appendix  2,  under  the  caption  Leased  Railway  Property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  12.75  acres  of  lands.  The  total  original 
cost  of  lands  owned  and  used  by  it  for  carrier  purposes  can  not  be 
ascertained,  as  the  necessary  records  are  not  obtainable;  but  the  origi- 
nal cost  of  a  portion  of  these  lands,  so  far  as  supported  by  the 
accounting  records,  is  $4,167.03.  Other  data  on  their  original  cost 
will  be  found  in  Appendix  2.  The  present  values  of  the  carrier  lands 
owned  or  used  are  as  shown  below : 


Clarification 

Acres 

Present 
value 

12.75 

173, 572. 00 

Used  but  not  owned,  leased  from  Pennsylvania  8alt  Manufacturing  Co   

2.20 

12.75 
14.95 

13,  2O0.  00 

73,  572.  00 
86,772.00 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valua- 
tion date.   This  discrepancy  will  be  removed  when  we  adjust  to 
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1 

■A 
9 

10 
11 

12 
1 ' 
27 
35 
8S 


61 


Wholly  owned  and  used 


Engineering 

Grading   

Bridges,  trestles,  and  culverts 

Tics  

Ksuls   

Other  track  material.  

Uidlrtit   

Tracklnying  and  surfacing. . . 

Crossings  and  signs  

Signals  and  interlocked ..... 

Miscellaneous  structures  

Roadway  small  tools  


Total,  1.  and  3  to  47,  inclusive  

n.  tof  IP  KENT 


Steam  locomotives. 


m.  GENKRAI.  EXPENDlTl  hKa 


71  |  Organization  expenses  

72  General  officers  and  clerks.. 

73  |  Law   

74  i  Stationery  and  printing. 
75 

4  t 

76 


Taxes  

Other  expenditures,  general. 
Interest  during  construction. 


Total,  71  to  77,  inclusive  

Grind  total,  1,  and  3  to  77.  inclusive. 


$!.94B 
2,564 
400 

9, 741 
13,  596 
4.  852 
4,  845 
fi,  010 
187 
4S0 
2,721 
100 


50.  W2 


17,118 


1,541 


2.6*4 

1W 
6,332 
12,23^ 
3. 252 
2,423 
6,577 

300 
2,504 

50 


38,530 


16,  *3 


1.2W 


Used  but  not  owned,  leased  from  Pennsylvania  Salt  Manufacturing  Company 


l 

3 
8 
9 

10 
11 
12 
15 


71 
72 
73 
74 
75 
77 
76 


Cost  of 
reproduc- 
tion new 


I.  EOAD 

Engineering 
Grading 

Ties  I 

Raits  

Other  track  material  

Ballast  

Tracklnying  and  surfacing  

Crossings  nnd  signs.  


•------—•---•—-•---  --•-——»•  — 


Total,  1,  and  3  to  47,  inclusive  

ni.  Q  JEN  BAAL  EXPENDITURES 


Organization  i 
General  officers  and  clerks'. 


Stationery  and  printing  

Tbxcs.         *  — 

Other  expenditures,  general  

Interest  during  construction  





Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77.  Inclusive  


W49 

16J5 
2,844 
3,  666 
1.547 

8fi5 
2,0*4 
36 


11,675 


175 


Cost  of  re- 
production 

less  de- 
preciation 


165 
1.'/* 
3.115 

433 
1.500 
18 


8.573 


1» 
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APPENDIX  2 


INTRODUCTORY 


The  carrier  Is  a  corporation  of  the  State  of  Michigan,  having  Its  principal 
office  at  Wyandotte,  Mich..  It  is  controlled  through  ownership  of  Its  entire 
outstanding  capital  stock,  by  the  Pennsylvania  8alt  Manufacturing  Company. 
The  property  of  the  carrier  was  operated  by  its  own  organization  during  its 
entire  life. 


The  carrier  was  incorporated  October  12,  1901,  under  the  general  laws  of  the 
State  of  Michigan  as  the  Pensalt  Railroad  Company.  Under  an  amendment  to 
its  charter,  filed  September  1,  1908,  the  name  was  changed  to  the  Wyandotte 
Southern  Railroad  Company. 


DEVELOPMENT  OF  FIXED  PHYSICAL 


The  main  line  of  about  1  mile  was  originally  acquired  by  purchase  by  the 
Pennsylvania  Salt  Manufacturing  Company  In  December,  1907.  On  February 
17,  1908,  the  carrier  purchased  this  1  mile  of  track  and  about  3  miles  of  sidings 
and  industry  tracks  from  the  Pennsylvania  Salt  Manufacturing  Company. 

HISTORY  or  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangement*. — In  the  acquisition 
of  its  property  the  carrier  gave  to  the  Pennsylvania  Salt  Manufacturing  Com- 
pany  in  settlement  thereof  $25,000  par  value  of  capital  stock  and  a  demand 
note  for  $11,000  face  value.  Additional  funds  aggregating  $76,884.89  were 
advanced  by  the  Pennsylvania  Salt  Manufacturing  Company  for  additions  and 
betterments  and  operation  of  the  property,  of  which  $75,606.88  remained  unliqui- 
dated at  date  of  valuation. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  Incorporation,  to  the 
date  of  valuation,  the  carrier  has  issued  capital  stock  and  funded  debt  as 
disclosed  by  its  records,  aggregating  $112,884.89  par  value,  of  which  $111,666.88 
are  actually  outstanding  at  date  of  valuation  as  summarized  In  the  following 
table : 


Capital  stock  

Ncmfc.  tfoUable  debt  to  a/Matini  companies  


ToUL... 


Issued 


$25,  000.  00 
87, 8*.  80 


Retired 


1.218.01 


Actually 
outstand- 


125,000.00 


III.* 


Capital  stock.— The  total  authorized  capital  stock  Is  $26,000,  in  shares  of 
the  par  value  of  $100.  The  entire  amount  was  issued  to  the  Pennsylvania 
Salt  Manufacturing  Company  in  part  settlement  for  construction. 

Nonnegotiable  debt  to  affiliated  companies. — On  date  of  valuation  the  indebt- 
edness of  the  carrier  to  the  Pennsylvania  Salt  Manufacturing  Company 
amounts  to  $86,666.88,  consisting  of  the  note  of  $11,000  face  value  Issued  in 
part  settlement  for  construction,  and  $75,666.88  of  advances  for  construction  and 
additions  and  betterment*,  purchase  of  material,  and  equipment,  and  pay- 
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ment  of  losses  from  operation.  Hie  aggregate  of  advances  made  by  the 
Pennsylvania  Salt  Manufacturing  Company  was  $76,884.89,  of  which  $1,218.01 
has  been  liquidated. 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit 
and  loss  accounts  of  the  carrier,  are  given  below: 

Inoome  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  January  1,  1919,  to  date 
of  valuation,  follows: 


Year 

Period 

Operating  Income: 

$14,784.25 
27.082.15 

$131,035.18 
126,730.43 

Dr.  12,347.90 
60S.  84 

Cr.  5.304.82 
6,010.08 

Dr.  12,016.24 

Cr.  2W.  74 

Deductions  from  gross  Income: 

Hire  of  equipment.      

400.00 
660.00 

11,400.00 
1,200.00 
8,610.33 

Total  deductions  from  gross  Income   

Balance  to  debit  of  profit  and  loss  

1,060.00 

18.210.39 

ia.g76.24 

17,«15.66 

The  item  "rent  for  leased  roads"  covers  rental  payment  made  by  the 
carrier  for  nse  of  spur  tracks  owned  by  the  Pennsylvania  Salt  Manufacturing 
Company  and  is  in  accordance  with  agreement  dated  July  1,  1915. 

Profit  and  lots  statement. — The  only  item  in  profit  and  loss  account  Is  the 
debit  balance  of  $17,915.66  transferred  from  Income  account 


INVESTMENT  IN  ROAD  A1»D  BQUIPMBJNT 

The  Investment  of  the  carrier  In  road  and  equipment,  Including  land,  on  date 
of  valuation,  is  stated  In  its  books  as  $48,900.28,  of  which  the  following  Is  a 
general  analysis: 

Property  purchased  and  additions  and  betterments  (not  separable) : 

Capital  stock  Issued  for  property,  par  value  $25,000.00 

Demand  note  Issued  for  property,  par  value   11, 000. 00 

Additions  and  betterments,  recorded  money  outlay   12, 900. 28 

Total  recorded  as  of  date  of  valuation   48,900.26 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-ca rr  1  er  purposes  has  not  been  definitely 
ascertained.  The  construction  records  of  the  property  purchased  were  not 
obtainable.  The  available  data  on  the  outlay  for  improving  the  property 
acquired  from  the  Pennsylvania  Salt  Manufacturing  Company  are  those  found 
In  the  road  and  equipment  Investment  account,  consisting  of  recorded  money 
outlay  of  $12,900.26.  Nothing  is  known  as  to  property  abandoned,  If  any.  No 
return  of  abandoned  property  has  been  made. 
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Cost  of  lands. — The  carrier  reports  amounts  aggregating  $4,167.05  as  the 
outlays  by  itself  and  its  predecessors  in  connection  with  lands  owned  and 
osed  by  it.  A  verification  resulted  in  the  exclusion  of  one  parcel  without  cost 
covering  lands  on  which  industrial  tracks  are  laid.  The  $4,167.03  reported 
by  the  company  as  costs  is  supported  by  accounting  records.  All  of  the  above 
lauds  are  classified  herein  as  carrier,  owned  and  used. 

Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  two  units  of  equipment,  with  costs  aggregating  $16,000.  A  verification 
of  the  returns  indicates  that  such  is  supported  by  the  accounting  records. 

MATERIAL  AND  SUPPLIES 

The  carrier  does  not  maintain  a  stock  of  material  and  supplies.  Such  are 
furnished  as  required  by  the  Pennsylvania  Salt  Manufacturing  Company. 

The  carrier  uses  on  date  of  valuation  facilities  owned  by  another  company 
to  the  extent  indicated  in  the  statement  below: 

Solely  used  but  not  owned,  leased  from  Pennsylvania  Salt  Manufacturing 
Company,  about  1  mile  of  tracks  to  industries  for  terminal  switching 
purposes  under  lease  dated  July  1,  1015,  for  a  period  of  5  years  subject 
to  80  days'  notice  by  either  party  at  an  annual  rental  of   $400 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance-sheet  statement  of  the  carrier,  as  of  date  of  valuation, 


is  as  follows: 

A88BT8 

Investments,  investment  in  road  and  equipment   $48, 000.  26 

Current  assets: 

Cash   052.  72 

Miscellaneous  accounts  receivable   46, 328.  20 

Total   47,  260.  02 

Grand  total   96,181.18 

LIABILITIES 

Stock,  capital  stock   25,000.  00 

Long-term  debt,  nonnegotiable  debt  to  affiliated  companies   SO,  6(56.  88 

Unadjusted  credits: 

Tax  liability   269. 05 

Accrued  depreciation,  equipment   2, 160.  00 

Total   2,420.  95 

Corporate  surplus,  profit  and  loss,  debit  balance   17, 915.  65 

Grand  total   96, 181. 18 
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APPENDIX  8 

"  ANALYSIS  OT  METHODS  FOR  DETERMINING  WORKING  CAPITAL. 

Workiug  capital  Is  understood  to  Include,  possibly,  three  parts:  First,  the 
Investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary,  if 
tny,  to  pay  such  outlays  incurred  in  connection  with  common-carrier  service  as 
may  fall  due  prior  to  the  time  when  the  cash  received  in  connection  with  that 
service  is  available;  and,  third,  a  buffer  fund  of  cash  constantly  on  hand  to 
cover  amply  any  recurrent  and  fluctuating  deficiencies  in  the  inflow  of  cash 
applicable  to  payments  falling  due. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

Material  and  supplies. — The  investment  in  a  stock  of  material  and  supplies 
reasonably  held  for  common-carrier  operations  is  determined  on  the  basis  of 
the  carrier's  actual  stock  from  month  to  month  during  a  period  usually  of  five 
years  preceding  date  of  valuation.  This  recorded  amount  is  corrected  to  allow 
for  any  scrap  or  obsolete  material  included  in  the  stock;  to  allow  for  any  px:rt 
of  it  that  was  drawn  upon  for  additions  and  betterments  rather  than  for 
repairs,  maintenance,  and  the  supplying  of  operating  requirements;  and  to 
allow  for  any  abrupt  variations  in  the  stock  due  to  special  conditions.  The 
percentage  that  this  average  amount  bears  to  the  average  annual  operating 
expenses  for  the  five  years  is  then  applied  to  the  annual  rate  of  operating 
expenses  on  date  of  valuation,  determined  according  to  the  trend  of  such 
expenses  during  the  five-year  period.  The  result  is  taken  as  the  basis  for  n 
finding  of  the  reasonable  stock  of  material  and  supplies  for  common-carrier 
service  as  of  date  of  valuation  based  on  the  carrier's  actual  experience  for  five 
years  preceding  that  date. 

Cash  on  hand. — The  cash  on  hand,  even  the  average  of  the  monthly  balances 
over  a  period  of  time,  is  not  at  all  indicative  of  the  amount  of  cash  working 
capital  used,  for  several  reasons.  It  Is  the  reservoir  into  which  flows  the  cash 
received  from  all  sources  and  from  which  is  first  drawn  the  cash  paid  for  all 
purposes.  As  a  consequence,  the  cash  on  hand  is  frequently  far  out  of  propor- 
tion to  any  reasonable  requirements  for  common-carrier  service  alone.  Again, 
the  material  and  supplies  on  hand  usually  include  some  currently  purchased 
but  not  yet  paid  for  and  the  road  and  equipment  usually  include  units  or 
structures  currently  placed  In  operation  but  not  yet  fully  paid  for.  In  both 
cases  part  of  the  cash  on  hand  is  imminently  required  to  meet  these  payments. 
Since  all  such  property  is  part  of  that  used  for  common-carrier  service  on  any 
date  selected,  if  the  cash  on  hand  be  all  taken  as  working  cash  capital  there 
will  be  a  duplication  in  the  final  value  to  the  extent  of  the  unpaid  costs  of 
material  and  supplies  and  of  additions  and  betterments  or  new  construction. 
Another  defect  is  that  the  amount  of  cash  on  any  selected  date,  or  the  average 
monthly  balance  over  any  period,  is  not  representative  of  the  average  cash  on 
hand  all  the  time,  because  the  amount  of  cash  fluctuates  from  day  to  day  on 
account  of  the  unmatched  variations  in  the  receipts  and  payments  from  day 
to  day.  This  is  a  characteristic  of  the  cash  on  hand  not  found  to  the  same 
disturbing  extent  in  the  stock  of  material  and  supplies.  Finally,  and  most 
important,  even  if  all  the  above  defects  could  be  remedied,  the  amount  of  cash 
on  hand  may  not  be  taken  as  working  capital  until  it  is  shown  that  It  repre- 
sents cash  invested  by  the  corporation  and  not  an  accumulation  of  cash 
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received  from  service  In  advance  of  the  payment  of  the  charges  against  that 
service.  If  it  represents  the  latter,  then,  to  include  it  In  a  llnal  value  of 
property  entitled  to  a  return  Is  to  grant  a  return  upon  the  public's  payments 
for  the  services,  which  would  be  compounding  the  return  on  the  property 
actually  devoted  by  the  carrier  to  public  use.  On  the  other  hand,  in  the  case 
of  carriers  whose  payments  fall  due,  on  the  average,  before  the  receipt  of  all 
the  cash  applicable  to  their  payment,  there  will  have  to  be  provided  and  con- 
stantly paid  out  toward  such  expenses  a  varying  amount  of  money  that  is 
never  returned  to  the  treasury.  In  addition  to  that  expended  cash,  a  further 
sum  has  to  be  provided  in  order  to  have  on  hand  the  necessary  fund  to  cover 
variations  in  the  demand  for  cash  and  provide  a  safe  working  reserve.  The 
total  investment  of  cash  for  both  these  purposes  may  exceed  the  amount  of 
cash  usually  on  hand,  even  for  all  corporate  purposes.  In  such  a  case,  the 
cafih  on  hand  clearly  does  not  indicate  all  the  cash  working  capital  used. 

For  these  reasons,  the  cash  on  hand  is  rejected  as  not  being  reliable  evidence 
of  the  cash  investment  for  working  capital  used  in  rendering  common-carrier 
service. 

Cath  to  pay  expenses  in  advance  of  the  receipt  of  revenue. — Whenever  the 
cash  received  in  connection  with  service  performed  in  any  particular  period 
lags  behind  the  outlays  incurred  in  connection  with  the  service  within  that 
particular  period  and  taxes,  the  amount  of  cash  working  capital  of  this  sort 
needed  for  operating  purposes  is  the  amount  by  which  the  outlays  and  taxes 
falling  due  exceed  that  currently  received  portion  of  the  accrued  cash  receipts 
which  is  applicable  to  all  such  payments  to  be  made,  which  has  been  collected, 
has  reached  the  treasury,  and  has  become  available  for  paying  bills. 

In  order  to  make  this  comparison  between  the  due  dates  for  such  payments 
and  the  time  when  the  cash  applicable  to  the  payments  Is  received,  there  has 
been  ascertained  from  the  carrier's  accounts  and  operating  statistics  for  a 
period  usually  of  three  years  preceding  date  of  valuation,  on  the  one  hand, 
the  amount  of  cash  received  from  various  sources  In  connection  with  its 
common-carrier  service  and  the  elapsed  time  from  the  beginning  of  each  class 
of  such  service  to  the  receipt  of  the  cash  in  the  treasury.  The  sources  of  cash 
inquired  into  include  ordinarily  prepaid  charges  on  freight  forwarded,  charges 
and  advances  collected  on  freight  received,  both  local  and  interline,  interline 
balances  receivable  on  freight  forwarded  collect  or  freight  carried  interme- 
diately between  forwarding  and  delivering  lines,  the  sale  of  passenger  tickets, 
both  local  and  interline,  interline  balances  receivable  on  interline  passenger 
tickets  issued  by  foreign  lines,  and  other  forms  of  passenger  transportation. 
It,  in  any  particular  case,  other  sources  of  receipts  in  connection  with  common- 
carrier  service  are  relatively  important,  those  also  are  included.  In  the  case 
of  switching  and  terminal  companies,  the  sources  of  cash  receipts  vary  accord- 
ing to  the  operating  arrangements  of  the  respective  compauies.  In  each  case, 
the  sources  peculiar  to  the  carrier  under  consideration  are  examined.  From 
these  data  there  is  computed  the  weighted  average  elapsed  time  from  the 
^ginning  of  the  various  common-carrier  services  to  the  dates  when  the  cash 
received  In  connection  with  such  services  comes  to  hand  and  Is  available  to 
meet  payments. 

On  the  other  hand,  there  has  been  ascertained  for  the  same  period  the 
amount  of  cash  paid  out  for  various  purposes  in  connection  with  common- 
carrier  service  and  taxes  and  the  elapsed  time  from  the  beginning  of  each 
class  of  such  service  until  the  payments  fall  due.  The  purpose  of  payments 
inquired  into  are  ordinarily  those  for  purchases  of  material  and  supplies  for 
current  use  in  operations  or  for  replenishing  the  stock  of  material  and  supplies, 
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the  payment  of  wages  and  salaries,  the  payment  of  advances  on  freight 
forwarded,  the  settlement  of  interline  balances  payable,  and  the  payment 
of  taxes.  If  in  any  particular  case,  other  disbursements  in  connection  with 
common-carrier  services  are  relatively  important,  these  also  are  Included.  In 
the  case  of  switching  and  terminal  companies,  the  purposes  for  which  payments 
are  made  vary  according  to  the  operating  arrangements  of  the  respective  com- 
panies. In  each  case,  the  purposes  peculiar  to  the  carrier  under  consideration 
are  examined.  From  these  data  there  is  computed  the  weighted  average 
elapsed  time  from  the  beginning  of  the  various  common-carrier  services  to  the 
dates  when  the  payments  are  made. 

Next,  comparing  the  average  delay  in  the  receipt  in  hand  of  all  cash  and  the 
average  delay  in  the  making  of  all  payments,  there  is  disclosed  whether  the 
cash  was  received  in  hand,  on  the  average,  ahead  of  the  maturity  of  payments 
to  be  made,  or  whether  payments  had  to  be  made  for  a  period  before  the  cash 
receipts  reached  their  full  current  volume.  In  either  case  it  shows,  further, 
the  number  of  days  by  which  cash  receipts  anticipated  the  due  dates  of  pay- 
ments or  lagged  behind  them.  This  number  of  days  multiplied  by  the  average 
daily  amount  paid  gives  for  the  three-year  period,  In  the  one  case,  the  average 
amount  of  cash  received  applicable  to  payments  that  was  in  excess  of  the  pay- 
ments made,  or,  In  the  other  case,  the  average  amount  of  cash  that  had  to  be 
obtained  from  some  source  other  than  receipts  to  pay  expenses  until  cash  re- 
ceipts came  to  hand  in  sufficient  volume.  In  the  one  case  It  is  the  average  dally 
surplus  of  current  receipts  applicable  to  these  payments  over  the  amount  of 
such  payments  currently  falling  due.  In  the  other  case  it  is  the  average  amount 
of  cash  supplied  from  other  sources  and  spent;  it  is  no  part  of  cash  on  hand. 

It  should  be  noted,  that,  by  applying  this  difference  In  delay  to  the  average 
dally  payments,  instead  of  to  the  average  daily  gross  receipts,  the  result  is  in- 
dependent of  any  current  collections  that  are  properly  reservable  for  Interest, 
dividends,  additions,  and  betterments,  or  other  corporate  purposes  than  the 
rendering  of  common-carrier  service.  It  represents  solely  the  relation  between 
the  payment  of  cash  outlays  arising  in  the  performance  of  common-carrier  serv- 
ice and  in  taxes  and  so  much  of  the  current  receipts  as  may  properly  be  as- 
signable to  those  payments. 

Buffer  fund. — The  third  possible  element  of  working  capital,  namely,  the 
buffer  fund  of  cash  on  hand,  is  determined  from  a  consideration  of  the  maxi- 
mum monthly  deficit,  if  there  be  any  deficit  at  all,  or  of  the  monthly  minimum 
surplus,  if  there  be  no  deficit,  in  the  cumulated  receipts  applicable  to  payments. 
This  maximum  deficit,  or  minimum  surplus,  as  the  case  may  be,  is  found  by 
comparing  day  by  day  the  cumulated  daily  reclpts  with  the  cumulated  daily 
payments  during  the  average  month's  experience,  and  noting  on  what  day  of 
such  month  the  deficiency,  if  any,  was  greatest,  or  the  surplus  was  least.  This 
result  indicates  by  how  much,  on  the  day  indicated,  the  receipts  In  hand  had  to 
be  supplemented  by  catm  from  some  other  source  In  order  to  meet  all  payments 
on  such  day  and  still  have  a  safe  buffer  fund  of  reserve  cash  on  hand.  This 
amount  of  Invested  cash  may  never  be  all  paid  out,  and  at  certain  times  of  the 
month  may  be  all  on  hand.  But  whatever  part  is  not  paid  out  must  be  kept  on 
hand  to  cover  the  peak  requirements  each  month  with  an  adequate  margin 
of  safety. 

Summarp  of  cash  working  capital— When  the  payments  made  exceed,  on 
the  whole,  the  receipts  applicable  to  the  payments,  the  average  excess  deter- 
mined in  the  above  manner  measures  the  average  amount  of  cash  working 
capital  paid  out  The  maximum  deficit  during  the  average  month  is  the 
average  of  the  maximum  amounts  of  cash  working  capital  paid  out  some  time 
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each  mouth  and  Includes,  of  course,  the  average  amount  paid  out,  Just  referred 
to.  Whether  the  receipts  in  hand  anticipate  or  lag  behind  the  payments  to  be 
met.  the  maximum  deficit  determined  as  above,  if  there  be  any  at  all,  measures 
the  average  amount  of  cash  working  capital  actually  used  from  month  to 
month  to  supplement  current  receipts  in  hand  in  meeting  the  peak  requirements 
for  current  payments.  If  there  is  no  deficit  in  receipts  on  any  day  of  the 
mouth,  then  no  cash  working  capital  Is  used  at  all  to  supplement  receipts  in 
meeting  payments,  although  an  investment  in  cash  working  capital  may  be  used 
to  maintain  n  sufficiently  protective  buffer  fund  at  all  times. 

A  deficit  or  minimum  surplus  thus  found  represents  actual  experience  prior 
to  date  of  valuation.  If  the  traffic  handled  during  the  period  shows  a  gen- 
eral increase,  as  is  usual,  or  a  general  decrease,  these  results  will  not  be 
representative  of  the  carrier's  experience  as  of  date  of  valuation.  The  volume 
of  business  for  the  single  year  preceding  date  of  valuation  may  be  high  or 
low  because  of  temporary  influences.  In  order  to  secure  in  the  result  repre- 
sentation of  the  general  increase  or  decrease,  the  percentage  that  the  invest- 
ment of  cash  made  to  preserve  a  safe  buffer  fund,  found  as  above,  is  of  the 
average  annual  operating  outlays  and  taxes  during  the  three  years  is  first 
computed.  Then  the  annual  rate  of  such  payments  as  of  date  of  valuation 
fa  determined  according  to  the  trend  of  actual  yearly  payments  during  a 
period,  usually  five  years,  preceding  date  of  valuation.  The  percentage  first 
found  is  then  applied  to  this  annual  rate  and  the  result  Is  taken  to  represent 
the  investment  of  cash  working  capital  for  a  volume  of  business  as  of  date 
of  valuation  Indicated  by  the  trend  of  actual  experience  for  the  period  prior 
to  date  of  valuation. 

The  actual  cash  working  capital  employed  must,  as  indicated  above,  include 
enough  to  assure  a  safe  margin  of  cash  on  hand  to  take  care  of  variations 
in  the  relation  between  cumulated  receipts  and  cumulated  payments,  as  com- 
puted, In  which  such  variations  are  leveled  off  over  a  long  period  of  time. 
However,  with  the  large  number  of  dally  transactions  running,  in  the  case  of 
any  but  the  smaller  carriers,  to  many  thousands,  the  variations  in  individual 
transactions  each  day  largely  offset  each  other ;  and  in  view  of  the  degree  of 
regularity  usually  found  in  the  relative  receipts  from  various  sources  and  rela- 
tive payments  for  various  purposes  and  in  the  frequency  and  time  of  the 
month  observed  by  the  monthly  cycle  of  receipts  and  payments,  the  compara- 
tive delay  In  the  receipta  and  payments  of  cash  up  to  any  time  of  the  month 
can  not  diverge  from  month  to  month  very  greatly  from  the  average  for  that 
time  of  the  month  over  a  longer  period. 

With  respect  to  the  fluctuations  from  month  to  month  in  the  sufficiency  of 
receipts  due  to  seasonal  or  casual  Influences  on  traffic  or  expenses,  a  distinc- 
tion is  made  between  those  arising  in  connection  with  divergencies  in  the  com- 
parative delay  in  receipts  and  payments  and  those  springing  from  deficiency 
m  the  earnings  from  traffic  or  from  extraordinary  expenses.  The  former  are 
covered  by  the  remarks  in  the  preceding  paragraph.  As  to  the  latter,  what- 
ever  deficiencies  may  occur  at  certain  times  of  the  year  should  be  cared  for 
by  a  surplus  created  out  of  operating  Income,  analagous  to  that  provided  for 
ia  section  15a  of  the  interstate  commerce  act.  If  the  operating  income  is 
inadequate  to  provide  such  a  reserve,  the  fault  Ilea  either  in  insufficient  traffic 
or  insufficient  rates.  In  either  case  the  remedy  lies  elsewhere  than  in  a  fund 
of  cash  to  be  added  to  the  value  of  the  carrier  property  and  thereby  charged, 
tor  Its  support,  against  the  users  of  the  service, 
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Conclusion. — By  considering  whatever  amounts  are  disclosed  as  used  for 
common-carrier  operations  In  the  form  of  each  of  the  three  possible  factors  in 
working  capital,  the  total  working  capital  employed  is  found. 

After  taking  into  consideration  the  data  furnished  by  the  carrier,  together 
with  such  other  information  obtained  from  its  annual  reports  to  us,  it  is 
found  that  the  amount  of  Invested  working  capital,  according  to  the  method 
above  described,  would  be  substantially  the  same  as  the  amount  of  cash,  there 
being  no  material  and  supplies  recorded,  held  on  date  of  valuation. 

If  the  amount  of  cash  held  on  date  of  valuation  is  less  than  the  amount 
determined  by  the  above  method,  due  to  the  assistance  from  others,  or  to  other 
circumstances,  the  company's  common-carrier  property  of  that  kind  can  not, 
of  course,  be  greater  than  the  amount  actually  on  hand.  In  such  cases  the 
value  found  for  working  capital  is  the  sum  of  the  cash  on  hand. 

The  amount  of  working  capital  found  for  the  carrier  is  $958  and  consists  of 
the  cash  owned  by  It  on  date  of  valuation. 
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Valuation  Docket  No.  612 

BIRMINGHAM,  COLUMBUS  &  ST.  ANDREWS  RAILROAD 

COMPANY 


Submitted  October  H,  1925.    Decided  September  IS,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Birmingham, 
Columbus  A  St  Andrews  Railroad  Company,  owned  and  used  for  common- 
carrier  purposes,  found  to  be  $229,109,  as  of  June  30,  1917. 

Report  of  the  Commission 

Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
By  Division  1: 

The  Birmingham,  Columbus  &  St.  Andrews  Railroad  Company, 
hereinafter  called  the  carrier,  is  a  corporation  of  the  States  of  Ala- 
bama and  Florida.  It  owns  and  operates  a  single-track  standard- 
gauge  steam  railroad,  extending  from  Chipley,  Fla.,  to  Tiller,  Fla., 
a  distance  of  19.037  miles.  It  also  owns  1.508  miles  of  yard  tracks 
and  sidings. 

By  our  order  of  July  31,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30, 1917,  of  the  property  of 
the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate  com- 
merce act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  tentative  valuation  will  be  made  final. 

Order 

Entered  September  1$,  1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission, 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
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Florida  Railroad  Com- 


the  cash  ow 


com  mo  11  *cfl  Trier  opomtions  Id  t^ip  form  of  p' 

working  capital,  the  total  working  capif  against  said  tentative  valua- 

After  taking  Into  consideration  th-  ^thin  the  limit  of  30  days  sped- 
with  such  other  information  obf         '~&on  19a: 

found  that  the  amount  of  inr  ^   an(j  u  ^  hereb  declared 

above  described,  would  be  p'  ^  *  ..v    t»*      •     t_        r\  i 

being  no  material  and  su*         „  faP">V*«*  <>i  the  Birmingham,  Colum, 

if  the  amount  of  ca-     .  r .  ;  O  Company,  as  of  June  30,  1917 : 
determined  by  the  alK        ^rf^?*™  °f  property— The  railroad  of  the 
circumstances,  the  j  St  Andrews  Railroad  Company,  herein- 

of  course,  be  gre      *:  yM^is  a  single-track  standard-gauge  steam  rail- 
value  found  for    ,  >  ^        Florida<    The  main  line  extends  from 
The  ainoun         ■vlJ^  it** 

r  lfi  fl*-t  a  distance  of  19.037  miles.   The  carrier  also 

P^fyard  tracks  and  sidings.    Its  road  thus  embraces 
/^'^^fali  tracks  owned.   Trackage  rights  are  had  over 
fl'^  tro»d  extending  from  Tiller  to  Southport,  Fla.,  owned 

W    dock  ffld  long-term  debt — The  carrier  and  the  receiver 
^£*?\       property  have  outstanding  on  date  of  valuation  a  total 
0f  $583,131.02  in  stock  and  long-term  debt,  of  which 
P*r  nO0  represents  common  stock,  $336,000  funded  debt,  and 

02  receiver's  certificates. 
tpiUU8  of  corporate  operations, — For  the  period  from  December 
190S,  to  date  of  valuation  the  aggregate  railway  operating 
nses  have  been  84.7  per  cent  of  the  railway  operating  revenues, 
carrier  has  not  declared  any  dividends  on  its  capital  stock  from 
pecember  24,  1908,  to  date  of  valuation.   Information  respecting 
results  of  operations  and  dividends  prior  to  December  24,  1908,  can 
not  be  given  owing  to  the  inadequacy  of  the  records. 

Original  cost  to  date, — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  car- 
rier in  road  and  equipment,  including  land,  on  date  of  valuation 
can  not  be  stated,  owing  to  the  inadequacy  of  the  records.  The 
available  information  respecting  the  investment  will  be  found  in 
Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  depreda- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  wholly  owned  and  used  by  the  carrier,  are 
$256,866  and  $211,946,  respectively.    These  amounts,  classified  in 

conformity  with  the  classification  of  expenditures  for  road  and 
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lent  as  prescribed  by  us,  are  shown  in  the  summary  sheet, 
a  part  of  Appendix  1. 
land*,  rights  of  way,  and  terminals  at  time  of  dedication 
and  their  present  value. — The  carrier  owns  and  uses 
irrier  purposes  228.77  acres  of  land.  The  original  cost 
o  can  not  be  ascertained,  as  the  necessary  records  are 
liable.    Their  present  value  is  $11,292.76.    The  estimates 
.ost  of  reproduction  covered  by  this  report  are  based  upon  the 
1914  level  of  prices,  while  the  present  values  of  the  common-carrier 
lands  covered  by  the  report  are  based  upon  the  fair  average  of  the 
normal  market  value  of  lands#adjoining  and  adjacent  to  the  rights 
of  way,  yards,  and  terminals  of  the  carrier,  as  of  valuation  date. 
This  discrepancy  will  be  removed  when  we  adjust  to  later  dates,  in 
accordance  with  the  requirements  of  the  valuation  act,  the  final  value 
herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  no  property  held  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations.— Owing  to  the 
inadequacy  of  the  records,  it  is  not  possible  to  determine  whether  or 
not  any  aids,  gifts,  grants  of  rights  of  way,  or  donations  were  re- 
ceived prior  to  December  24,  1908.  The  receiver  operating  the  prop- 
erty reports  that  he  has  no  record  of  any  having  been  received  since 
that  date. 

Material  and  mpplies. — The  book  value  of  the  material  and  sup- 
plies on  hand  on  date  of  valuation  is  shown  in  the  records  of  the 
receiver  operating  the  property  of  the  carrier  as  $335.28. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  here  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  wholly  owned  and  used,  de- 
voted by  it  to  common-carrier  purposes,  is  found  to  be  $229,109. 
The  sum  of  $1,109  is  included  in  the  value  above  stated  on  account 
of  working  capital,  including  material  and  supplies.  No  other 
values  or  elements  of  value  to  which  specific  sums  can  now  be 
ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  carrier;  moneys  and  other  considerations 
received  by  reason  of  issues  of  stocks,  bonds,  and  other  securities, 
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States,  the  Governor  of  Florida,  and  the  Florida  Railroad  Com- 
mission; 

It  further  appearing.  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared 
to  be,  the  final  valuation  of  the  property  of  the  Birmingham,  Colum- 
bus  &  St  Andrews  Railroad  Company,  as  of  June  30,  1917 : 

Location  and  general  description  of  property. — The  railroad  of  the 
Birmingham,  Columbus  &  St.  Andrews  Railroad  Company,  herein- 
after called  the  carrier,  is  a  single-track  standard-gauge  steam  rail- 
road located  in  northwestern  Florida.  The  main  line  extends  from 
Chipley  to  Tiller,  Fla.,  a  distance  of  19.037  miles.  The  carrier  also 
owns  1.508  miles  of  yard  tracks  and  sidings.  Its  road  thus  embraces 
20.545  miles  of  all  tracks  owned.  Trackage  rights  are  had  over 
18.981  miles  of  road  extending  from  Tiller  to  Southport,  Fla.,  owned 
by  the  Sale-Davis  Company. 

Capital  stock  and  long- term  debt. — The  carrier  and  the  receiver 
operating  the  property  have  outstanding  on  date  of  valuation  a  total 
par  value  of  $583,131.02  in  stock  and  long-term  debt,  of  which 
$235,000  represents  common  stock,  $336,000  funded  debt,  and 
$12,131.02  receiver's  certificates. 

Results  of  corporate  operations. — For  the  period  from  December 
24,  1908,  to  date  of  valuation  the  aggregate  railway  operating 
expenses  have  been  84.7  per  cent  of  the  railway  operating  revenues. 
The  carrier  has  not  declared  any  dividends  on  its  capital  stock  from 
December  24,  1908,  to  date  of  valuation.  Information  respecting 
results  of  operations  and  dividends  prior  to  December  24,  1908,  can 
not  be  given  owing  to  the  inadequacy  of  the  records. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  car- 
rier in  road  and  equipment,  including  land,  on  date  of  valuation 
can  not  be  stated,  owing  to  the  inadequacy  of  the  records.  The 
available  information  respecting  the  investment  will  be  found  in 
Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  wholly  owned  and  used  by  the  carrier,  are 
$256,866  and  $211,945,  respectively.    These  amounts,  classified  in 

conformity  with  the  classification  of  expenditures  for  road  and 
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equipment  as  prescribed  by  us,  are  shown  in  the  summary  sheet, 
which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  228.77  acres  of  land.  The  original  cost 
of  these  lands  can  not  be  ascertained,  as  the  necessary  records  are 
not  obtainable.  Their  present  value  is  $11,292.76.  The  estimates 
of  cost  of  reproduction  covered  by  this  report  are  based  upon  the 
1914  level  of  prices,  while  the  present  values  of  the  common-carrier 
lands  covered  by  the  report  are  based  upon  the  fair  average  of  the 
normal  market  value  of  lands  ^adjoining  and  adjacent  to  the  rights 
of  way,  yards,  and  terminals  of  the  carrier,  as  of  valuation  date. 
This  discrepancy  will  be  removed  when  we  adjust  to  later  dates,  in 
accordance  with  the  requirements  of  the  valuation  act,  the  final  value 
herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  no  property  held  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Owing  to  the 
inadequacy  of  the  records,  it  is  not  possible  to  determine  whether  or 
not  any  aids,  gifts,  grants  of  rights  of  way,  or  donations  were  re- 
ceived prior  to  December  24, 1908.  The  receiver  operating  the  prop- 
erty reports  that  he  has  no  record  of  any  having  been  received  since 
that  date. 

Material  and  supplies. — The  book  value  of  the  material  and  sup- 
plies on  hand  on  date  of  valuation  is  shown  in  the  records  of  the 
receiver  operating  the  property  of  the  carrier  as  $335.28. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  here  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  wholly  owned  and  used,  de- 
voted by  it  to  common-carrier  purposes,  is  found  to  be  $229,109. 
The  sum  of  $1,109  is  included  in  the  value  above  stated  on  account 
of  working  capital,  including  material  and  supplies.  No  other 
values  or  elements  of  value  to  which  specific  sums  can  now  be 
ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  8.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  carrier;  moneys  and  other  considerations 
received  by  reason  of  issues  of  stocks,  bonds,  and  other  securities, 
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together  with  the  syndicating)  banking,  and  other  financial  arrange- 
ments attending  their  issue ;  the  net  and  gross  earnings ;  the  develop- 
ment of  fixed  physical  property ;  investment  in  road  and  equipment ; 
the  general  balance  sheet  statement;  and  other  pertinent  informa- 
tion. Appendix  3  is  a  statement  of  the  method  for  determining 
working  capital. 

Reference  is  made  to  Appendix  8,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and*land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  is  situated, 
give  the  details  respecting  the  figures  here  reported,  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  in- 
spection, and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 


APPENDIX  l 

TRAFFIC  CONNECTIONS 

The  road  of  the  carrier  has  direct  connection  with  the  road  of  the  Louisville 
and  Nashville  Railroad  Company,  for  interchange  of  traffic,  at  Chipley,  Fla. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  region  traversed  is  slightly  rolling.   The  soil  is  clay. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  road  serves  primarily  as  an  outlet  for  shipments  of  lumber  from  the 
mill  at  Southport,  Fla.,  owned  by  the  Sale-Davis  Company.  A  little  farming 
is  done  along  the  road,  but  most  of  the  region  represents  lands  from  which 
timber  has  been  cut. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  light,  averaging  about  28,000  cubic  yards  to  the  mile,  and  is 
all  common  excavation.  There  are  20  pile-and-frame  trestles,  aggregating  1,467 
feet  in  length.  The  main  track  is  laid  with  new  GO- pound  and  re-lay  65-pound 
rail,  placed  on  pine  and  cypress  ties.  The  road  is  not  ballasted,  but  is  full 
earth  surfaced. 
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EQUIPMENT 

The  carrier  owns  and  uses  the  following  units  of  equipment:  Three  steam 
locomotives,  nine  freight-train  cars,  four  passeuger-traln  cars. 

ENGINEERING  AND  GENERAL  EXPENDITUKKB 


bas  been  estimated  at  4  per  cent  on  road  accounts  3  to  47.  Gen- 
eral expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per  cent  on 
road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction  has 
been  estimated  for  one-half  the  construction  period  of  eight  months,  plus  three 
months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures  accounts, 
except  accounts  2  and  76.  Interest  on  equipment  bas  been  estimated  for  three 
months  at  0  per  cent  per  annum. 


HUM  WART 


Wholly 


Engirt 
Grading. ... 
Bridge 
Ties... 

Ralls  

Other  track  material  

Tracklaying  and  surfacing  

Right-of-way  fences  

Crossings  and  signs   

Station  and  office  butMings . . . 

Roadway  buildings.  

Water  stations  


I.  ROAD 


: 

I 

•• 

- 

o 
10 
12 
13 
15 
16 
17 
IS 

J9  j  Fuel  stations. 


30 
36 
37 
38 
*4 


Shops  and  engiue  houses  

Telegraph  and  telephone  lirjcs. 

Roadway  machines  

Roadway  small  tools  

Shop  machinery.   


Co?t  of 
reproduc- 
tion uew 


Total,  1.  and  3  to  47,  Inclusive  

.   ..    T  U.  EQUIPMENT 


01 
54 


6 team  locomotives. . 
Freight -train  cars . . . 
Passenger-train  cars. 


Total,  61  to  58,  Inclusive. . 

-.  •»  t,,s ■•:  i 

IU.  OENEkAl 


EXPENDITURES 


71 

72 

tit 

73 

74 

H* 

7* 

77 

76 

Organisation  expens 
Genera]  officers  and 
Law  


;rks. 


L.-H 


Taxes  

Other  expand itures,  general . 
Interest  during  construction. 


Total,  71  to  77,  Inclusive  

Grand  total,  l,  and  3  to  77,  inclusive. 


fS,322 
73, t>49 
11,  200 
21,736 
58,090 
9,  132 
19,703 
M0 

a>s 

4,492 

05 
159 
500 

2,430 
546 
232 
115 

1,  252 


Cost  of 
reproduc- 
tion less 
deprecia- 
tion 


21f»,380 


3,  240 


8,124 


11,370 


$8, 322 
73,508 

8,471 
10,8«S 
M.f.24 

6,355 
15,  171 
270 

w,9 

3.277 
00 
80 
273 

1,295 

:m 

122 
.58 
80S 


181,507 


1727 
6,  715 


9,  442 
211,945 
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APPENDIX  2 
INTRODUCTORY 

The  carrier  Is  a  corporation  of  the  States  of  Alabama  and  Florida,  having 
Its  principal  office  at  Chlpley,  Fla.  No  accounting  records  or  minute  books  of 
this  corporation  have  been  obtained,  and  the  only  information  that  can  be 
given  regarding  its  financial  transactions  has  been  taken  from  correspondence 
with  one  of  its  officials.  The  records  that  have  been  obtained  are  those  of  the 
receiver,  which  pertain  only  to  the  operation  and  improvement  of  the  property 
during  the  receivership  period.  The  records  reviewed  do  not  indicate  that  the 
carrier  is  controlled  by  any  individual  or  corporation  nor,  on  the  other  hand, 
that  It  controls  any  other  common-carrier  corporations.  The  property  of  the 
carrier  was  operated  by  Its  own  organization  from  the  date  its  original  road 
was  placed  In  operation,  April  80,  1907,  until  the  receivership,  December  24, 
1908.  From  that  date  to  date  of  valuation  the  property  has  been  operated  by 
a  receiver. 

CORPORATE  HISTORY 


The  carrier  was  incorporated  January  29,  1903.  under  the  general  laws  of 
the  State  of  Alabama.   It  was  also  registered  In  Florida  on  April  30,  1903. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  owned  mileage  of  the  carrier,  amounting  to  19.037  miles,  was  all  ac- 
quired by  construction,  of  which  3.25  miles  of  road,  from  Macon  to  a  connection 
with  the  tracks  of  the  Sale-Davis  Company  at  Tiller,  Fla.,  was  constructed 
during  the  period  from  October,  1911,  to  March,  1912.  The  remainder  of  the 
road  owned  on  date  of  valuation  had  been  constructed  prior  to  December  24, 
1908,  the  date  on  which  the  available  records  were  opened,  the  first  portion  of 
which  was  placed  In  operation  April  80,  1907.  The  records  reviewed  do  not 
indicate  whether  the  construction  work  was  performed  by  the  company's  forces 
or  by  contract.  There  is  a  difference  of  0.213  mile  between  the  mileage  recorded 
by  the  carrier,  19.25  miles,  and  that  inventoried  as  of  date  of  valuation,  19.037 
miles. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangement*. — The  only  available 
data  regarding  the  financial  arrangements  of  the  carrier  have  been  obtained 
through  correspondence  with  one  of  Its  officials.  The  available  information 
regarding  the  Issuance  of  securities  by  the  carrier  and  the  receiver  is  given 
in  the  paragraphs  of  this  section  devoted  to  capital  stock,  long-term  debt,  and 
other  obligations. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation  to  date 
of  valuation,  the  carrier  and  its  receiver  have  Issued  stock  and  long-term 
debt,  aggregating  $599,470.78  par  value,  of  which  $533,131.02  is  actually  out- 
standing, as  summarised  In  the  table  below : 


Actually 
outstanding 


8tock,  capital  stock,  par  value,  common 
Long-term  debt,  funded  debt,  par  value, 
Receiver's  certificates,  par 


1235,000.00 
890,000.00 
28.  470.  78 


$16,  33tt.  78 


S23r>,  000.  00 
334,000.00 
12,131.02 


78 


583,131.02 
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Capital  ttock. — According  to  information  furnished  by  an  official  of  the 
carrier,  $235,000  par  value  of  capital  stock,  divided  into  shares  of  $100  par 
value  each,  was  issued  for  construction  work,  and  is  actually  outstanding  on 
date  of  valuation.   No  further  information  has  been  obtained. 

Funded  debt.— According  to  information  furnished  by  an  official  of  the  car- 
rier, $336,000  par  value  of  bonds  were  issued  for  construction  work  and  are 
actually  outstanding  on  date  of  valuation.  No  further  information  has  been 
obtained. 

Receiver**  certificates. — The  receiver  of  the  carrier  has  issued  $28,470.78 
par  value  of  receiver's  certificates,  of  which  $16,339.76  have  been  retired,  leav- 
ing $12,131.02  outstanding  on  date  of  valuation.  The  considerations  received 
for  them  when  issued  and  given  for  those  retired  were  as  follows: 


Consideration 

Recorded 
value 

Par  value 

I&sued: 

Caah.  

$11,863.41 
14,  839.  76 
1,  627.  61 
180.00 

$11,853.41 
14,839.  76 
1, 027.  61 
150.00 

Interest  on  r«*lver'«  certificates  

28,  470.  78 
19,339.76 

28,470.78 
16,  339.  76 
12,181.02 

Short-term  note*. — The  receiver  of  the  carrier  has  issued  short-term  notes 
of  $11,112.69  par  value  to  date  of  valuation,  all  of  which  have  been  retired. 
The  consideration  recorded  in  connection  with  the  issuance  of  these  notes  was 
$11,112.69  cash;  and  that  recorded  as  given  in  the  retirement  of  them  was  a 
like  amount  of  cash. 

Other  obligations. — The  receiver  of  the  company  received  advances  from 
J.  E.  Reyburn  and  W.  H.  Kreider  to  date  of  valuation,  as  indicated  by  the 
records  reviewed,  aggregating  $8,298.03,  consisting  of  cash  in  the  amonnt  of 
$2*217.97  and  expenditures  for  additions  and  betterments  in  the  amount  of 
$6,080.06.  Of  the  advances  received,  $3,991.37  has  been  rei>aid  with  cash,  leav- 
ing $4,306.66  owing  to  W.  H.  Kreider  on  date  of  valuation.  This  amount  is 
classified  on  the  balance  sheet  statement  of  the  receiver  as  miscellaneous 
accounts  payable. 

RESULTS  OK  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  aud 
loss  accounts  of  the  receiver  of  the  carrier  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  December  24,  1908,  to  date 
of  valuation,  follows: 
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•  i  ' 


Year 


Operating  income: 

Railway  operating  revenues  

Railway  operating  expenses  


$20,  MX  2ft 
23, 110. 28 


Net  revenue  from  railway  operations., 
t&ilway 

Total  ■ 


6,  232  87 
2.858.83 


3, 374.  12 


1227,488.98 
104, 027. 27 

33,461.71 
10,978.84 


22, 482  87 


Nonoperating  Income: 

Hire  of  equipment  

Joint-facility  rent  income... 
Miscclljueous  rent  income. 


Total. 


Gross  income. 


Deductions  from  gross  income: 

Hire  of  equipment  

Joint-facility  rents  

Interest  on  funded  debt... 


Total. 
Not  deficit. 
Net  I 


3,374.12 


90.75 
2,  W0.  00 
2,330.90 


S.  111.  65 


1,737.53  . 


Disposition  of  net  income: 

Income  debit  balance  transferred  to  profit  and  loss   -  !     1,737.  63 

Income  credit  balance  transferred  to  profit  and  loss  I  


249. 31 
1,254.32 
100  00 
891.90 


1.  OP*.  59 
24.478.  46 


1,638. 16 
13,  097. 00 
3, 151.  49 
1,128.  74 


18.885.39 


5,  503.07 


6,  593.07 


Certain  income  items  recorded  in  the  proflt-and-loss  account  would  be  includ- 
ible in  the  income  statement  for  the  period.  These  items,  grouped  according 
to  their  effect  on  the  income  for  the  period,  are  as  follows : 

Additions  to  income,  transferable  from  delayed-income  credits  in 
profit  and  loss  account,  deductible  from  railway  operating  ex- 
penses   $1,400.00 

Deductions  from  income,  transferable  from  delayed-income  debits  in 
profit  and  loss  account,  addable  to  railway  tax  accruals   2, 863. 25 


Net  deduction  from  income  

If  the  income  accounts  were  adjusted  to  the  extent  indicated  above,  and  if 
the  items  then  contained  therein  were  taken  at  their  recorded  amounts,  the 
credit  balance  transferable  to  profit  and  loss  would  be  decreased  by  $063.26, 
or  to  $4,629.82. 

Profit  and  lo$»  statement. — A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  December  24,  1908,  to  date  of  valuation,  follows : 

Credits : 

Net  credit  balance  transferred  from  income   $5, 593.  07 

Delayed-income  credits,  railway  operating  expenses   1, 400. 00 

Miscellaneous  credits,  all  classed  as  other  miscellaneous  credits.  1. 13 


Total- 


6,  994. 20 


Debits: 

Delayed-income  debits,  railway  tax  accruals   2, 363. 26 

Miscellaneous  debits,  all  classed  as  other  miscellaneous  debits..      394.  96 


Total. 


Credit  balance  as  of  date  of  valuation. 


2.758.21 
4,235.99 
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Dividends. — The  records  reviewed  do  not  indicate  that  the  carrier  has  de- 
clared any  dividends  during  the  period  December  24,  1908,  to  date  of  valuation. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

No  information  has  been  obtained  respecting  the  investment  of  the  carrier 
In  road  and  equipment  prior  to  the  receivership,  except  that  an  official  of  the 
carrier  states  that  $235,000  par  value  of  stock  and  $336,000  par  value  of  bonds 
were  issued  for  construction  work.  The  Investment  of  the  receiver  of  the 
carrier  In  road  and  equipment.  Including  land  on  date  of  valuation,  Is  stated 
In  the  books  as  $31,037.46,  all  for  additions  and  betterments,  including  the 
construction  of  3.26  miles  of  road,  of  which  the  following  is  a  general  analysis : 

* 

Recorded  money  outlay  $10, 117. 64 

Receiver's  certificates  Issued,  par  value   14, 839. 76 

Credit  given  others  In  open  accounts   6, 080. 06 

Total  recorded  as  of  date  of  valuation   31,037.46 

The  recorded  investment  is  the  result  of  gross  outlays  that  consist  In  part  of 
considerations  other  than  cash,  recorded  at  $20,919.82,  the  cash  value  of  which 
at  the  time  of  the  transactions  is  not  known  and  can  not  be  definitely  deter- 
mined, because  it  has  not  been  possible  to  obtain  the  necessary  information. 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  Including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained,  owing  to  the  absence  of  all  records  of  the  company  prior  to  De- 
cember 24,  1908,  during  which  period  it  constructed  about  15.787  miles  of  rail- 
road. The  data  obtained  on  the  outlay  for  the  construction  of  the  remaining 
3.25  miles  of  road  and  for  additions  and  betterments  to  the  entire  property 
subsequently  to  December  24,  1908,  are  those  found  in  the  road  and  equipment 
investment  account  of  the  receiver  of  the  carrier,  summarized  as  follows: 

Recorded  money  outlay  $10,117.64 

Receiver's  certificates  issued  at  par  value   14, 839.  76 

Credit  given  others  in  open  accounts   6, 080.  06 

Cost  of  lands. — The  carrier  hns  made  no  report  as  to  the  cost  of  lands  owned 
or  used  by  it  Certain  lands  have  been  inventoried  to  the  company  as  carrier, 
owned  and  used.  These  lands  are  all  located  in  the  State  of  Florida. 

Cost  of  machinery  and  equipment.— The  carrier  reports  that  it  owns  and 
uses  17  units  of  equipment,  8  roadway  machines,  and  certain  machinery,  with 
costs  aggregating  $26,704.  A  verification  of  the  returns  of  the  company  indi- 
cates that  the  number  of  units  of  equipment  should  be  reduced  by  one,  and 
that  the  costs  should  be  reduced  by  $1,217,  due  to  combination  passenger  and 
baggage  car  No.  200,  reported  but  not  inventoried.  After  making  the  change 
noted  above  and  classifying  the  returns  according  to  the  classification  herein 
of  the  property  to  which  they  apply,  the  revised  returns  are  summarised  as 
follows : 
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Classification 

Units 

Costs  sup- 
ported by 
accounting 
records 

Machinery: 

8 

$370 
678 

1,046 

■ 

2 
1 

< 

2 
4 

15,  673 

3, 90S 

4,803 

10  |  24,441 

AIDS,  GIFTS,  GRANTS,  AND  DONATIONS 

The  receiver  operating  the  property  of  the  carrier  reports  that  he  has  no 
record  that  any  aids,  gifts,  grants,  or  donations  were  received.  The  available 
records  are  too  incomplete  to  determine  whether  or  not  any  were  received 
prior  to  December  24,  1908,  the  date  that  the  receiver  took  over  the  property. 

MATERIAL  AND  SUPPLIES 

The  Investment  of  the  carrier  In  material  and  supplies  on  date  of  valuation 
is  stated  in  the  books  of  the  receiver  as  $335.28. 

LEASED  RAILWAY  PROPERTY 

The  receiver  of  the  carrier  uses  on  date  of  valuation  property  owned  by 
other  companies  to  the  extent  indicated  In  the  statement  below.  The  descrip- 
tion of  the  property  and  the  period  and  terms  of  use  are  as  follows;  the 
rentals  accrued  and  charged  to  income  for  the  year  ending  on  date  of  valua- 
tion have  not  been  ascertained. 

Jointly  used,  but  not  owned,  owned  by — 

Louisville  and  Nashville  Railroad  Company,  freight  and  passenger  station 
and  certain  connecting  tracks  at  Chlpley,  Fla. ;  for  indefinite  period  from 
Aug.  15,  1912 ;  stipulated  payment  $100  per  month. 

Sale-Davis  Company  (a  noncarrler  company),  tracks,  18.981  miles,  from 
Tiller  to  Southport,  Fla. ;  for  Indefinite  period  from  Aug.  1,  1916 ;  stipu- 
lated payment  $100  per  month,  plus  20  per  cent  of  gross  receipts  of  the 
carrier  in  excess  of  $25,000  per  annum,  plus  all  maintenance  charges. 

RECEIVER'S  GENERAL  BALANCE  SHEET  STATEMENT 

The  receiver's  general  balance  sheet  statement  as  of  date  of  valuation  is  as 


follows : 

AS BOTH 

Investments,  investment  in  road  and  equipment  $31, 037. 48 


Current  assets: 

Cash   774.  06 

Net  balance  receivable  from  agents  and  conductors   636. 20 

Miscellaneous  accounts  receivable   2, 448. 05 

Material  and  supplies   335. 28 


Total   4, 193. 59 

Unadjusted  debits,  other  unadjusted  debits   124. 28 


Grand  total   35,355.33 
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LIABIIJT1B8 

Long-term  debt,  receiver's  certificates   $12,131.02 

Current  liabilities: 

Audited  accounts  and  wages  payable   665.  06 

Miscellaneous  accounts  payable   10, 062. 62 

Interest  matured  unpaid   1, 732.  58 

Total   12, 461. 16 

Unadjusted  credits : 

Tax  liability   3,057.91 

Accrued  depreciation,  equipment   3,470.25 

Total   6,537.16 

Corporate  surplus,  profit  and  loss,  credit  balance   4, 235.  99 

Grand  total   85,355.33 

APPENDIX  3 


ANALYSIS  Or  METHODS  POB  DKTKR  M I  NINO  WORKING  CAPITAL 

Working  capital  is  understood  to  Include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies ;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular  period 
usually  lag  behind  the  expenses  Incurred  for  the  service  within  that  particular 
period,  the  amount  of  cash  working  capital  of  this  sort  needed  for  operating 
purposes  is  the  amount  by  which  the  matured  operating  expenses  exceed  that 
part  of  the  accrued  revenues  applicable  to  operating  expenses  which  has  been 
collected,  has  reached  the  treasury,  and  has  become  available  for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans  or  In  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return  on 
the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating  ex- 
peases  will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  In  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  In  the  way  of  a  stock  of  material  and  sup- 
plies. The  factors  affecting  cash  working  capital  are  as  follows:  The  relative 
amount  of  revenue  from  the  various  classes  of  service;  the  elapsed  time  from 
the  beginning  of  such  service  to  the  receipt  In  the  treasury  of  the  revenues 
for  the  service,  including,  for  prepaid  freight,  the  time  for  movement  of 
empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the 
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time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges 
collected  at  destination,  In  addition,  the  time  for  movement  under  load,  the 
time  consumed  In  unloading,  and  the  credit  period  for  payment  of  charges;  the 
relative  amount  of  operating  expenses  for  various  purposes ;  and  the  elapsed 
time  from  the  beginning  of  the  accrual  of  such  respective  expenses  to  the  time 
when  they  must  be  paid.  The  factors  in  most  cases  represent  the  experience 
of  all  Class  I  carriers  and  in  a  few  cases  consist  of  specially  assembled  data 
from  the  experience  of  territorially  scattered  carriers  that  represent  over  40 
per  cent  of  the  operating  expenses  of  all  Class  I  carriers.  For  material  and 
supplies,  consideration  has  been  given  to  the  average  book  value  of  the  stock 
carried  by  all  Class  I  and  Class  II  carriers  on  June  30  for  the  years  1914-1916. 
and  to  the  fact  that  some  part  of  this  stock  is  held  for  additions  and  better- 
ments and  new  construction  and  that  some  part  represents  more  or  less  obsolete 
material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
plicable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service  and  the  average  haul  of  freight  and  the  ratio  between  empty  and  loaded 
car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues  from 
each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  In  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other  than 
those  lying  In  the  performance  of  common-carrier  service  must  be  considered 
for  the  purpose  of  valuation  as  **  held  for  purposes  other  than  those  of  a  com- 
mon carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
affiliated  companies  or  to  other  special  circumstances,  the  carrier's  common 
c  arrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases  the  value  found  for  working  capital  is  the  sum 
of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

The  material  and  supplies  and  cash  on  hand  on  date  of  valuation  were  less 
than  the  average  amount  found  by  the  above  method.  Accordingly  it  is  found 
that  the  working  capital  owned  and  used  by  the  carrier  for  common-carrier 
operations  on  date  of  valuation  is  $1,109. 
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Valuation  Docket  No.  479 
LITCHFIELD  &  MADISON  RAILWAY  COMPANY 


Submitted  August  19,  1925.    Decided  September  IS,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Litchfield  &  Madi- 
son Railway  Company,  owned  and  used  for  common-carrier  purposes, 
found  to  be  $1,518,175,  as  of  June  30,  1916. 

Report  of  the  Commission 
Division  1,  Commissioners  Meyer,  Attchison,  and  Lewis 
By  Division  1: 

The  Litchfield  &  Madison  Railway  Company,  hereinafter  called 
the  carrier,  is  a  corporation  of  the  State  of  Illinois,  controlled  by 
The  Illinois  Company  through  stock  ownership.  It  owns  and 
operates  a  single-track  standard-gauge  steam  railroad,  extending 
from  Mount  Olive,  HI.,  to  Madison,  111.,  a  distance  of  37.157  miles. 
It  also  owns  14.084  miles  of  yard  tracks  and  sidings. 

By  our  order  of  April  30, 1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation  as  of  June  30, 1916,  of  the  property  of 
the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  A 
protest  was  tendered  for  filing  by  the  carrier  but  not  having  been 
received  within  the  statutory  period  it  was  barred  from  consideration 
and  was  therefore  returned. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of  valua- 
tion date.  This  discrepancy  will  be  removed,  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  value  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  September  13, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commis- 
sion, under  and  in  compliance  with  the  authority  conferred  and  the 
duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce 
act,  was  duly  given  to  said  carrier  and  to  the  Attorney  General  of 
the  United  States,  the  Governor  of  Illinois,  and  the  Illinois  Com- 
merce Commission; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Litchfield  &  Madison 
"Railway  Company  as  of  June  30,  1916 : 

Location  and  general  description  of  property. — The  railroad  of 
the  Litchfield  &  Madison  Railway  Company,  hereinafter  called  the 
carrier,  is  a  single-track  standard -gauge  steam  railroad,  perform- 
ing freight  service  only,  located  in  the  western  part  of  Illinois. 
The  owned  mileage  extends  in  a  southwesterly  direction  from  Mount 
Olive  to  Madison,  a  distance  of  37.157  miles.  The  carrier  also  owns 
and  uses  14.084  miles  of  yard  tracks  and  sidings.  Its  road  thus 
embraces  51.241  miles  of  all  tracks  owned. 

Capital  stock  and  long-term  debt — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $2,032,483.85  in  stocks 
and  long-term  debt,  of  which  $500,000  represents  common  stock, 
$500,000  preferred  stock,  and  $1,032,483.85  funded  debt. 

Results  of  corporate  operations. — For  the  period  from  July  1, 
1904,  to  date  of  valuation  the  aggregate  railway  operating  expenses 
have  been  68  per  cent  of  the  railway  operating  revenues.  Cash 
dividends  at  the  rate  of  10  per  cent  on  the  common  stock  and  4 
per  cent  on  the  preferred  stock  were  declared  during  the  year  ended 
on  date  of  valuation.   No  other  dividends  have  been  paid. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 
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Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the 
books  of  the  carrier  as  $2,175,586.17.  If  readjustments  were  made 
this  amount  would  be  reduced  to  $2,116,986.17,  detailed  in  Appendix 
2,  of  which  $1,959,145.84,  less  an  undetermined  portion  thereof  as- 
signable to  offsetting  items  recorded  at  $261,103.50,  represents  con- 
siderations other  than  money,  the  cash  value  of  which  at  the  time 
of  the  transaction  is  not  known  and  can  not  be  determined,  as  it 
is  not  shown  in  the  records.  There  may  be  included  in  the  amount 
above  stated  some  or  all  of  the  cost  of  noncarrier  lands  and  non- 
carrier  minerals  in  carrier  lands  owned  by  the  carrier.  There  is 
included  therein  the  undetermined  cost  of  6.678  miles  of  abandoned 
railroad,  including  land,  extending  from  Winston  to  Mount  Olive. 
Further  details  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies  owned  and  used  by  the  carrier,  are  $1,819,770 
and  $1,317,165,  respectively.  The  carrier's  portion  of  jointly  owned 
minor  facilities  is  included  in  the  wholly  owned  and  used  property. 
These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheet  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  363.05  acres  of  land.  The  total  orig- 
inal cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  rec- 
ords are  not  obtainable,  but  data  that  are  obtainable  on  their  orig- 
inal cost  will  be  found  in  Appendix  2.  The  present  value  of  the 
363.05  acres  owned  and  used  is  $111,699.41. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  and  holds  for  noncarrier  purposes  120.36 
acres  of  lands.  The  total  original  cost  of  lands  classified  as  noncar- 
rier can  not  be  ascertained,  as  the  necessary  records  are  not 
obtainable,  but  the  original  cost  of  a  portion  of  these  lands,  so  far 
as  supported  by  the  accounting  records,  is  $10,500.  Other  data  on 
their  original  cost  will  be  found  in  Appendix  2.  The  present  value 
of  the  120.36  acres  of  noncarrier  lands,  including  improvements 
thereon  and  coal  underlying  same,  owned  by  the  carrier,  is  $52,082.73. 
The  carrier  also  owns  noncarrier  coal  in  carrier  lands,  the  present 
value  of  the  coal  being  $6,383.10. 

The  balance  in  the  miscellaneous  physical  property  account  of  the 
carrier,  on  date  of  valuation,  is  $6,000,  representing  real  estate.  It 
has  not  been  determined  what  part,  if  any,  of  this  property  is 
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included  in  the  noncarrier  lands  shown  above.  As  hereinbefore  men- 
tioned, the  carrier  owns  6.678  miles  of  railroad,  extending  from 
Winston  to  Mount  Olive,  which  is  not  being  used  for  common- 
carrier  purposes  on  date  of  valuation. 

The  carrier  owns  and  holds  cash  on  hand  and  material  and  sup- 
plies in  the  amount  of  $75,666.  Of  this  amount,  $18,175  is  necessary 
for  its  use  as  working  capital  and  that  sum  is,  therefore,  included  in 
the  final  value  stated  elsewhere  in  this  report.  The  remainder, 
$57,491,  is  owned  and  held  by  the  carrier  for  noncarrier  purposes. 

Aids,  gift 8,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  carrier  and  included  in  the  preceding  statement  of 
lands  owned,  the  following  were  acquired  through  aids : 


Classification 

Present 
▼aluA 

18.78 
68.  W 

SO,  527.  M 
39,444.43 

The  title  to  these  lands  was  conveyed  by  deeds  reciting  nominal 
considerations  only,  and  their  value  at  the  time  acquired  can  not  be 
determined. 

Material  and  supplies. — The  investment  of  the  carrier  in  material 
and  supplies  on  date  of  valuation  is  stated  in  its  books  as  $19,077.64. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  here  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  wholly  owned  and  used,  devoted 
by  it  to  common-carrier  purposes,  is  found  to  be  $1,518,175.  The 
sum  of  $18,175  is  included  in  the  value  above  stated  on  account  of 
working  capital,  including  material  and  supplies.  No  other  values 
or  elements  of  value  to  which  specific  sums  can  now  be  ascribed  are 
found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  carrier,  moneys  received  by  reason  of  issues 
of  stocks,  bonds,  and  other  securities,  together  with  the  syndicating, 
banking,  and  other  financial  arrangements  attending  their  issue; 
the  net  and  gross  earnings;  a  statement  of  the  expenditures  of 
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moneys,  accompanied  by  a  statement  of  the  purposes  thereof;  the 
development  of  fixed  physical  property;  investment  in  road  and 
equipment ;  the  cost  of  lands,  rights  of  way,  and  terminals ;  the  gen- 
eral balance  sheet  statement;  and  other  pertinent  information. 
Appendix  3  is  a  statement  of  the  method  for  determining  working 
capital. 

Reference  is  made  to  Appendix  3,  Teams  Midland  Railroad,  75 
I.  C.  C.  1, 108,  which  is  hereby  made  a  part  hereof,  for  a  statement  of 
the  methods  employed  and  of  the  reasons  for  the  differences  between 
the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
Illinois,  the  State  in  which  the  carrier  embraced  in  this  proceeding 
operates,  give  the  details  respecting  the  figures  here  reported,  and 
are  on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to 
public  inspection,  and  subject  to  the  direction  of  Congress.  These 
reports  are  referred  to  for  greater  particularity  as  to  the  matters 
herein  stated. 


APPENDIX  I 
Traffic  Connections 

The  carrier  has  direct  connections  with  lines  of  other  carries  for  the  Inter- 
change of  traffic  as  follows: 

With  Alton  and  Southern  Railroad,  at  Madison,  111. 

With  Chicago,  Peoria  and  St  Louis  Railroad  Company,  at  Madison,  111. 

With  Illinois  Central  Railroad  Company,  at  Glen  Carbon  and  Mt.  Olive,  111. 

With  Illinois  Terminal  Railroad  Company,  at  Edwardsville,  111. 

With  St.  Louis  Merchants  Bridge  Terminal  Railway  Company,  at  Madi- 
son, 111. 

With  Terminal  Railroad  Association  of  St  Louis,  at  Madison,  111. 
With  Toledo,  St.  Louis  and  Western  Railroad  Company,  at  Edwardsville  and 
Glen  Carbon,  IU. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

Topography.— The  country  traversed  is  flat  from  Mount  Olive  to  about  2 
miles  north  of  Edwardsville,  where  it  becomes  broken  and  continues  so  to  Glen 
Carbon,  the  descent  from  the  table-land  to  the  Mississippi  River  bottom  lands 
being  made  between  Edwardsville  and  a  point  a  little  south  of  Glen  Carbon. 

Geology. — The  soil  between  Mount  Olive  and  Glon  Carbon  is  thin  loam  over 
a  yellow  clay,  and  the  country  is  underlaid  with  bituminous  coal.  The  soil  In 
the  Mississippi  River  bottom  lands  is  a  deep  alluvial  silt,  which  la  very  fertile, 
being  well  developed  agriculturally. 
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ECONOMIC  CONDITIONS   RELATING  TO  TRAFFIC 

Farming  and  coal  mining  are  the  principal  industries  of  the  region.  A  num- 
ber of  coal  mines  are  located  on  the  line  and  furnish  tonnage  to  the  carrier. 


Grading. — Grading  on  the  greater  portion  of  the  line  is  light,  averaging  about 
28,800  cubic  yards  per  mile. 

Bridget,  trestles,  and  culverts.— The  most  important  bridge  is  an  80-foot 
through-plate  girder  bridge  on  concrete  abutments  over  Gahokia  Creek. 

Tie*.— Crossties  in  the  main  track  are  principally  of  white  oak,  averaging 
about  3,000  per  mile. 

Rail. — The  main  line  is  laid  principally  with  60-pound  re-lay  and  75-pound 
and  90-pound  new  rail. 

Ballast.— The  road  is  ballasted  principally  with  cinders  and  gravel. 

EQUIPMENT 

The  carrier  owns  and  uses  the  following  equipment:  5  steam  locomotives, 
1,009  freight-train  cars,  5  work-equipment  units. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  3.5  per  cent  on  road  accounts  3  to  47, 
inclusive.  General  expenditures,  exclusive  of  interest,  have  been  estimated  at 
1.5  per  cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during 
construction  has  been  estimated  for  one-half  the  construction  period,  plus  three 
months,  at  the  rate  of  6  per  cent  per  annum  on  all  road  and  general  expendi- 
tures accounts,  except  accouuts  2  and  76.  Interest  on  equipment  has  been 
estimated  for  three  months  at  6  per  cent  per  annum.  The  construction  periods 
were  placed  as  follows :  Mount  Olive  to  Glen  Carbon  12  months.  Glen  Carbon 
to  Madison  6  months. 


Wholly  owned  and  used,  including  carrier's  portion  of  jointly  owned  minor 

facilities 


Cost  of 

Cost  of 

reproduc- 
tion less 

reproduc- 

tion new 

deprecia- 
tion 

120,619 

120,619 

343. 670 

241,640 

06,683 

54.514 

00.631 

40,137 
137.810 

153,429 

30, 667 

22,649 

118. 165 

76,805 

02,601 

65,689 

4.613 

1144 

7.108 

5,115 

11.818 

8,070 

2, 197 

1.250 

4,216 

3, 187 

3,840 

3.310 

5,  012 

1.703 

3,000 

1626 

440 

218 

465 

328 

2,628 

1,718 

875.870 

704,458 

Ac 


l 
3 
0 
8 

y 

10 

n 
13 

IS 
!,', 

Ui 
17 
IJ> 
30 
•X 
27 
j7 
38 


I.  ROAD 


Engineering  

Grading 
Bridges, 

Ties  

Rails. 


-  - — -  —  -  - 


.......... 


Other  track  material.  

Ballast    

Tracklaying  and  Rurfading... 

Right-of-way  fences.  

Crossings  and  signs.  

Station  and  office,  buildings. . 
Roadway  buildings,. 


------------- 


............................ 


Water  staUoua... 

Shops  and  engine  houses..  

Telegraph  and  telephone  lines.  

Signals  and  Interlock*!*  

Roadway  machines  

toadway  small  tools  


  — 


Total.  1,  and  3  to  47, 
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Wholly  owned  and  uted, 


including  carrier's  portion  of  jointly  owned 
focilitie* — Continued 


Ac- 
count 


Cost  of 
reproduc- 
tion new- 


Cost  Of 
reproduc- 
tion less 


61 
S3 
57 


71 

n 

73 
74 
76 
77 
76 


0.  EQVtFHftHT 

St*am  locomotives.  

Freight-train  cars.  

Work  equipment  


810,065 
2,060 


$.18,760 
624.808 

1,110 


Total,  61  to  68,  inclusive  

m.  OBNCKAL  EXFZNDITl  RES 


881.220 


664.078 


Oeneral  < 

Statlonery"and"  printing " 

Taxes  

Other  expenditures,  general . 
Interest  during  construction 


13, 138 


40,  642 


10,810 


37,610 


Total,  71  to  77,  inclusive  

Grand  total,  1,  and  8  to  77,  Inclusive.. 


fi2,  680 


4*,  020 


1,810.770 


1,317.165 


APPENDIX  2 

INTRODUCTORY 

The  carrier  In  a  corporation  of  the  State  of  Illinois,  having  its  principal 
office  at  Edwardsville.  111.  It  is  controlled  by  the  Illinois  Company  through 
ownership  of  a  majority  of  its  outstanding  capital  stock.  On  the  other  hand, 
the  carrier,  itself,  controls  no  other  common-carrier  corporation.  From  the 
date  of  its  organization,  March  1,  1900,  until  June  30,  1904,  the  property  was 
operated  by  the  Chicago,  Peoria  and  St.  Louis  Railway  Company  of  Illinois. 
From  the  latter  date  to  date  of  valuation  the  property  has  been  operated  by 
its  own  organization. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  March  1,  1900,  under  the  general  laws  of  the 
State  of  Illinois  for  the  purpose  of  constructing  a  railroad  from  LitchOeld  to 
Madison,  111.  The  date  of  organization  was  February  20,  1900.  By  deed  dated 
March  1,  1900,  that  part  of  the  line  of  the  Chicago,  Peoria  and  St.  Louis  Rail- 
road Company  of  Illinois,  between  Litchfield  and  Madison,  a  distance  of  about 
44  miles,  was  conveyed  to  the  carrier  by  Sidney  Powell  Watson,  jr.,  master 
commissioner.  By  deed  of  same  date,  the  balance  of  the  property  of  the 
Chicago,  Peoria  and  St.  Louis  Ruilroad  Company  of  Illinois  was  conveyed  by 
the  master  commissioner  to  the  Chicago,  Peoria  and  St.  Louis  Railway  Com- 
pany of  Illinois.  The  details  pertaining  to  the  Chicago,  Peoria  and  St.  Louis 
Railroad  Company  of  Illinois  and  Its  predecessors  In  connection  with  the 
finances,  operations,  and  investments,  are  given  in  the  section  of  the  accounting 
report  of  the  Chicago.  Peoria  and  St.  Louis  Railroad  Company,  dealing  with 
the  predecessor  companies. 


The  owned  mileage  of  the  carrier,  as  of  date  of  valuation,  consists  of  a  rail- 
road extending  from  Mount  Olive  to  Madison,  111.,  a  distance  of  37.157  miles. 
The  carrier  formerly  had  connections  with  the  Illinois  Central  Railroad  and 
the  Chicago,  Burlington  and  Qulncy  Railroad  at  Winston  (South  Litchfield) 
bat  these  connections  were  removed  and  the  Una  between  Winston  and  Mount 
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Olive,  a  distance  of  6.673  miles,  Is  not  being  used  for  common-carrier  purposes 
on  date  of  valuation.  The  entire  property  of  the  carrier  was  acquired  by 
purchase  March  1,  1900,  and  was  formerly  a  part  of  the  property  of  the 
Chicago,  Peoria  and  St.  Louts  Railroad  Company  of  Illinois.  It  was  con- 
structed by  a  predecessor  of  that  company. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  records  of  the 
carrier  do  not  indicate  that  any  syndicating  arrangements  were  made  In  con- 
nection with  the  issuance  of  its  securities. 

Capital  stock  and  long-term  debt— From  the  date  of  its  incorporation,  March 
1,  1900,  to  date  of  valuation,  the  carrier  has  Issued  capital  stock  and  long-term 
debt,  as  indicated  by  its  records,  aggregating  $4,416,720.48  par  vnlue,  of  which 
$2,032,483.85  is  actually  outstanding  and  $1,000  is  held  by  or  for  the  company, 
as  summarized  in  the  following  table: 


Classification 

Issued 

Retired  or 
held  by  or  for 
the  carrier 

Actually 

Capital  stock,  par  value: 

$500,000.00 
600,000.00 

$500,000  00 
500,000.00 

1,  000, 000. 00 

2,  583,  445. 44 
833,275.04 

1,000,  000.  00 
1,032,483.85 

Funded,  par  value  

Nonnegotiable  debt  to  affiliated  companies  

SI,  650,  Ml.  50 
833, 275. 04 

4, 416,  720.  48 

2, 384,  230. 63 

2, 032, 483. 86 

The  securities  held  by  or  for  the  carrier  consist  of  $1,000  par  value  of  its 
funded  debt.  Of  the  total  funded  debt  actually  outstanding,  $13,525  has  ma- 
tured and  is  unpaid  on  date  of  valuation  and  is  classified  in  the  general  bal- 
ance sheet  as  funded  debt  matured  unpaid. 

Capital  stock. — The  authorized  capital  stock  of  the  carrier  is  $1,000,000  par 
value,  divided  Into  shares  of  $100  par  value  each,  of  which  $500,000  is  classified 
as  common  stock  and  $500,000  as  preferred  stock.  Common  stock  of  $499,000 
par  value  was  Issued  at  par  as  part  consideration  for  the  property  purchased 
March  1,  1900.  A  par  value  of  $1,000  was  Issued  at  par  for  cash.  Pour  per 
cent  noncumulatlve  preferred  stock  of  $500,000  par  value  was  issued  to  retire 
a  like  amount  of  income-mortgage  5  per  cent  30-year  bonds,  due  July  1,  1930. 

Funded  debt. — The  carrier  has  issued  and  reacquired  funded  debt  In  ex- 
change for  the  following  considerations : 


Recorded 
value 


Par  value 


Issued: 

Cash  (discount  $50,050)  

Payment  of  advances  (discount  $43.800)  

Part  consideration  for  property  of  the  Chicago,  Peoria 
Railroad  Company  of  Illinois  acquired  Mar.  1, 1900... 
Equipment  acquired  under  car  " 

Interest  on  car-trust  notes  

Other  funded  debt  retired  


and  St.  Louis 


$502. 950.  00 
394, 200.00 

500,  000.  00 
587,  002.  44 
38,443.00 
458,000.00 


$562.  000.00 
438,000  00 

500, 000  00 
587,002.44 
38,  443.  00 
458. 000. 00 


Total  issued  for  considerations. 


]ash  ($100  less  than  par  value}... 
Retired  by  the  issue  of  $500,000  pa 

Other  funded  debt  Issued  

Car-trust  notes  retired  with  advances  from  the 
Louis  Railway  Company  of  Illinois  


2. 480, 695. 44 

473,634.65 
500,  000.00 
468,000.00 

73,  612. 44 
45. 714.  50 


2,  583,  445  44 

473,734.65 
500.  000.00 
468,000.00 

78,612.44 
46,  714.  60 


Total 
ReUred.... 

Held  

Outstanding.. 


1,560, 861.89 


1,  660, 961.  59 
1,  549,  961.  69 
L  000. 00 

L< — 
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The  difference  between  the  par  value  of  funded  debt  Issued  by  the  carrier 
and  the  considerations  recorded  as  received  in  exchange  therefor,  being  dis- 
counts aggregating  $102,850  In  the  issuance  of  such  securities  was  distributed, 
$44,250  to  profit  and  loss  and  $58,600  to  Investment  In  road  and  equipment. 
The  difference  between  the  par  value  and  the  reacqulsition  cost  of  funded 
debt  reacquired  by  the  carrier  being  an  amount  of  $100,  was  adjusted  by 
crediting  the  profit-and-loss  account.  A  statement  of  the  funded  debt  actually 
outstanding  or  held  by  or  for  the  carrier  on  date  of  valuation  follows : 


Title  of  security 

Held  by 
or  tottac 

Actually 
outstanding 

Car-trust  notes: 

•1.000.00 

$909,000.00 

13,  526. 00 
19.968.85 

1,032,483.84 

ToUl  

1,000.00 

Car-trust  notes,  series  Bl,  aggregating  $13,525,  were  mature  but  unpaid 
on  date  of  valuation  and  have  been  so  classified  in  the  general  balance  sheet 
statement. 

Nonneffotiable  debt  to  affiliated  companies. — The  carrier  has  incurred  non- 
negotiable  debt  to  the  Chicago,  Peoria  and  St.  Louis  Railway  Company  of 
Illinois,  aggregating  $833,275.04  to  date  of  valuation,  classified  as  open  accounts, 
all  of  which  has  been  repaid.  The  considerations  recorded  as  passed  in  con- 
nection with  incurring  and  repayment  of  this  debt  were  as  detailed  hereunder: 


Incurred: 

Csah  

Short-term  notes  retired............  , 

Car-trust  notes  retired   .   

Advances  stated  to  be  for  additions  and  betterments,  charged  to— 

Income    $21,984.30 

Profit  and  loss   33. 848. 48 

Investment  in  road  and  equipment  3C2, 643. 40 


Total 

Repaid: 

Cash  

Short -term : 
Retired  by  the 

dated  Not.  1 


Of  $438,000  par  value  of  first-mortgage  5  per  cent  30-year 
■  lwt. ..... .............  ...... 


Total.- 


...... 


$71,280.  42 

270,000.00 
73. 512.44 


418,  470. 18 


833, 275. 04 

109, 075. 04 
270,000.00 

394, 200.  00 


833,  275.04 


$71.288. 42 
270,000.00 
73.51Z44 


418,476.  18 


833, 275. 04 

109.075.04 
270, 000. 00 

394,200.00 


833,275.04 


Short-term  notes.— The  carrier  has  issued  short-term  notes  of  $426,214.50 
par  value  to  date  of  valuation,  all  of  which  has  been  retired.  The  considera- 
tions recorded  as  passed  in  connection  with  the  issuance  of  these  notes  and  the 
reacquirements  thereof  are  detailed  in  the  statement  following: 
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Par  Talue 


Payment  of  advance*  from  the  Chicago,  Peoria  and  St.  Louis  Railway 

Company  of  Illinois  

Payment  of  car-trust  notes  

Additions  and  " 


Total. 


Reacquired  and  retired: 

Retired  with  advances'  from"  the  Chicago,'  Peoria  and  St.  Louis  Railway 
Company  of  8t.  Louis  


$100,000,00 

$100,000.00 

270,000.00 
45,  71 4.  50 

10.500.00 

270,000.00 
45,714.50 
10,  500.  00 

426.  214. 60 

426,214.60 

150,214.  SO 

150,214.50 

270,000.00 

270.  000. 00 

Total  [  420,214.60  420,214.50 


RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  In  the  income  and  proflt-and- 
loss  accounts  of  the  carrier,  as  given  below. 

Income  $tatement.—A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation  for  the  period  March  1,  1900,  to  June  30, 
1904.  when  the  property  was  leased  by  the  Chicago.  Peoria  and  St  Louis 
Railway  Company  of  Illinois,  and  for  the  period  July  1,  1904,  to  date  of  valua- 
tion, when  the  property  was  operated  by  the  carrier,  follows: 


Ferlod 
March  1, 

1900.  to 
June  30, 
1904 


r  ftriOQ 

date  of 


Operating  income: 

Railway  operating  revenues... 
Railway  operating  erpensM... 


Net  revenue  from  railway  operations, 
tallway  tai  accruals   

Total  operating  income  


i  of  equipment  .. 

Joint -facility  rent  income  

Income  from  lease  or  road  

Income  from  unfunded  securities  and  accounts. 


Total  

dross  income  

Deductions  from  Kross  income: 


Hire  of  equipment. 

Joint -fncility  rents.  _   

Miscellaneous  tni  nccruals  

Interest  on  funded  debt  .  

Interest  on  unfunded  debt  

Miscellaneous  income  charpps. ............... 

Eipenditures  for  additions  mid  betterments. 


Total.  

Net  lucome. 


$249,400.  83   12,797,218.07 

151.029.01   '1,902,081.03 


98. 371.  &2 
14.  647.  CO 


83,724.22 


-  140. 


16,  157.  02 
7.436.  32 


$110,168.83 


23.  593.  34 
107,317.  66 


373.  W) 

M,'S23.'w 

"'""iro.'io 


Disposition  of  net  income,  income  credit  balance  transferred  to 
profit  and  loss    


52, 086.  92 


55.  230.  64 


W4.237.04 
140.G3J.78 


70.  193. 14 
Z%  174.  60 


370,90 


110.168.83  134.122.40 


110,168.83  867.725.75 


14.  899.  1« 
29.  5M  24 

2,000.00 

21,984.30 


9.  773.  56 
45, 140.  00 
71.00 
528,  519.  55 
H  799.  7 


68,435.70  1  618,568.57 


41.733. 13 


41,733. 13 


269. 1C7. 18 


260,107.18 
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The  proflt-and-loss  account  of  the  carrier  includes  delayed-income  credits 
and  delayed-income  debits  as  grouped  hereunder.  If  the  amounts  were  included 
in  the  income  statement  for  the  period,  the  credit  balance  transferable  to  the 
profit-and-loss  account  would  be  decreased  by  $14,666.57,  or  to  a  credit  balance 
of  $296,233.74. 


Operating  income: 

Addable  to  railway  operating  ex  peases 

Deductible  from  railway  operating  expei 
Deductions  from  gross  income  addable  to  deductions  from  gross  income,  other  than 
rents  paid  and  balance  for  hire  of  equipment  


Delayed- 
income 
credits 


Total  


$5.  118  40 


Delayed- 
inn. me 
debits 


$3,  Ml.  72 


16,  131.  25 


5,116.40  |  19,782.97 


Profit  and  statement. — A  condensed  summary  of  the  profit  and  loss 

accounts  for  tbe  period  March  1,  1900,  to  date  of  valuation,  follows: 

Credits: 

Net  credit  balance  transferred  from  income  March  1,  1000, 
to  June  30,  1904  $41,  733. 13 

Net  credit  balance  transferred  from  income  July  1,  1904,  to 
date  of  valuation   260,167.18 

Delayed-income  credits   5,116.40 


2,463.42 


Adjustment  or  cancellation  of  balance  sheet  accounts  

Credits  resulting  from  adjustments  required  to  bring  to  par 

securities  issued  and  reacquired  at  a  cost  less  than  the 

par  value  


100.00 


Total  


  318,  580. 13 


Debits: 

Dividend  appropriations  of  surplus   70,000.00 

Debt  discount  extinguished  through  surplus    44,  250. 00 

Loss  on  retired  road  and  equipment   117,  889. 08 

Delayed-income  debits   10,782.97 

Miscellaneous  debits — 

Adjustments  or  cancellations  of  balance  sheet  accounts   11,487.05 

Amount  of  advances  stated  to  be  for  additions  and  better- 
its  charged  to  profit  and  loss,  no  further  details   33, 


Total 


Credit  balance. 


207.  257. 58 
21,322.55 


The  carrier  has  recorded  charges  in  its  road  and  equipment  investment 
account  covering  discount  aggregating  $58,600,  in  connection  with  the  issuance 
of  its  first-mortgage  bonds,  dated  May  1,  1003,  and  of  its  first-mortgage  bonds, 
dated  November  1,  1904.  Under  the  present  classification  of  accounts  a  portion 
of  the  foregoing  would  be  Includible  in  tbe  income  and  profit  and  loss  accounts. 
The  amount  thus  affecting  the  income  and  profit  and  loss  accounts  has  not 
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Dividend*. — The  carrier  has  declared  dividends  aggregating  $70,000  during 
the  year  ending  on  date  of  valuation,  which  was  charged  to  profit  and  loss 
account.  The  records  reviewed  do  not  indicate  that  any  of  the  dividends 
declared  were  payable  otherwise  than  in  cash.  The  dividends  declared  were 
as  follows :  On  the  common  stock,  10  per  cent,  $50,000 ;  on  the  preferred  stock, 
4  per  cent,  $20,000. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation,  is  stated  in  its  books  as  $2,175,586.17,  of  which  the  following 
Is  a  general  analysis: 

Property  acquired  by  purchase  from  the  Chicago,  Peoria  and  St. 


Louis  Railroad  Company  of  Illinois: 

Capital  stock  issued,  par  value  $499,000.00 

Funded  debt  issued,  par  value   500, 000.  00 

  $909,000.00 

Additions  and  betterments,  road : 

Recorded  money  outlay   162, 694.  48 

Short-term  notes  issued,  par  value   10,  500.  00 

Nonnegotiable  debt  to  affiliated  companies,  ad* 
vances  by  the  Chicago,  Peoria  and  St.  Louis 

Railway  Company  of  Illinois   97, 148. 29 

  270.342.77 

Additions  and  betterments,  equipment: 

Recorded  money  outlay   256,249.35 

Funded  debt  issued,  par  value   587,002.44 

Nonnegotiable  debt  to  affiliated  companies,  ad- 
vances by  the  Chicago,  Peoria  and  St.  Louis 

Railway  Company  of  Illinois   265. 495. 11 

  1, 108, 746. 90 

Total  of  above  items   2,378,089.67 

Retirements : 

Road    5, 095. 66 

Equipment   250.  007. 84 

  261, 108.  50 

Net  of  above  items   2, 110,  986. 17 

Other  Item,  charge,  not  in  accordance  with  the  present  classifica- 
tion of  accounts,  discount  on  funded  debt,  transferable  to 
balance  sheet  account,  discount  on  funded  debt,  or  to  other 
accounts   58, 600. 00 


Total  re«orded  as  of  date  of  valuation   2, 175,  586. 17 


If  the  "  other  item "  were  eliminated  and  if  the  remaining  Items  in  the 
account  were  taken  at  their  recorded  amounts,  the  balance  in  the  road  and 
equipment  investment  account  would  be  reduced  by  $58,600.  or  to  $2,116,986.17. 
This  balance  as  so  far  adjusted  would,  so  far  as  it  is  resolvable  into  its 
constituent  elements,  comprise  the  following  classes  of  considerations: 

Recorded  money  outlay   $418,943.83 

Capital  stock  issued,  par  value   499,000.00 
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Funded  debt  issued,  par  value       $1,087,002.44 

Short-term  notes  issued,  face  value    10, 500. 00 

Nonnegotiable  debt  to  affiliated  companies   362, 643.  40 

From  which  should  be  deducted  whatever  portions,  not  definitely 
ascertainable,  of  the  above  outlays,  respectively,  represent  re- 
tirements, road,  and  equipment,  credited  at   261, 103. 80 


Be-ides  the  above,  the  carrier  recorded  charges  of  $21,984.30  and  $33,848.48  to 
Its  income  and  profit  and  loss  accounts,  respectively,  purporting  to  be  expendi- 
tures for  additions  and  betterments  to  property.  However,  since  It  is  not 
possible,  solely  from  an  analysis  of  the  accounts,  to  determine  whether  such 
charges,  on  the  one  hand,  represent  the  cost  of  additional  property  in  existence 
on  date  of  valuation,  and  on  the  other  hand  do  not  represent  renewals  and 
replacements,  in  whole,  or  in  part,  of  property  already  charged  to  the  road 
and  equipment  investment  account  and  not  written  out,  they  have  not  been 
transferred  to  that  account 

The  above  outlays  may  include  some  or  all  of  the  undetermined  costs  of 
certain  lands  which  include  the  cost  of  minerals  inseparable  from  the  cost  of 
the  lands,  classified  herein  as  noncarrier  lands,  and  some  or  all  of  the  unde- 
termined portions,  assignable  to  noncarrier  lands,  of  the  cost  of  lands  classified 
herein  as  partly  carrier  and  partly  noncarrier.  The  carrier  has  charged  only 
$6,000  to  the  miscellaneous  physical  property  account  as  representing  these  non- 
carrier  lands.  The  cost  of  the  above  lands  so  far  as  they  are  indicated  by 
accounting  records,  together  with  certain  amounts  reported  by  the  carrier  as 
costs  of  such  lands,  but  which  are  not  supported  in  the  accounts,  are  stated  in 
i  he  paragraphs  devoted  to  cost  of  lands  in  the  section  on  original  cost  to  date. 
It  is  not  known  to  what  extent  the  charges  in  the  amount  of  $6,000  included 
In  the  miscellaneous  physical  property  account  apply  to  these  noncarrier  lands. 

The  above  outlays  do  Include  the  undetermined  cost  of  6.678  miles  of  aban- 
doned railroad,  including  land,  extending  from  Winston  to  Mount  Olive,  111., 
originally  acquired  by  purchase,  which  Is  not  being  used  for  common-carrier 
purposes  on  date  of  valuation,  and  has  not  been  written  out  of  the  road  and 
equipment  investment  account,  nor  has  any  portion  thereof  been  transferred  to 
the  miscellaneous  physical  property  account 

ORIGINAL  COST  TO  DATS 

The  original  cost  to  date  of  the  road  and  equipment,  including  land  owned 
by  the  carrier  and  used  for  common-carrier  purposes,  has  not  been  definitely 
ascertained.  The  entire  line  of  road  as  originally  purchased  extended  from 
Winston  to  Madison.-  It  was  acquired  by  purchase  In  1900  from  the  Chicago, 
Peoria  and  St.  Louis  Railroad  Company  of  Illinois,  by  an  outlay  of  the 
carrier  securities  of  $999,000  par  value.  This  road  had  been  constructed 
by  a  predecessor  of  the  Chicago,  Peoria  and  St  Louis  Ilailroad  Company 
of  Illinois,  but  the  outlay  for  creating  the  railroad  was  not  determinable 
from  the  records  reviewed.  That  part  of  the  line  extending  from  Winston  to 
Mount  Olive,  a  distance  of  6.678  miles,  is  not  being  used  for  common-carrier 
purposes  on  date  of  valuation. 

The  data  obtained  on  the  outlay  by  the  carrier  for  Improving  the  entire 
property  are  those  found  in  its  road  and  equipment  investment  account  sum- 
marized as  follows; 
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Recorded  money  outlay   $418,  043.  83 

Funded  debt  issued,  par  value   587.002.44 

Short-term  notes,  later  retired  with  cash  at  par  value,  given  at 

par  value   10, 500. 00 

Nonnegotiable  debt  to  affiliated  companies   302, 643. 40 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  retirements  of  road 

and  equipment,  credited  at   261,103.60 

In  addition  to  the  above  there  should  be  included  in  the  summary  an  un- 
determined amount  as  a  further  deduction  representing  the  retirement  of  the 
abandoned  line  of  6.678  miles  of  railroad  extending  from  Winston  to  Mount 
Olive,  111.,  which  has  not  been  written  out  of  the  accounts  and  is  not  being 
used  for  common-carrier  purposes  on  date  of  valuation. 

Besides  the  above  the  carrier  recorded  charges  of  $21,984.30  and  $33,848.48 
to  its  income  and  profit  and  loss  accounts,  respectively,  purporting  to  be  ex- 
penditures for  additions  and  betterments  to  property.  However,  since  it  is 
not  possible  solely  from  an  analysis  of  the  accounts  to  determine  whether 
such  charges,  on  the  one  hand,  represent  the  cost  of  additional  property  in 
existence  on  the  date  of  valuation  and,  on  the  other  hand,  do  not  represent  re- 
newals and  replacements,  in  whole  or  in  part,  of  property  already  charged  to 
the  road  and  equipment  investment  account  and  not  written  out,  the  amounts 
have  not  been  included  in  the  above  summary. 

The  above  outlays  may  include  some  or  all  of  the  undetermined  costs  of 
certain  lands  which  include  the  cost  of  minerals  inseparable  from  the  cost  of 
the  lands,  classified  herein  as  noncarrier  lands  and  some  or  all  of  the  unde- 
termined portions,  assignable  to  noncarrier  lands,  of  the  cost  of  lands  classified 
herein  as  partly  carrier  and  partly  noncarrier.  The  carrier  has  charged  only 
$6,000  to  the  miscellaneous  physical  property  account,  as  representing  these 
noncarrier  lands.  The  cost  of  the  above  lands  so  far  as  they  are  indicated  by 
accounting  records,  together  with  certain  amounts  reported  by  the  carrier  as 
costs  of  such  lands,  bnt  which  are  not  supported  in  the  accounts,  are  stated  in 
the  paragraphs  of  this  section  that  are  devoted  to  cost  of  lands.  It  is  not  known 
to  what  extent  the  charges  in  the  amount  of  $6,000  included  in  the  miscellaneous 
physical  property  account  apply  to  the  above  lands. 

Cost  of  lands.— The  carrier  reports  amounts  aggregating  $133,809.66  as  the 
outlays  by  itself  and  its  predecessor  in  connection  with  lands  owned  or  used 
by  it,  including  noncarrier  lands,  and  that  the  proceeds  from  the  sale  of  parts 
of  parcels  of  such  lands  aggregate  $4,000. 

A  verification  of  the  amounts  indicates  that  the  reported  outlays  should  be 
reduced  by  $1,684.05,  as  detailed  below : 

Deductions : 

Exclusions  account  change  of  road  $1, 681. 05 

Payments  on  land  owned  by  the  Illinois  Central  Railroad  Com- 
pany   3.  oo 

Total  deductions   ___  _    1,684.05 

The  returns  made  by  the  carrier  include  certain  lands  for  which  nominal 
deed  considerations  only  are  reported;  certain  lands  acquired  through  exchange 
of  other  land;  certain  lands  for  which  there  is  no  reference  to  evidence  of 
title ;  and  certain  lands  for  which  the  considerations  recited  in  deeds  are  other 
than  of  a  monetary  value. 
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The  amounts  reported  by  the  carrier  as  costs  for  the  remaining  lands  owned, 
after  making  the  changes  noted  above,  are  made  up  In  part  of  costs  supported 
by  accounting  records  and  in  part  of  substantial  considerations  named  In  deeds, 
which  the  carrier  returned  as  costs  but  which  are  not  supported  by  accounting 
records.  These  amounts  and  the  proceeds  from  parts  of  parcels  sold,  both 
classified  according  to  the  classification  herein  of  the  lands  to  which  they 
apply,  are  summarized  as  follows : 


Classification 

Costs  sup- 
ported by 
accounting 
records 

Amounts 
not  sup- 
ported by 
accountinj? 
records 

Lands  classified  as  carrier,  owned  and  used,  includes  cost  of  minerals  Inseparable 

$113,783.00 
4,000.00 

7, 740. 92 

95.  60 

From  which  should  be  deducted  the  portions,  not  definitely  determinable,  of 
tha  above  that  are  assignable  to  parts  of  parcels  sold  for  proceeds  of  .  

Lands  classified  as  noncamer,  owned,  includes  cost  of  minerals  inseparable  from 

$10, 800. 00 

Lands  classified  as  partly  carrier  and  partly  noocanier,  owned  and  partly  used, 

All  of  the  foregoing  lands  are  located  in  the  State  of  Illinois. 

Coat  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  1,069  units  of  equipment,  14  roadway  machines,  and  certain  machinery, 
with  costs  aggregating  $846,793.86.  After  classifying  the  returns  according  to 
the  classification  herein  of  the  property  to  which  they  apply,  the  returns  are 
summarized  as  follows: 


Classification 

Units 

Costs  sup- 
ported by 
accounting 
records 

Costs 
esti- 
mated1 

Roadway  items: 

14 

1182.00 
2,444.  95 

$267. 00 
183.26 

Total  

14 

2,627.55 

450.20 

Equipment: 

Steam  locomotives. 
Freight-train  cars.. 
Worlt  equipment.. 


Total... 


6 

1,05© 
6 


1,009 


5fl,  059.  is 
73A,027.03 


842,  080.  51 


729  55 


720.  55 


estimated  by  the 


or  otherwise  not  supported  by 


MISCELLANEOUS    PHYSICAL  PROPERTY 


The  investment  of  the  carrier  in  miscellaneous  physical  property  on  date 
of  valuation  is  stated  in  its  books  as  $6,000,  representing  the  cost  of  several 
pieces  of  real  estate,  largely  city  lots,  all  of  which  had  been  acquired  with 
16,000  cash. 

On  the  other  hand,  there  have  been  classified  herein  as  noncarrier  and  as 
partly  carrier  and  partly  noncarrier,  certain  parcels  and  parts  of  parcels  of 
land  owned  by  the  carrier  that  include  cost  of  minerals,  inseparable  from  the 
cost  of  lands.   A  summary  of  the  costs  of  these  lands  as  reported  by  the 
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company,  with  revision*  as  previously  explained,  is  stated  in  the  paragraphs 
devoted  to  cost  of  lands  in  the  section  on  original  cost  to  date.  The  entire 
amount  that  would  be  includible  in  the  miscellaneous  physical  property  account 
to  represent  the  investment  in  noncarrier  lands,  or  to  what  extent  the  invest- 
ment of  $6,000  charged  to  that  account  applies  to  these  noncarrier  lands,  have 
not  been  indicated  by  the  records  reviewed. 

In  addition  to  the  above,  certain  noncarrier  property  owned  by  the  carrier, 
as  of  date  of  valuation,  is  represented  in  the  undetermined  cost  of  6.678  miles 
of  abandoned  railroad  extending  from  Winston  to  Mount  Olive,  111.,  which  is 
not  used  for  common-carrier  purposes  and  has  not  been  written  out  of  the 
road  and  equipment  investment  account. 

LEASED  RAILWAY  PBOPEBTT 

The  carrier  uses  on  date  of  valuation  facilities  owned  by  other  companies 
and  other  companies  use  facilities  owned  by  the  carrier  to  the  extent  indicated 
in  the  statement  below.  The  description  of  the  property,  the  period  and  terms 
of  use,  and  the  rentals  accrued  and  charged  or  credited  to  income  for  the 
year  ending  on  date  of  valuation,  are  as  follows : 

Rental* 

Solely  owned,  but  jointly  used  with  Illinois  Central  Railroad  Com- 
pany, main-line  tracks,  about  10  miles,  from  Glen  Carbon  to  Madi- 
son. Cost  of  maintenance,  operating  expenses,  and  taxes  on  a 
wheelage  basis,  plus  interest  of  2.5  per  cent  on  Investment  

Jointly  used,  but  not  owned  by  Illinois  Central  Railroad  Company, 
station  facilities  in  Madison,  terms  of  use  not  determined  

GENERAL  BALANCE  SHEET  STATEMENT 


The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  as  follows: 

Investments : 

Investment  in  road  and  equipment  $2, 175, 586. 17 

Miscellaneous  physical  property   6,000.00 


Total     2, 181,  5S0. 17 

Current  assets: 

Cash   56. 588. 81 

Traffic  and  car-service  balances  receivable   1, 007. 48 

Net  balances  receivable  from  agents  and  conductors   586. 28 

Miscellaneous  accounts  receivable   85,650.56 

Material  and  supplies   19,077.64 

Other  current  assets   13,525.00 


Total    127,  344.  77 


Unadjusted  debits: 

Rents  and  insurance  premiums  paid  in  advance   158.07 

Other  unadjusted  debits   2, 250. 76 


Securities  issued  or  assumed,  Unpledged  $1,  000.00 

Total     2,  408. 83 

Grand  total       2.811, 339. 77 

1181. O.O. 


LITCHFIELD  *  MADISON  EY.  00.  179 

LIABILITIES 

Stock,  capital  stock  $1, 000, 000. 00 

Long-term  debt,  funded  debt  unmatured : 

Total  book  liability  $1,019,968.86 

Less  held  by  or  for  this  company   1,000.00 

  L018'058  88 

Current  liabilities: 

Traffic  and  car-service  balances  payable   6,  331.  85 

Audited  accounts  and  wages  payable   12,045.71 

Miscellaneous  accounts  payable   3, 920. 07 

Interest  matured  unpaid   950.00 

Funded  debt  matured  unpaid    13,525.00 

Unmatured  interest  accrued   9,919.36 


Total   46,  691.  99 


Unadjusted  credits: 

Tax  liability   7,200.00 

Accrued  depreciation,  equipment   217, 166. 38 


Total   224,  366.  38 

Corporate  surplus,  profit  and  loss,  credit  balance    21, 322.  55 


Grand  total   2,311,339.77 


APPENDIX  3 

ANALYSIS  OP  METHODS  FOR  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts :  First,  the  in- 
vestment in  a  stock  of  material  and  supplies ;  second,  the  cash  necessary  to  pay 
the  operating  expenses  incurred  for  common-carrier  service  prior  to  the  time 
when  the  revenues  from  that  service  are  available ;  and,  third,  a  buffer  fund 
of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating  defici- 
encies In  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that  par- 
ticular period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses  ex- 
ceed that  part  of  the  accrued  revenues  applicable  to  operating  expenses  which 
has  been  collected,  has  reached  the  treasury,  and  has  become  available  for  pay- 
ing bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return  on 
the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met  from 
maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the  propor- 
tion of  all  accrued  revenues  from  service  within  the  period  that  reaches  the 
treasury  within  that  period.  The  remaining  proportion  of  operating  expenses 
will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet  expenses 
in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and  sup- 
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plies.  The  factors  affecting  cash  working  capital  are  as  follows:  The  relative 
amount  of  revenue  from  the  various  classes  of  service;  the  elapsed  time  from 
the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the  revenues  for 
the  service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty  cars 
to  the  point  of  loading,  the  time  consumed  in  loading,  and  the  time  the  receipts 
are  In  transit  to  the  treasury,  and,  for  freight  with  charges  collected  at  destina- 
tion, in  addition,  the  time  for  movement  under  load,  the  time  consumed  in  un- 
loading, and  the  credit  period  for  payment  of  charges ;  the  relative  amount  of 
operating  expenses  for  various  purposes ;  and  the  elapsed  time  from  the  begin- 
ning of  the  accrual  of  such  respective  expenses  to  the  time  when  they  must  be 
paid.  The  factors  in  most  cases  represent  the  experience  of  all  Class  I  carriers 
and  in  a  few  cases  consist  of  specially  assembled  data  from  the  experience  of 
territorially  scattered  carriers  that  represent  over  40  per  cent  of  the  operating 
expenses  of  all  Class  I  carriers.  For  material  and  supplies,  consideration  has 
been  given  to  the  average  book  value  of  the  stock  carried  by  all  Class  I  and 
Class  II  carriers  on  June  30,  for  the  years  1914-1010,  and  to  the  fact  that  some 
part  of  this  stock  is  held  for  additions  and  betterments  and  new  construction 
and  that  some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  requirement 
of  carriers  for  operating  working  capital.  Including  cash  advanced  to  anticipate 
revenues,  cash  on  hand,  and  investment  In  a  stock  of  material  and  supplies,  Is 
about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors 
applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differ- 
ences are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and 
freight  service  and  the  average  haul  of  freight  nnd  the  ratio  between  empty 
and  loaded  car  movement  In  their  effect  upon  the  elapsed  time  before  the 
revenues  from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  Included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other  than 
those  lying  in  the  performance  of  common-carrier  service  must  be  considered 
for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of  a  com- 
mon carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation  Is 
less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
affiliated  companies  or  to  other  special  circumstances,  the  carrier's  common- 
carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases  the  value  found  for  working  capital  Is  the 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  date  of  valuation,  it  la  found  that  the 
working  capital  used  for  common-carrier  purposes  during  that  period  averaged 
11.00  per  cent  of  the  annual  operating  expenses.  Applying  that  percentage  to 
the  annual  operating  expenses  as  of  date  of  valuation,  determined  to  be  $152,720 
according  to  the  trend  of  operating  expenses  during  the  preceding  five  years.  It 
la  found  that  the  working  capital  used  for  common-carrier  purposes  on  date 
of  valuation  is  $18,175. 
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Valuation  Docket  No.  527 

CENTRAL  WEST  VIRGINIA  AJND  SOUTHERN  RAILROAD 

COMPANY 


Submitted  July  16,  192S.    Decided  September  IS,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Central  West 
Virginia  and  Southern  Railroad  Company,  owned  and  used  for  common- 
carrier  purposes,  found  to  be  $535,450  as  of  June  30,  1918,  and  of  property 
used  but  not  owned,  $135,000. 

Report  of  the  Commission 

Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 

Bt  Division  1 : 

The  Central  West  Virginia  and  Southern  Railroad  Company, 
hereinafter  called  the  carrier,  is  a  corporation  of  the  State  of  West 
Virginia.  It  owns  and  operates  a  single-track  standard-gauge  steam 
railroad,  extending  from  Hendricks,  W.  Va.,  to  Armentrout,  W.  Va., 
a  distance  of  29.478  miles.  It  also  owns  4.298  miles  of  yard  tracks 
and  sidings. 

By  our  order  of  April  29, 1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation  as  of  June  30,  1918,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate  com- 
merce act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to 
later  dates,  in  accordance  with  the  requirements  of  the  valuation  act, 
the  final  value  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  September  IS,  1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  West  Virginia,  and  the  Public  Service  Com- 
mission of  West  Virginia ; 

It  furtlier  appearing.  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Central  West  Virginia 
and  Southern  Railroad  Company  as  of  June  30, 1918  : 

Location  and  general  description  of  property. — The  railroad  of 
the  Central  West  Virginia  and  Southern  Railroad  Company,  herein- 
after called  the  carrier,  is  a  single-track  standard-gauge  steam  rail- 
road. The  owned  mileage  extends  from  Hendricks  to  Armentrout, 
W.  Va.,  a  distance  of  29.478  miles.  The  carrier  operates  over  tracks 
of  the  Parsons  Lumber  Company  from  Armentrout  to  Horton, 
W.  Va.,  under  a  trackage-rights  agreement.  The  carrier  also  owns 
and  uses  4.298  miles  of  yard  tracks  and  sidings.  Its  road  thus 
embraces  33.776  miles  of  all  tracks  owned. 

Capitalization. — The  carrier  has  outstanding  on  date  of  valuation 
a  total  par  value  of  $1,000,000  in  stocks  and  long-term  debt,  of  which 
$500,000  represents  common  stock  and  $600,000  funded  debt. 

Results  of  corporate  operations. — For  the  period  from  January  1, 
1913,  to  date  of  valuation  the  aggregate  railway  operating  expenses 
have  been  61  per  cent  of  the  railway  operating  revenues.  During 
this  period  a  single  cash  dividend  of  1  per  cent  in  1913  has  been 
declared. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  determined,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  regarding  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation  is  stated  in  the 
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books  of  the  carrier  as  $349,486.15,  detailed  in  Appendix  2,  of  which 
$1,331,041.74,  less  an  undetermined  portion  thereof  assignable  to 
offsetting1  items  recorded  at  $988,537.03,  represents  considerations 
other  than  money,  the  cash  value  of  which  at  the  time  of  the  transac- 
tion is  not  known  and  can  not  be  definitely  determined,  as  it  isanot 
shown  in  the  records. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  owned  or  used  by  the  carrier  are  as  shown 
below. 


Classification 



Wholly  owned  and  used  

Used  but  not  owned,  leased  from  the  Mather  Humane  Stock  Transportation  Co 

local  used..  


Cost  of 

Cost  of 

reproduc- 

reproduc- 
tion new 

tion  less 

deprecia- 

tion 

$622,  603 

$483,579 

22C,  300 

130,743 

622,  rm 

483,579 

S$3 

014,321 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets  which  are  a  part  of  Appendix  1.  Informa- 
tion as  to  the  character  of  the  property  used  but  not  owned  will  be 
found  in  Appendix  2,  under  the  caption  Leased  Railway  Property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication  to 
public  use,  and  their  present  value. — The  carrier  owns  and  uses  for 
common-carrier  purposes  261.04  acres  of  lands.  The  total  original 
cost  of  lands  owned  and  used  by  it  for  carrier  purposes  can  not  be 
ascertained,  as  the  necessary  records  are  not  obtainable,  but  the  origi- 
nal'cost  of  a  portion  of  these  lands  so  far  as  supported  by  the  ac- 
counting records  is  $169.  Other  data  on  their  original  cost  will  be 
found  in  Appendix  2.  The  present  value  of  the  261.04  acres  of  car- 
rier lands  owned  or  used  is  found  to  be  $15,015.40. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  and  holds  for  noncarrier  purposes  81.51  acres 
of  lands,  all  in  West  Virginia.  The  total  original  cost  of  lands  clas- 
sified as  noncarrier  can  not  be  ascertained,  as  the  necessary  records 
are  not  obtainable,  but  data  that  are  obtainable  on  their  original 
''ost  will  be  found  in  Appendix  2.  The  present  value  of  the  81.51 
acres  of  noncarrier  lands  and  improvements  thereon,  owned  by  the 
carrier  is  $12,226.50.  The  investment  of  the  carrier  in  miscellaneous 
physical  property  is  stated  in  its  books  as  $3,000,  representing  the 
cost  of  a  house  and  lots  in  Hendricks,  W.  Va.,  acquired  for  cash. 

ii6Laa 


184 


INTERSTATE  COMMERCE  COMMISSION  REPORTS 


It  is  not  known  whether  any  or  all  of  the  property  is  included  in  the 
above  statement  of  noncarrier  lands  and  improvements  thereon.  The 
carrier  owns  and  holds  cash  on  hand  and  material  and  supplies  in 
the  amount  of  $17,300.  Of  this  amount  $10,450  is  necessary  for  its 
use  as  working  capital,  and  that  sum  is,  therefore,  included  in  the 
final  value  stated  elsewhere  in  this  report.  The  remainder,  $6,850,  is 
owned  and  held  by  the  carrier  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  icvzy,  and  donations. — Of  the  lands 
owned  and  used  by  the  carrier  and  included  in  the  preceding  sum- 
mary of  carrier  lands  owned,  72.04  acres,  with  a  present  value  of 
$4,152.35,  were  acquired  through  aids.  Certain  of  these  lands  were 
shown  to  have  been  donated  by  various  individuals.  Title  to  the 
other  lands  included  above  was  conveyed  by  deeds  reciting  merely 
nominal  considerations.  We  are  not  able  to  report  the  value  of  these 
lands  at  the  time  acquired. 

Material  and  supplies. — The  book  value  of  material  and  supplies 
on  hand  on  date  of  valuation  is  shown  in  the  records  of  the  carrier 
as  $3,486.09. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  owned  or  used,  devoted  by  it 
to  common-carrier  purposes,  are  found  to  be  as  follows : 

Wholly  owned  and  used  $535,  450 

Used  but  not  owned,  leased  from  the  Mather  Humane  Stock  Trans- 
portation Company   135, 000 

Total  owned    ___  535, 450 

Total  used  _   670,450 

The  sum  of  $10,450  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  including  material 
and  supplies.  No  other  values  or  elements  of  value  to  which  specific 
sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Appen- 
dixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheets  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation,  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  present  and  predecessor  corporations; 
moneys  received  by  reason  of  issues  of  stocks,  bonds,  and  other  secur- 
ities, together  with  the  syndicating,  banking,  and  other  financial 
arrangements  attending  their  issue;  the  net  and  gross  earnings;  a 
statement  of  the  expenditures  of  moneys  accompanied  by  a  state- 
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ment  of  the  purposes  thereof;  the  development  of  fixed  physical 
property;  investment  in  road  and  equipment;  the  cost  of  lands, 
rights  of  way,  and  terminals ;  the  general  balance  sheet  statement ; 
and  other  pertinent  information.  Appendix  3  is  a  statement  of  the 
method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  operates, 
pive  the  details  respecting  the  figures  here  reported  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  inspec- 
tion, and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 


APPENDIX  l 

TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connections  with  lines  of  other  carriers  for  interchange 
of  traffic  as  follows :  At  Hendricks  with  Western  Maryland  Railway  Company ; 
at  Gladwin  with  Glady  &  Alpena  Railroad  Company. 

PHYSICAL  CONDITIONS  AFFECT! NO  CONSTRUCTION 

Topograph!/. — The  region  traversed  Is  mountainous,  the  soil  being  clay  and 
loam  overlying  sandstone. 

ECONOMIC  CONDITIONS  REI.ATINO  TO  TRAFFIC 

The  principal  products  of  this  locality  are  those  of  the  forest. 

PHYSICAL  CHARACTERISTICS   OF  ROAD 

The  grading  on  this  road  is  light,  averaging  about  0,000  cubic  yards  per  mile, 
of  which  about  6  per  cent  is  loose  rock  and  about  52  per  cent  is  solid  rock.  The 
rail  in  the  main  track  is  about  30  per  cent  45-pound  re-lay,  27  per  cent  80-pound 
new,  26  per  cent  56-pound  re-lay,  7  per  cent  60-pound  new,  and  1  per  cent  80- 
poond  new.  The  main  track  is  ballasted  principally  with  crushed  stone.  A 
small  portion  is  ballasted  with  cinders. 

EQUIPMENT 

The  carrier  owns  and  uses  the  following  equipment :  Five  steam  locomotives, 
wven  freight-train  cars,  four  passenger-train  cars,  two  work-equipment  units. 
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In  addition  to  the  above  it  leases  from  the  Mather  Humane  Stock  Transporta- 
tion Company  328  stock  freight-train  cars. 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction 
has  been  estimated  for  one-half  the  construction  period  of  14  months  plus  3 
months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures  accounts, 
except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated  for  3 
months  at  6  per  cent  per  annum. 


SUMMARIES 

Wholly  owned 


I.  ROAD 


Grading... 
Bridges,  trestles,  and  culverts. 

Ties  

Hails  

Other  track  material  

Ballast. 


and  signs. 
Station  and  ollice  buildings.... 

Roadway  buildings  

Water  stations  

Fuel  stations.  

Shops  and  engine  houses  

Telegraph  and  telephone  lines, 
machine 


Total.  1,  nod  3  to  47.  inclusive. . 


U.  EQUIPMENT 


i>tenm  locomotives.. 

Freight-train  cars  

Passenger-train  cars. 
Work  equipment  


Total,  51  to  58,  Inclusive  

III.  GENERAL  EXPENDITURES 


Organization  expenses 

72  General  ofllce 

73  I  Law  

74  Stationery  an 

75  Taxes  

77  Other  expenditures,  general.. 

78  Interest  during  construction. 





Total,  71  to  77,  inclusive   

Grand  total,  1,  and  3  to  77,  Inclusive... 


Cast  of 
reproduc- 
tion new 


$20,205 
aw.  007 

2\217 
38,389 
85,730 
13. 937 
28,329 
50,141 
1, 516 
688 
17.037 
3,118 
2,165 
584 
1(1.775 
3.8S4 
1.1M 
450 
9,  995 


49,111 
Z  108 
8,  534 

2,  050 


61.803 


7. 


27,  587 
35,  467 


622.  593 


Cost  of 
reproduc- 
tion less 
deprocU- 


$20,205 
199,564 
14,631 
19.  195 
70,  203 
8,  977 
20.722 
36,  102 
758 
404 
11,787 
1,934 
1.712 
485 
8,493 

1, v*\ 
cot 

225 
6,  132 


424.  059 


23,778 
1.545 
4,638 
1.  117 


31.078 


22  059 


28,  442 


483,579 
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Vted  but  not  owned,  leaned  from  the  Mather  Humans  Stock  Transportation  Oo 


Ac 

cost  OI 

Tost  Of 
r^juoduc 
tioo  less 
depred- 
ation 

0.  EQUIPMENT 

18 

S222.96A 

III.  GENERAL  EXPENDITURES 

76 

3,344 

1,  MO 

226,300 

130,743 

APPENDIX  2 


The  carrier  is  a  corporation  of  the  State  of  West  Virginia,  having  its  prin- 
cipal office  at  Hendricks,  W.  Va.  While  the  present  name  of  the  carrier  is  that 
given  above,  it  was  incorporated  originally  as  the  Black  Fork  Railroad  Com- 
pany, which  was  later  changed  to  the  present  name  of  Central  West  Virginia 
and  Southern  Railroad  Company.  The  records  reviewed  did  not  indicate  that 
the  carrier  was  controlled  by  any  individnal  or  corporation  on  the  date  of 
valuation,  nor,  on  the  other  hand,  that  it  then  controlled  any  common-carrier 
corporations.  The  property  of  the  carrier  has  been  operated  by  its  own  organi- 
zation daring  its  entire  life. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  October  24,  1912,  under  the  general  laws  of  the 
State  of  West  Virginia.  The  date  of  its  organization  was  November  2,  1912. 
This  company  purchased  on  January  1,  1913,  the  property,  rights,  and  fran- 
chises of  the  Dry  Fork  Railroad  Company,  which  company  had  been  incorpo- 
rated December  14,  1892,  under  the  general  laws  of  the  State  of  West  Virginia. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  owned  mileage  of  the  carrier,  amounting  to  29.5  miles,  was  all  acquired 
by  purchase  from  the  Dry  Fork  Railroad  Company  on  January  1,  1913.  and  was 
constructed  by  the  last-mentioned  company  during  the  period  June  1,  1893,  to 
October  1,  1894. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangement*. — The  records  of  the 
carrier  do  not  indicate  that  any  syndicating  arrangements  have  been  made  in 
connection  with  the  issuance  of  its  securities.  The  company  has  issued  its 
securities,  incurred  or  assumed  other  indebtedness,  and  repaid  certain  of  its 
other  indebtedness  under  conditions  and  for  considerations  described  in  detail 
In  the  paragraphs  of  this  section  devoted  to  capital  stock,  long-term  debt,  and 
other  obligations. 

Capital  stock  and  long-term  debt .— From  the  date  of  its  incorporation  to  date 
of  valuation  the  carrier  has  issued  stock  and  long-term  debt,  as  indicated  by  Its 
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records,  aggregating  $1,000,000  par  value,  all  of  which  are  actually  outstanding, 

as  summarized  in  the  following  table : 


Class 

Issued  and 
actually 
ouLstaudin* 

Stock,  capital  stock,  per  value,  comi 
Long-term  debt,  funded  debt,  par  v 

Total  „ 

1,000.000 

Capital  stock. — The  authorized  capital  stock  of  the  carrier  is  $1,000,000  par 
value,  divided  into  shares  of  $100  par  value  each,  all  of  which  is  classified  as 
common  stock.  Of  the  amount  authorized,  $500,000  has  been  issued  at  par 
in  part  consideration  for  the  purchase  of  property  of  the  Dry  Fork  Railroad 
Company. 

Funded  debt. — The  carrier  has  issued  $500,000  par  value  of  its  first-mortgage 
5  per  cent  bonds,  dated  January  1,  1913,  due  January  1,  1933.  These  bonds 
were  recorded  as  issued  at  par  In  part  consideration  for  the  property  of  the 
Dry  Fork  Railroad  Company.  The  mortgage  securing  these  bonds  contains  a 
sinking-fund  clause  which  provides  that  an  annual  appropriation  from  income 
of  $25,000  be  made  for  the  purpose  of  reacquiring  the  bonds.  An  examination 
of  the  records  of  the  company  indicates  that  difficulty  was  encountered  in  cor- 
rectly recording  the  sinking-fund  account,  and  while  there  is  no  balance  in  that 
account  on  the  date  of  valuation,  an  entry  was  made  on  December  31.  1918, 
to  adjust  the  account  as  of  June  30,  1918,  the  date  of  valuation.  The  balance, 
as  stated  therein,  is  $97,560.50,  consisting  of  $89,000  par  value  of  bonds  re- 
acquired and  held  alive  in  sinking  fund  and  $8,500.50  cash  on  deposit  with  the 
trustee,  the  West  End  Trust  Company,  of  Philadelphia,  Pa.  The  records  of  the 
trustee  indicate  that  cash  payments  were  made  to  the  fund  by  the  carrier 
aggregating  $82,000  and  that  accretions  thereto  amounted  to  $11,097.37.  making 
a  total  of  $93,097.37,  of  which  $89,000  was  used  for  the  purchase  of  an  equal 
amount  of  bonds,  leaving  an  unexpended  balance  of  $4,097.37  on  the  date  of 
valuation. 

Short-term  notes. —  The  carrier  has  issued  or  assumed  short-term  notes  of 
$23,717.86  par  value  to  date  of  valuation,  all  of  which  have  been  retired.  The 
considerations  recorded  as  passed  in  connection  with  the  issuance  and  as- 
sumption of  these  notes  were:  Cash,  $7,000;  settlement  of  open  accounts, 
$6,000;  and  part  consideration  for  the  property  of  the  Dry  Fork  Railroad 
Company,  $10,717.86.  That  recorded  as  given  in  the  retirement  of  them  waa 
cash  of  an  equal  value. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  December  31,  1917,  and  for  the  period  January  1,  1913,  to  date  of 
valuation,  follows; 
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Period 


Oj*ra!ing  income: 

Railway  operating  revenues. . 


NVt  revenue  from  railway  operations. 
Railway  tai  accruals  


Tolal. 


Noiwpe  raring 


equipment 


securities  and  accounts. 


Total. 


from 
of  equipment 


rents. 


r^r-rtisioii  of  net  income: 

1/ieome  applied  tosinkiog  and  other  reserve  funds. 
Dividend  appropriations  of  Income  


Total. 


debit  balance  transferred  to  profit  and  lu^. 


$128.  SIC  72 


J&SM,  .  HO 
545.  KM.  50 


.VI,  525.  40  1    34  SI,  153.30 


24.  SI  1.47 


1,  SUs.  48 


2ft.  319.  W 


14.  714.  fit 

n  't..  60 
:',0.  (n 
25,  000.  (X) 
32.  64 


40.  333.  85 


14.  013.  W 


25,  0<XI.  00 


2.'.  0W.  00 


:w,  oit.  do 


28,  525.  06 


54.00 
447.00 


2.  343.  54 
322, 97fi,  78 


10fi.TOI.47 
K!0  70 
4.  750.  00 

137,  SOU.  00 
TO1.G3 


250,  652.  80 
72,  323.  t*S 


137.  500.  00 
5,  000.  <« 


142,  500.  00 


70.l7fi.02 


Profit  and  long  statement. — A  eondeused  summary  of  the  profit  and  loss 
accounts  for  the  period  January  1,  1913,  to  date  of  valuation,  follows. 

Credits,  miscellaneous  credits: 

Adjustment  of  reserve  account  $11, 641. 95 

Adjustment  of  accounts  payable   129.07 


Total 


$11,  771.62 


Debits: 

Net  debit  balance  transferred  from  income   70, 176.  02 

Miscellaneous  debits: 

Adjustment  of  reserve  account   644. 58 

Bonds  purchased  for  sinking  fund    7,000.00 

  7,  544. 58 


Total 


77,  720.  60 


Debit  balance  on  date  of  valuation   65,948.98 

Under  the  present  classification  of  accounts  the  Item  stated  above  as  bonds 
purchased  for  sinking  fund,  $7,000.  would  be  includible  in  the  sinking-fund 
account.  If  that  amount  were  so  transferred  the  debit  balance  in  the  profit 
and  loss  account  would  be  decreased  by  $7,000,  or  to  $58,948.98. 

Dividend*. — The  carrier  has  declared  a  dividend  of  1  per  cent,  aggregating 
15,000.  during  the  year  1913,  which  has  been  charged  to  Income  account.  The 
records  reviewed  do  not  indicate  that  this  dividend  was  payable  otherwise 
tb&n  in  cash. 
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INVESTMENT  IN  ROAD  AND  EQUIPMENT 

'The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on  the 
date  of  valuation  is  stated  in  its  books  as  $349,480.15,  of  which  the  following 


is  a  general  analysis: 

For  property  acquired  through  purchase : 

Balance  in  the  road  and  equipment  account  of 
the  Dry  Fork  Railroad  Company,  $305,222.29, 
together  with  expenses  of  organization,  $234.93, 

transferred  to  this  account   $305, 457. 22 

Capital  stock  issued  at  par  value   500, 000. 00 

Funded  debt  issued  at  par  value   500,000.00 

Short-term  notes  assumed  at  par  value   10, 717. 86 

Current  and  other  liabilities  assumed,  recorded 
amount      14, 866. 66 

Total  of  above  items   1, 331, 041. 74 

Less — 

Miscellaneous  physical  property  of  predeces- 
sor taken  over  at  recorded  value  of   8, 000. 00 

Current  and  other  assets  taken  over  at  a 
recorded  value  of   8,452.76 

Other  credits,  character  not  determined   816, 722. 66 

Adjustment  prescribed  by  this  commission 
to  reduce  the  recorded  value  of  securities 
issued  for  property  from  par  value  to  a 
value  equivalent  to  the  book  value  of  road, 
equipment,   and   miscellaneous  physical 


property  at  date  of  acquisition,  trans- 
ferred to  accounts  as  follows : 


Discount  on  capital  stock   500, 000. 00 

Discount  on  funded  debt   147, 205. 19 


Total  deductions.—  — -  075,380.61 

Net  of  the  above  Items   855,661.18 

Credit  balance  in  profit  and  loss  account 

transferred  from  books  of  predecessor 

company   12,456.42 

 $343, 204. 71 

For  expenses  of  organisation,  recorded  money  outlay   1,  500. 00 

For  additions  and  betterments  to  road  and  equipment,  not  sepa- 
rable; recorded  money  outlay     _    5,481.44 


850, 186. 15 

Less  equipment  retired,  credited  at    700.00 


Total  recorded  as  of  date  of  valuation,    349,  488. 15 


This  amount  consists  in  part  of  considerations  other  than  cash  recorded  at 
$1381,041.74,  and,  on  the  other  hand,  of  items  deductible  from  the  gross  out- 
lays other  than  cash  recorded  at  $988,537.03,  but  not  specifically  deductible 
at  the  recorded  amounts.  The  cash  value  at  the  time  of  the  transactions  of 
the  considerations  other  than  cash,  and  of  the  items  deductible  from  the  gross 
outlays  other  than  cash  is  not  known  and  can  not  be  definitely  determined 
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The  balance  In  the  road  and  equipment  Investment  account.  If  adjusted  to 
the  above  extent,  so  far  as  it  is  resolvable  into  the  kinds  of  consideration, 
would  comprise  the  following  classes  of  recorded  outlay : 

Recorded  money  outlay   $6, 981 . 44 

Capital  stock  issued  at  par  value  ..   600,000.00 

Funded  debt  issued  at  par  value  600,  000. 00 

Short-term  notes  assumed  at  par  value     10, 717. 86 

Current  and  other  liabilities  assumed,  recorded  amount   14, 860.  66 

Ralance  in  the  road  and  equipment  investment  account  of  pred- 
ecessor transferred   305,  457. 22 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent — 

Current  and  other  assets  taken  over  at  a  recorded  value  of          11, 462. 76 

Other  items,  character  not  determined,  transferred  from  the 

accounts  of  predecessor   316,  722.  06 

Discount  prescribed  by  this  commission  on  capital  stock  and 

funded  debt  Issued   647, 205. 19 

Equipment  retired,  credited  at   700.  00 

It  has  not  been  determined  whether  the  above  outlays  Include  any  part  that 
represents  certain  lands  classified  herein  as  noncarrier  land,  or  of  the  un- 
determined portions,  assignable  to  noncarrier  lands,  of  the  cost  of  lands 
classified  herein  as  partly  carrier  and  partly  noncarrier.  The  carrier  has 
made  a  charge  to  its  miscellaneous  physical  property  account  in  the  amount 
of  $3,000  representing  its  investment,  on  date  of  valuation,  in  noncarrier  lands 
which  were  acquired  from  its  predecessor.  The  costs  of  the  above  lands,  so 
far  as  they  are  indicated  by  accounting  records,  are  stated  in  the  paragraphs 
devoted  to  cost  of  lands  in  the  section  on  original  cost  to  date. 

ORIGINAL  COST  TO  DATS 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes,  has  not  been  definitely 
determined.  The  data  obtained  on  the  outlay  for  creating  and  improving 
such  property  are  those  found  in  the  road  and  equipment  investment  account 
of  the  carrier  and  of  its  predecessor,  the  Dry  Fork  Railroad  Company, 
summarized  as  follows: 
The  carrier : 

Recorded  money  outlay   $6,  981. 44 

From  which  should  be  deducted  whatever  portion,  not  definitely 
determinable,  of  the  above  outlay  represents  equipment  re- 
tired, credited  at   700.00 

Dry  Fork  Railroad  Company: 

Recorded  money  outlay   864, 327. 48 

Capital  stock  Issued  at  par  value   10, 875. 75 

Short-term  notes  issued  at  par  value   49, 952. 64 

The  several  classes  of  outlay  above  detailed  are  summarized  by  classes 
ts  follows : 

Recorded  money  outlay  $361, 308. 92 

Capital  stock  Issued  at  par  value___    10, 875. 75 

Short-term  notes  issued  at  par  value   49, 952 .54 

from  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  equipment  retired, 

credited  at   700.00 
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It  has  not  been  determined  whether  the  above  outlays  Include  any  part  that 
represents  certain  lands  classified  herein  as  noncarrler  lands,  or  of  the  un- 
determined portions,  assignable  to  noncarrler  lands,  of  the  cost  of  lands  classi- 
fied herein  as  partly  carrier  and  partly  noncarrler.  The  carrier  has  made  a 
charge  to  its  miscellaneous  physical  property  account  in  the  amount  of  $3,000, 
representing  its  investment  in  noncarrler  lands  on  date  of  valuation  which 
were  acquired  from  its  predecessor.  The  costs  of  the  above  lands,  so  far 
as  they  are  indicated  by  accounting  records,  are  stated  in  the  paragraphs  of 
this  section  that  are  devoted  to  cost  of  lands. 

Cost  of  land*. — The  carrier  reports  amounts  aggregating  $1,905.32  as  the  out- 
lays by  itself  and  its  predecessor  in  connection  with  lunds  owned  or  used  by 
it,  including  noncarrler  lands.  The  returns  made  by  the  company  include  cer- 
tain lands  which  were  donated,  certain  lands  for  which  nominal  deed  con- 
siderations only  are  reported,  certain  lands  for  which  the  considerations  recited 
in  deeds  are  other  than  of  a  monetary  value,  and  certain  lands  received  in 
exchange  for  other  lands.  The  amounts  reported  by  the  company  as  costs  for 
the  remaining  lands  owned  are  made  up  in  part  of  costs  supported  by  account- 
ing records  and  in  part  of  substantial  considerations  named  in  depds  or  other 
instruments  which  it  returned  as  costs  but  which  are  not  supported  by  ac- 
counting records.  These  amounts,  classified  according  to  the  classification 
herein  of  the  lands  to  which  they  apply,  are  summarized  as  follows: 


Classification 

Costs 

sup- 
ported 

by  ac- 
counting 
records 

Amounts 
not  sup- 
ported by 
accounting 
records 

Lands  classified  as  carrier,  owned  and  used  

$109 

$1,641.20 

22.  .V) 
72.53 

Lands  classified  as  partly  carrier  and  partly  noncarrler.  owned  and  used  

All  of  above  lands  are  located  in  the  State  of  West  Virginia. 

Cost  of  machinery  and  equipment. — The  carrier  reiiorts  that  it  owns  and 
uses  18  units  of  equipment  and  certain  machinery  with  costs  aggregating 
$65,404.27.  A  verification  of  the  returns  of  the  company  indicates  that  the 
units  of  roadway  machines  should  be  increased  by  16,  due  to  roadway  machines 
inventoried  but  not  reported.  After  making  the  changes  noted  above  and 
classifying  the  returns  according  to  the  classification  herein  of  the  property 
to  which  they  appiy,  the  revised  returns  are  summarized  as  follows: 


Classification  » 

Units 

Costs  sup- 
ported by 
.'Lconnting 

Costs  esti- 
mated » 

Machinery: 

1« 

910.50 

$40.00 

5, 217.  «8 

4a  oo 

Equipment: 

Steam  locomotives  

Freight-tram  cars  

rnsseiijjor-train  oars  

Work  equipment  


ft     48, 763. 72 

J  i:::::::::::: 


Total. 


18  48,753.72 


2.  105  31 
8,134.  29 
1, 243.  20 


11,472.80 


1  Amounts  estimated  by  the  carrier  or  otherwise  not  supiwtod  by  accounting  records. 
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In  addition  to  the  foregoing,  328  units  of  freight-train  cars  have  been  inven- 
toried as  used  under  lease  from  the  Mather  Humane  Stock  Transportation 
Company. 

MISCELLANEOUS  PHYSICAL  PROPERTY 

The  Investment  of  the  carrier  in  miscellaneous  physical  property  on  date  of 
valuation  is  stated  in  its  books  as  $3,000,  representing  the  cost  of  a  house  and 
lots  in  Hendricks,  W.  Va.,  acquired  for  cash. 

AID8,  GIFT8,  GRANTS,  AND  DONATIONS 

In  addition  to  the  foregoing,  328  units  of  freight-train  cars  have  been  lnven- 
nmler  valuation  order  No.  16,  and  none  was  found  of  record.  In  its  report  on 
lands  It  designates  certain  parcels  as  having  been  donated  by  various  Individ- 
uals. Neither  the  cost  to  the  donors  nor  the  value  at  time  of  acquisition  has 
been  reported  by  the  company.  In  addition  to  the  above,  the  report  of  the  com- 
pany upon  the  cost  of  its  lands  shows  that  certain  parcels  were  acquired  by  it 
through  deeds  that  recite  merely  nominal  considerations.  Since  the  records  do 
not  indicate  that  any  actual  payment  was  made  in  the  acquisition  of  these  lands, 
(hey  have  been  herein  designated  as  apparent  aids. 

MATERIAL  AND  SUPPLIES 

The  investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation  Is 
stated  in  its  books  as  $3,486.09,  consisting  principally  of  repair  parts  for  equip- 
ment and  lumber  for  bridges. 

LEASED  RAILWAY  PROPERTY 

The  carrier  uses  on  date  of  valuation  certain  facilities  owned  by  other  com- 
panies to  the  extent  indicated  in  the  statement  below. 

The  description  of  the  property,  the  terms  of  use,  and  the  rentals  accrued 
and  charged  to  income  for  the  year  ending  December  31,  1917,  are  as  follows: 

Jointly  used,  but  not  owned,  owned  by — 

Westerrt  Maryland  Railway  Company,  depot  building,  Hen- 
dricks, W.  Va.,  no  rental;  expense  of  maintenance  on  part 
of  station  platform  borne  by  carrier  and  charged  to  operat- 
ing-expense accounts. 

Pursons  Pulp  and  Lumber  Company,  tracks,  1.5  miles,  from 
Armentrout  to  Horton,  W.  Va.,  verbal  agreement;  rental  Rental 
equivalent  to  receipts  from  passenger  transportation   $.r>56. 60 

Mather  Humane  Stock  Car  Company,  equipment,  1  box,  193 
gondola,  and  144  stock  cars;  rental  $0.25  per«ar  per  day 
for  use  on  own  road ;  per  diem  earned  while  on  other  roads 
is  paid  to  lessor   _  Not  reported. 


OENERAL  BALANCE  SIIEET  8TATKMENT 


The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation,  is 
as  follows : 

A.H8ET8 

Investments : 

Investment  in  road  and  equipment   $349, 486. 15 

Miscellaneous  physical  property     3, 000. 00 

Total     352, 486. 15 
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Current  assets : 

Cash    $13, 814. 08 

Net  balance  receivable  from  agents  and  conductors   8, 954. 06 

Miscellaneous  accounts  receivable  .     10,748.33 

Material  and  supplies   8,486.09 

Total     — _    37, 002.  5« 

Deferred  assets,  other  deferred  assets—     1, 369. 43 

Unadjusted  debits: 

Rents  and  insurance  premiums  paid  in  advance   155. 73 

Discount  on  capital  stock   500, 000. 00 

Discount  on  funded  debt   147, 205. 19 

Total  ,   047,  360.  92 

Grand  total   1,038,219.06 


LIABILITIES 

Stock,  capital  stock   500,000.00 

Long-term  debt,  funded  debt  unmatured    500, 000. 00 


Current  liabilities: 

Audited  accounts  and  wages  payable   6, 980. 32 

Interest  matured  unpaid     12,500.00 

Total   19, 480. 32 

Unadjusted  credits : 

Tax  liability     2, 230. 00 

Accrued  depreciation,  equipment   26,957.72 

Total   20, 187.  72 

Corporate  surplus : 

Sinking-fund  reserves  »    55, 500. 00 

Profit  and  loss,  debit  balance  ,   05,  048. 98 

Grand  total   1,038,219.00 

Predecessor  Company 


Dby  Fork  Railroad  Company,  Predecessor  of  the  Carrier 

The  records  reviewed  Aid  not  indicate  that  the  Dry  Pork  Railroad  Company 
was  controlled  by  any  individual  or  corporation  on  December  31,  1912,  the 
date  of  demise,  nor,  on  the  other  hand,  that  It  controlled  any  common-carrier 
corporations.  The  property  of  the  company  was  operated  by  its  own  organi- 
sation from  the  date  the  construction  was  completed,  October  1,  1894,  to  the 
date  of  demise.  The  railroad  oi>erated  by  the  Dry  Pork  Railroad  Company 
on  the  date  of  demise  amounted  to  36.7  miles  of  single-track  standard-gauge 
steam  railroad,  and  consisted  of  a  main  line  extending  from  Hendricks  to 
Horton,  31  miles,  and  a  branch  line  projecting  from  Red  Creek  Junction  to 
Lanesvllle,  5.7  miles,  all  in  the  State  of  West  Virginia.  Of  the  railroad  oper- 
ated, 29.5  miles  were  owned  and  extended  from  Hendricks  to  Armentrout,  7.2 
miles  were  used  under  agreements  and  extended  from  Armentrout  to  Horton, 
1£  miles,  and  from  Red  Greek  Junction  to  Lanesvllle,  5.7  miles. 
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DEVELOP  ME.VT  OF  FIXED  PHYSICAL  PROPERTY 

The  road  owned  by  the  Dry  Fork  Railroad  Company  on  the  date  of  its 
demise  extended  from  Hendricks  to  Armentrout,  W.  Va.,  20.5  miles,  and  was 
all  acquired  by  construction  during  the  period  June  1,  1893,  to  October  1,  1894. 

HISTOET  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  records  of  the 
Dry  Fork  Railroad  Company  do  not  indicate  that  any  syndicating  arrange- 
ments were  made  in  connection  with  the  issuance  of  its  capital  stock.  Funds 
were  advanced  for  the  construction  of  a  portion  of  its  road  by  the  United 
States  Leather  Company.  The  Dry  Fork  Railroad  Company  issued  its  capital 
stock  and  incurred  other  indebtedness  and  discharged  a  portion  of  its  other 
indebtedness  under  conditions  and  for  considerations  described  in  detail  in 
the  paragraphs  of  this  section  devoted  to  capital  stock  and  other  obligations. 

Capital  stock. — From  the  date  of  Its  incorporation  to  the  date  of  demise,  the 
Dry  Fork  Railroad  Company  issued  capital  stock,  as  indicated  by  its  records, 
aggregating  $255,000  par  value,  all  of  which  was  actually  outstanding.  The 
authorized  capital  stock  of  the  Dry  Fork  Railroad  Company  was  $300,000  par 
value,  divided  Into  shares  of  $100  par  value  each,  all  of  which  was  classified 
as  common  stock.  Of  the  amount  authorized,  $255,000  was  issued  at  par  for 
the  following  recorded  considerations:  Cash,  $40,124.25;  unapportioned  part 
of  construction  of  road,  $10,875.75 ;  and  stock  dividends  declared,  $204,000. 

Short-term  notes. — The  Dry  Fork  Railroad  Company  issued  short-term  notes 
of  $236,727.29  par  value,  of  which  $226,009.43  were  retired,  leaving  $10,717.86 
outstanding  on  date  of  demise.  The  considerations  recorded  as  passed  in  con- 
nection with  the  issuance  of  these  notes  were :  Cash,  $62,717.93 ;  unapportioned 
part  of  construction  of  road,  $49,952.54;  settlement  of  cash  advances,  $118,- 
714.61 ;  and  settlement  of  interest  on  cash  advances,  $5,342.21.  Those  recorded 
as  given  in  the  retirement  of  them  in  part  were :  Cash,  $153,896.42,  and  cancella- 
tion of  charges  for  transportation,  $72,113.01.  The  balance  of  short-term  notes, 
aggregating  $10,717.86,  were  outstanding  on  date  of  demise,  and  were  assumed 
by  the  carrier  as  part  consideration  for  the  acquisition  of  property. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  Dry  Fork  Railroad  Company,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
period  from  October  1,  1894,  to  date  of  demise,  follows ; 
Operating  income: 

Railway  operating  revenues    $2, 162. 220.33 

Railway  operating  expenses   1, 256, 949. 16 

Net  revenue  from  railway  operations   905, 271. 17 

Railway  tax  accruals,  interest  and  expenses,  not  separable—      159,249. 88 

Net  income   746, 021. 79 

Disposition  of  net  income,  income  credit  balance  transferred  to 

profit  and  loss   746,021.79 

Profit  and  loss  statement. — A  condensed  summary  of  the  profit  and  loss  ac- 
counts for  the  period  October  1,  1894,  to  date  of  demisei  follows: 
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Credits : 

Net  credit  balance  transferred  from  income  $746, 021. 79 

Miscellaneous  credits: 

Transfer  to  road  and  equipment  investment 

account  $94,900.00 

Refund  of  demurrage   279.00 

  05, 179. 00 

Total  _      841,200.79 


Debits : 

Dividend  appropriations  of  surplus   725, 045 .00 

Miscellaneous  debits: 

Depreciation  on  equipment  written  off   59, 841. 67 

Amount  purporting  to  represent  expenditures 
for  additions  and  betterments,  transferred 
from  road  and  equipment  investment  ac- 
count-   43,132.70 

Otber  miscellaneous  debits   125.00 

  103,099.37 

Total   828,  744. 37 


Credit  balance  on  date  of  demise   12, 456. 42 


Dividends. — Dividends  were  declared  by  the  Dry  Fork  Railroad  Company 
aggregating  $725,645,  of  which  $521,645  was  payable  in  cash  and  $204,000  was 
payable  in  capital  stock.  The  rates  at  which  they  were  declared  were  stated  to 
have  been  from  8  to  48  per  cent.  The  entire  amount  of  dividends  was  charged 
to  profit  and  loss  account. 


INVESTMENT  IN  BO  AD   AND  EQUIPMENT 

* 

The  investment  of  the  Dry  Fork  Railroad  Company  In  road  and  equipment, 
including  land,  on  the  date  of  demise  was  stated  in  its  books  as  $305,222.29, 
of  which  the  following  is  a  general  analysis: 

For  construction,  equipment,  and  additions  and  better- 
ments, not  separable: 

Recorded  money  outlay  $259,427.48 

Capital  stock  issued  at  par  value—    10. 875.  75 

Short-term  notes  issued  at  par  value   49, 952.  54 

 $320,  255.  77 

For  amount  purporting  to  represent  expenditures  for  additions 
and  betterments  charged  to  operating  expenses  and  later  trans- 
ferred from  profit  and  loss  account,  recorded  money  outlay   94,900.00 

Total.  —  _     415,155.77 

the  following  items : 
Amount  purporting  to  represent  expenditures  for 
additions  and  betterments,  transferred  to  profit 

and  loss  account   $43,132.70 

Adjustment,  details  not  ascertained   9, 959. 11 

  53, 091. 81 

362,  063.  96 
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Other  items,  net  credit: 

Charge,  recorded  money  outlay  for  land  classifi- 
able as  miscellaneous  physical  property   $3, 000. 00 

Credit,  amount  purporting  to  represent  deprecia- 
tion on  equipment,  written  off  to  profit  and  loss 

account   59, 841. 67 

  $56,841.67 


Total  as  recorded  on  date  of  demise   305,222.29 

APPENDIX  3 

ANALYSIS  OF  METHODS  FOB  DETERMINING  WOBKINO  CAPITAL 

Working  capital  is  understood  to  include  usually  three  parts:  First,  the 
ioTestment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary 
to  pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to 
the  time  when  the  revenues  from  that  service  are  available;  and,  third,  a 
buffer  fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and 
fluctuating  deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling 
due. 

Considering  that  the  revenues  from  service  performed  in  any  particular  period 
usually  lag  behind  the  expenses  incurred  for  the  service  within  that  particular 
period,  the  amount  of  cash  working  capital  of  this  sort  needed  for  operating 
purposes  is  the  amount  by  which  the  matured  operating  expenses  exceed  - 
that  part  of  the  accrued  revenues  applicable  to  operating  expenses,  which  has 
been  collected,  has  reached  the  treasury,  and  has  become  available  for  paying 
bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  services  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that  of  all  operating  expenses  for  service  in  any  period  there  will  be  met  from 
maturing  revenues  from  that  service  a  proportion  that  Is  equal  to  the  propor- 
tion of  all  accrued  revenues  from  service  within  the  period  that  reaches  the 
treasury  within  that  period.  The  remaining  proportion  of  operating  expenses 
will  be  the  measure  of  the  cash  working  cupital  actually  used  to  meet  ex- 
penses in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between 
the  available  revennes  and  the  expenses  within  any  period.  Also,  considera- 
tion has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material 
and  supplies.  The  factors  affecting  cash  working  capital  are  as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  In  the  treasury  of  the 
revenues  for  the  service.  Including,  for  prepaid  freight,  the  time  for  move- 
ment of  empty  cars  to  the  point  of  loading;  the  time  consumed  In  loading 
and  the  time  the  receipts  are  in  transit  to  the  treasury,  and.  for  freight  with 
charges  collected  at  destination,  in  addition,  the  time  for  movement  under 
load,  the  time  consumed  in  unloading,  and  the  credit  period  for  payment  of 
charges ;  the  relative  amount  of  operating  expenses  for  various  purposes ;  and 
the  elapsed  time  from  the  beginning  of  the  accrual  of  such  respective  expenses 
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to  the  time  when  they  must  be  paid.  The  factors  in  most  cases  represent  the 
experience  of  all  Class  I  carriers  and  in  a  few  cases  consist  of  specially 
assembled  data  from  the  experience  of  territorially  scattered  carriers  that 
represent  over  40  per  cent  of  the  operating  expenses  of  all  Glass  I  carriers. 
For  material  and  supplies,  consideration  has  been  given  to  the  average  book 
value  of  the  stock  carried  by  all  Class  I  and  Class  II  carriers  on  June  30 
for  the  years  1914-1916,  and  to  the  fact  that  some  part  of  this  stock  is  held 
for  additions  and  betterments  and  new  construction  and  that  some  part 
represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital.  Including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  the  commission  apply,  to  the 
difference  between  the  factors  applicable  to  those  roads  and  the  average  of 
factors  applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These 
differences  are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and 
freight  service,  and  the  average  haul  of  freight  and  the  ratio  between  empty 
and  loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the 
revenues  from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other  than 
those  lying  in  the  performance  of  common-carrier  service  must  be  considered 
for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those  of  a 
common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation  is 
less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
affiliated  companies  or  to  other  special  circumstances,  the  carrier's  common- 
carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases,  the  value  found  for  working  capital  is  the 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  five  years  preceding  date  of  valuation,  it  is  found  that  the 
working  capital  used  for  common-carrier  purposes  during  that  period  averaged 
11.7  per  cent  of  the  average  annual  operating  expenses.  Applying  that  per- 
centage to  the  annual  operating  expenses  as  of  date  of  valuation,  determined  to 
be  $89,300  according  to  the  trend  of  operating  expenses  during  the  preceding 
five  years,  it  is  found  that  the  working  capital  used  for  common-carrier  pur- 
poses on  date  of  valuation  is  $10,450. 
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Valuation  Docket  No.  560 
LUDINGTON  *  NORTHERN  RAILWAY 


Submitted  Augutt  IS,  1925.    Decided  September  IS,  1926 


Final  ralue  for  rate-making  purposes  of  the  property  of  the  Ludington  & 
Northern  Railway,  owned  and  used  for  common-carrier  purposes,  found  to 
be  $65,790,  as  of  June  30, 1919,  and  of  property  used  but  not  owned,  $12,000. 

Report  op  the  Commission 

Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 
By  Division  1 : 

The  Ludington  &  Northern  Railway,  hereinafter  called  the  car- 
rier, is  a  corporation  of  the  State  of  Michigan.  It  owns  and  operates 
a  single-track  standard-gauge  steam  railroad  extending  from  Luding- 
ton, Mich.,  to  Hamlin  Lake,  Mich.,  with  a  branch  line  from  Lincoln 
Lake,  Mich.,  to  Sand  Pit,  Mich.,  a  distance  of  7.853  miles.  In  addi- 
tion it  operates  under  lease  from  the  Pere  Marquette  Railway  Com- 
pany 2.162  miles  of  tracks  at  Ludington. 

By  our  order  of  May  11,  1925,  entered  in  this  proceeding,  we 
completed  the  tentative  valuation,  as  of  June  30, 1919,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate  com- 
merce act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  value  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  September  13, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  Michigan,  and  the  Michigan  Public  Utility 
Commission ; 

•  It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Ludington  &  Northern 
Railway  as  of  June  30, 1919: 

Location  and  general  description  of  property. — The  railroad  of 
the  Ludington  &  Northern  Railway,  hereinafter  called  the  carrier, 
is  a  single-track  standard -gauge  steam  railroad,  located  in  the  State 
of  Michigan.  The  main  line  extends  northerly  from  Ludington  to 
Hamlin  Lake,  with  a  branch  line  from  Lincoln  Lake  to  Sand  Pit,  a 
distance  of  7.853  miles.  The  carrier  also  uses  2.162  miles  of  all  tracks 
of  the  Pere  Marquette  Railway  Company  at  Ludington.  The  car- 
rier wholly  owns  and  uses  9.544  miles  of  all  tracks,  and  wholly  uses 
but  does  not  own  2.162  miles  of  all  tracks.  These  tracks,  consisting 
of  first  main  tracks  and  yard  tracks  and  sidings,  are  classified  in  the 
trackage  table  in  Appendix  1. 

Capitalization. — The  carrier  has  outstanding,  on  date  of  valuation, 
a  total  par  value  of  $50,000  in  capital  stock  and  long-term  debt,  of 
which  $15,000  represents  common  stock  and  $35,000  funded  debt. 

Results  of  corporate  operations. — For  the  period  from  July  3, 
1895,  to  date  of  valuation  the  aggregate  railway  operating  expenses 
have  been  90.3  per  cent  of  the  railway  operating  revenues.  During 
the  year  1911  a  dividend  of  50  per  cent,  and  the  years  1897  to  1900. 
inclusive,  of  2  per  cent,  per  annum  have  been  declared. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  The  data  obtained  on  the  outlay 
for  creating  and  improving  such  property  are  those  found  in  the 
road  and  equipment  account  of  the  carrier,  summarized  as  follows: 
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Recorded  money  outlay  $78,260.28 

From  which  should  be  deducted  whatever  portions,  not  deflnitely 
determinable,  of  the  above  outlays  represent  road  and  equipment 
retired,  credited  at   4, 5&3. 60 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the  books 
of  the  carrier  as  $72,456.98.  If  readjustments  were  made,  this 
amount  would  be  increased  to  $73,672.59,  detailed  in  Appendix  2, 
consisting  wholly  of  recorded  money  outlay. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
materials  and  supplies,  wholly  owned  or  used,  are  as  shown  below : 


Classification 

Cost  of  re- 
production 
new 

Cost  of  re- 
production 
less  depre- 
ciation 

Wholly  owned  and  used  

182,708 

$58,007 

Used  but  not  owned,  leased  from  the  Pere  Marquette  Railway  Company  

1(1,334 

10,  423 

82,703 
W.037 

68,007 
68,430 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets  which  are  a  part  of  Appendix  1.  Informa- 
tion as  to  the  character  of  the  property  used  but  not  owned  will  l>e 
found  in  Appendix  2,  under  the  caption  "  Leased  Railway  Property." 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses  for 
common-carrier  purposes  35.01  acres  of  lands.  The  original  cost  of 
these  lands  can  not  be  ascertained,  as  the  necessary  accounting  rec- 
ords are  not  obtainable.  Data  on  their  original  cost  will  be  found 
in  Appendix  2.  The  area  and  present  values  of  the  carrier  lands 
owned  or  used  are  found  to  be : 


fori*  *r.  \ 



Present 
value 


Wholly  owned  and  used  

tied  but  not  owned,  leased  from  the  Pere  Munjuetto  Railway  Compuny. 


3.-S.  01 
8.58 


r..  oi 

43.  50 


$1.55)7.78 
1, 131.05 


1,507.78 
2,720.73 


Property  held  for  purposes  other  than  those  of  a  common  car- 
The  carrier  owns  and  holds  for  noncarrier  purposes  2.93  acres 
of  lands.  The  original  cost  of  lands  classified  as  noncarrier  can  not 
be  ascertained,  as  the  necessary  records  are  not  obtainable;  their 
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present  value,  including  the  value  of  improvements  thereon,  owned 
by  the  carrier,  is  $58.60.  The  carrier  owns  and  holds  cash  on  hand 
and  material  and  supplies  in  the  amount  of  $4,578.  Of  this  amount, 
$3,790  is  necessary  for  its  use  as  working  capital,  and  that  sum  is 
therefore  included  in  the  final  value  stated  elsewhere  in  this  report. 
The  remainder,  $788,  is  owned  and  held  by  the  carrier  for  noncarrier 
purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
made  no  report  of  aids,  gifts,  grants,  or  donations,  and  the  records 
do  not  indicate  that  any  were  received.  However,  of  the  lands  owned 
and  included  in  the  preceding  statement  of  lands  owned,  the  follow- 
ing were  acquired  through  deeds  reciting  nominal  considerations 
only,  and  have,  therefore,  been  classified  by  us  as  apparent  aids. 


Acres 

Present 
value 

26.86 

2.93 

$1,483.40 
68.00 

The  value  of  those  lands  at  the  time  acquired  can  not  be  deter- 
mined. 

Material  and  supplies. — The  book  value  of  material  and  supplies 
on  hand  on  date  of  valuation  is  shown  in  the  records  of  the  carrier 
as  $646.45. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  owned  or  used,  devoted  by  it  to 
common-carrier  purposes,  are  found  to  be  as  follows: 

Wholly  owned  and  used  $65, 790 

Used  bat  not  owned,  leased  from  Pere  Marquette  Railway  Company        12, 000 

Total  owned   65,790 

Total  used   77,790 

The  sum  of  $3,790  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  including  material 
and  supplies.  No  other  values  or  elements  of  value  to  which  specific 
sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  mileage  and  the  classification  of  the  cost  of 
reproduction  new  and  cost  of  reproduction  less  depreciation  above 
set  forth,  in  conformity  with  the  classification  of  expenditures  for 
road  and  equipment  prescribed  by  us.   Appendix  2  shows  in  detail 
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the  history  and  organization  of  the  carrier;  moneys  received  by 
reason  of  issues  of  stocks,  bonds,  and  other  securities,  the  net  and 
gross  earnings;  a  statement  of  the  expenditures  of  moneys  accom- 
panied by  a  statement  of  the  purposes  thereof;  the  development?  of 
fixed  physical  property ;  investment  in  road  and  equipment ;  the  cost 
of  lands,  rights  of  way,  and  terminals;  the  general  balance  sheet 
statement;  and  other  pertinent  information.  Appendix  3  is  a  state- 
ment of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1, 108,  which  is  hereby  made  a  part  hereof,  for  a  statement  of 
the  methods  employed  and  of  the  reasons  for  the  differences  between 
the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
Michigan  in  which  State  the  carrier  embraced  in  this  proceeding 
operates,  give  the  details  respecting  the  figures  here  reported,  and 
are  on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to 
public  inspection,  and  subject  to  the  direction  of  Congress.  These 
reports  are  referred  to  for  greater  particularity  as  to  the  matters 
herein  stated. 


APPENDIX  l 

TRACKAGE 


The  trackage  mileage  of  the  carrier  is  classified  In  the  following  table: 


Classification 

First 
main 
track 

Yard 
tracks 

and 
sidings 

All 
tracks 

MUa 

7.&.S3 
1.070 

MiUt 
1.601 
0. 192 

Mila 
9.544 
2.1C2 

Used  but  not  owned,  leased  from  the  Pere  Marquette  Railway  Company. 

7.  KM 
0,833 

1.601 
1.883 

0.544 
11,700 

TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connection  for  the  interchange  of  traffic  with  the  line 
of  the  Pere  Marquette  Railway  Company  at  Lndlngton. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  railroad  traverses  the  region  adjacent  to  the  eastern  shore  of  Lake 
Michigan.    The  northern  portion  of  the  road  parallels  Hamlin  Lake  and  is 
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constructed  on  a  flat  bench.  The  land  is  mostly  timbered  with  maple,  birch, 
beech,  red  oak,  and  some  pine.   The  soil  is  fine  yellow  sand. 

ECONOMIC  CONDITIONS  RKLATINO  TO  TRAFFIC 

Switching  to  manufacturers  in  the  city  of  Ludington  and  the  transportation 
of  sand  constitutes  the  principal  business  of  the  carrier.  During  the  summer 
months  there  is  considerable  tourist  travel  to  Bpworth  and  Hamlin  Lake, 

BO  AO 

The  grading  is  light,  averaging  about  4,500  cubic  yards  per  mile,  and  is  all 
common  excavation.  There  is  one  pile-and-frame  trestle  on  the  road,  90  feet 
in  length. 

Crossties  in  main  track  average  about  3,000  to  the  mile  and  are  mostly  of 
cedar  and  pine.  The  main  track  is  laid  chiefly  with  35  and  50  pound  re-lay 
rail.    The  track  is  full  earth  surfaced,  except  for  a  small  amount  of  cinder 


cars,  eight 


EQUIPMENT 

The  carrier  owns  and  uses  four  locomotives,  seven  freight-train 
passenger-train  cars,  and  one  unit  of  work  equipment 

EXPENDITURES 


Engineering  has  been  estimated  at  4  per  cent  on  road  accounts,  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per 
cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  con- 
struction has  been  estimated  for  one-half  the  construction  period  of  six  months, 
plus  three  months,  at  6  per  cent  per  annum  on  all  road  and  general-expendi- 
tures accounts  except  accounts  2  and  76.  Interest  on  equipment  has  been  esti- 
mated for  three  months  at  6  per  cent  per  annum. 


WhoUy  owned  and  used 


I.  ROAD 


1  KnpinceririK  

8  Onidinp   

fl  liridKe.s,  it-titles,  and  culvci ; 

8  Ties  

9  RiiilF  

10  Other  tr 

11  Ballast 

12  Trncklaylntf  nnd  surfnt   

13  Kight-of-wny  fences  

IS  Crossings  urifl  signs   .... 

in  i  Station  «md  office  buildings  

18  Wntor  stations   

37  lioadwoy  machines  , 

38  Roadway  small  tools   

43  I  Other  expenditures,  road  


......  .  -  -  -   -  


-  -  


Total,  1,  and  3  to  47,  Inclusive . 


Cost  of 
reproduc- 
tion now 

Co?t  of 
reproduc- 
tion 
l«a  dopre- 

cintion 

12.211 

*2.2ll 

10.  U57 

jo,  mi 

746 

ISO 

10,;V« 

r,.  ,r)7K 

17,04.5 

13.  22K 

3,33* 

2,  OOfi 

f,n 

307 

0,7.^ 

0,  R20 

s:~ 

2"D 

ws 

14'.) 
R4 

1.2:0 

123 

:« 

145 

102 

.'-7, 4S0  1         43.  438 
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II.  EOVIPMKNT 


» 

S3  | 

M 

V 


7] 

75 
: 
7i 
71 

r, 


stcsm  locomotives... 

Freight-train  cars  

Passenger-train  cm? 
Work  equipment. . . . 


Total,  M  to  59,  Inclusive  

Ul.  GENERAL  EXPtNPITl  RES 


Organization  expenses.  

General  officers  and  clerks... 

Law  

Stationery  and  printing  

Taxes.  . .  -  -  .   

Other  expenditures,  geni-rid. 
Interest  during  construction. 


Total,  71  to  77,  inclusive  

Grvmd  total,  1,  and  3  to  77,  Inclusive. 


Cost  of 
Tpproduc- 
tiou  new 


$8.  355 
1,  190 
ft.  272 
«.4(50 

22,  277 


Cost  of 
reproduc- 
tion 
less  depre- 

( I  at  Ion 


8*12 


2.084 


W,037 
988 

6, 814 


12, 407 


W5 
1,617 


2,Wfi  2,172 
82,703  5S.007 


U*cd  but  not  owned,  leased  from  the  Pcre  Marquette  Railway  Company 


Climes 


Cost  of 
reproduc- 
tion new 


Cost  of 
reproduc- 
tion 
less  dt  p  re- 
el fit  ion 


l.  HOAD 


8 
It 


,  and  culverts. 


1    Engineer  ing. 

3  ;  Grading  

6    Bridges,  i 

Tica   

H  Fdlf   _ .  

Other  track  material  

Tracklnying  and  surfacing. . 


Right-of-way  fencrs . 
Crossings  and  sign.". 

Total,  1,  and  3  to  47,  inclusive  

III.  QENKRAL  KXPKNT'lTt  RES 


71  Organization  expense*   

"*2  Oeneral  officers  and  clerks . . 

73  Law    

74  .  Stationery  and  printing  

75  Taxes...   

77  Other  expenditures,  general. 


Total,  71  to  77,  Inclusive. 


Grand  total,  1.  find  3  to  77,  InetuMve. 
_  ,  


$601 

*J0t 

2,044 

2.044 

111 

5ft 

2. 107 

4,  All 

2.  «20 

769 

381 

2,413 

1,351 

W9 

37ft 

M 

42 

16,624 

234 

470 

710 

16.334 

10,423 

APPENDIX  2 


INTRODUCTORY 


The  carrier  is  a  corporation  of  the  State  of  Michigan,  having  its  principal 
office  at  Ludington,  Mich.  While  the  present  name  of  the  carrier  is  that  given 
above,  it  was  originally  incorporated  as  The  Epworth  League  Railway,  which 
later  changed  to  Ludlngton  &  Northern  Railway.  It  is  controlled  by  the 
Stearns  Salt  and  Lumber  Company  through  ownership  of  a  majority  of  its 
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outstanding  capital  stock.  On  the  other  hand,  the  records  reviewed  do  not 
Indicate  that  the  carrier,  itself,  controls  any  other  common-carrier  corporation. 
The  property  of  the  carrier  has  been  operated  by  its  own  organization 
the  date  each  section  of  road  was  completed  to  date  of  valuation. 


The  carrier  was  incorporated  March  12,  1805,  under  the  general  laws  of  the 
State  of  Michigan,  as  The  Epworth  League  Railway.  An  amendment  to  the 
articles  of  Incorporation  was  filed  with  the  secretary  of  state  of  Wisconsin 
on  July  18,  1901,  changing  the  name  to  the  Ludington  &  Northern  Railway. 
It  was  incorporated  for  the  stated  purpose  principally  of  promoting  the  welfare 
and  advancement  of  the  Epworth  League  Training  Assembly  and  of  trans- 
porting and  carrying  summer  tourists  between  Ludington  and  the  assembly 
grounds. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  owned  mileage  of  the  carrier,  amounting  to  7.853  miles,  was  all  acquired 
by  construction.  The  years  when  the  various  portions  of  the  line  were  con- 
structed are  indicated  in  the  following  statement : 

Recorded 

Portion  constructed :  mileage 

Ludington  to  Epworth,  Mich.,  1895-96- ._     2.000 

Epworth  to  Lake  Hamlin,  Mich.,  1901  4.000 

At  Hamlin  Lake,  Mich.,  1908   1.000 

Epworth  to  Sand  pit,  Mich.,  1915-16  1. 500 


Total    8.500 

Difference  between  total  recorded  mileage  and  mileage  inventoried  as  of 
date  of  valuation  0.647 


Mileage  inventoried  as  of  date  of  valuation  7.853 


Syndicating,  banking,  and  other  flnanical  arrangements. — The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  have  been  made  in 
connection  with  the  issuance  of  the  securities  of  the  carrier.  The  financial 
arrangements  of  the  carrier  include  the  Issuance  of  capital  stock  and  short-term 
notes  to  the  Stearns  Salt  and  Lumber  Company  in  liquidation  of  cash  ad- 
vances for  construction  and  for  additions  and  betterments.  The  carrier  has 
issued  its  securities  and  incurred  other  Indebtedness  under  conditions  and  for 
considerations  described  In  detail  in  the  paragraphs  of  this  section  devoted  to 
capital  stock,  long-term  debt,  and  other  obligations. 

Capital  stock  and  long-term  debt.— From  the  date  of  its  incorporation  to 
date  of  valuation,  the  carrier  has  Issued  capital  stock  and  long-term  debt  as  in- 
dicated by  its  records,  aggregating  $85,000  par  value,  of  which  $50,000  Is  actu- 
ally outstanding,  as  summarzed  in  the  following  table: 


Stock,  capital  stock,  par  value,  common  

Long-term  debt,  funded  debt,  par  value,  Issued. 


$15,000 
70,000 


Total.. 


"i 


8\000 


Acta  all 
outstan 


fling 


J3J5000 
35,000 


$15,000 
34.000 


50.000 
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Capital  stock. — The  authorized  capital  stock  of  the  carrier  is  $15,000  par 
value,  divided  into  shares  of  $25  each,  all  of  which  is  classed  as  common  stock. 
The  carrier  has  issued  capital  stock  for  the  following  recorded  considerations : 


Recorded 
value 

Par 
value 

Imed: 

$8,800 

8,200 

$8,800 
8,200 

15,000 

16.000 

 !  15,000 

Funded  debt. — The  carrier  has  issued  and  reacquired  funded  debt  in  exchange 
for  the  following  recorded  considerations : 


Consideration 

Recorded 
value 

Phi 

toned: 

Cash.  

$1,500 
5.000 
28,250 
35,250 

$1,500 
5,000 
28,250 
36,260 

70.000 

70,000 

Reacquired  aad  retired : 
Cash.. 

12.000 
5,000 

18.000 

12.000 
6.000 

18,000 

Amount  credited  In  account  with  Stearns  8alt  and  Lumber  Company  for  bonds 

35,000 

85,000 
35,000 

OnUtanding  ondate  of  valuation.  

The  funded  debt  actually  outstanding  on  date  of  valuation  consists  of  $35,000 
par  value  of  first-mortgage  6  per  cent  bonds,  dated  October  1,  1916,  due  October 
1,  1925. 

Short-term  notes. — The  carrier  has  issued  short-term  notes  of  $46,449.57  par 
value  to  date  of  valuation,  all  of  which  have  been  retired.  The  considerations 
recorded  as  passed  In  connection  with  the  issuance  and  retirement  of  these 
cotes  were  as  detailed  hereunder : 


Consideration 

Recorded 
value 

Par  value 

Issued: 

Accounts  payable   -  I."  

$4, 150.  00 
41, 850.  52 
449.06 

$4,150.00 
41,  850.  52 
449.06 

46.449.57  46,449.57 

Reacquired  and  retired: 

Cash  ..  ......  .  

14,073.46 
28,  250.00 
4.126.13 

14.073.46 
28,250  00 
4, 126.  IS 

Funded  debt  lamed  .............. 

Amounts  credited  In  various  accounts. 

46,449.67 

46,449.  57 
None. 
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RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  ns  shown  in  the  Income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ended  December  31,  1918,  and  for  the  period  July  3,  1895,  to  date  of  valua- 
tion, follows. 


Year 

Period 

Operating  Income: 

Railway  operating  revenue*.   

$35,  433.  4.3 
31,307.02 

$398,  910.  89 
360.3S2.57 

1,035.  hi 

07 
.70 

38.  52M.  32 
1,  t> »»-  * 
119.  13 

Railway  tax  accruals       

3UI.IM 

33,  57,5.  KH 

('..  471.  2 J 
Dr.  3.  549  22 

Nortojwrating  incomo: 

Dr.  47tf.  04 

Totid  

Dr.  479.  (M 

2,  940.  07 

3«,  490.  55 

117.  OJ 

Deductions  from  gross  income: 

Hire  of  equipment.  _  

4,  .302.  "2 

11.710.04 

3,905.00 
200.00 
91.48 
lH.llfi.6S 
21, 186.S1 

Rent  for  leased  ro:ids__   

100.00 
19.  48 
2,323.  17 
1,  90fi.  65 

K,<,',2.  02 

55.21(1.  01 

Net  deficit  _  _  

18,  713.  4<i 

Total  deficit   

K,  7;. J.  OS 

S.7r,9.  CJ»  |     IS,  713.  46 

For  the  period  from  July  3,  1895,  to  date  of  valuation,  the  aggregate  railway 
operating  expenses  have  been  90.3  per  cent  of  the  railway  operating  revenues 
and  for  the  period  of  nine  and  one-half  years  preceding  date  of  valuation, 
90.3  per  cent.  The  ratios  and  the  net  railway  operating  income  or  deficit  for 
the  years  ended  on  December  31,  for  1910  and  1911,  for  the  six  mouths  ended 
June  30,  1912,  for  the  years  ended  on  June  30.  from  1913  to  1910,  for  the 
six  months  ended  December  31,  1910,  for  the  years  ended  on  December  31 
for  1917  and  1918,  and  for  the  six  months  ending  on  date  of  valuation,  are 
given  in  the  table  below. 


Period 

Ratio 

.renou 

Ratio 

Year  1910  

68.8 
81.1 
140. 1) 

«8.7 
102.0 
111.1 

$6,102.63  , 
2, 70tl.  9*1 
1 2. 705. 80 

674.59 
'3.898.23 

Year  1916  

114.2 

77.6 
9S.  H 
97.1 
99.6 

1  $4,732.36 
6, 156. 85 
»  1,772  04 
'3,940.74 
'586.41 

Year  1011  

Year  1912  (6  months)  

Year  1917  

Year  1913  

Year  1918.  

Year  1914  

Year  1919  (6  months)  

»  Deficit. 
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Profit  and  loss  statcmcnt.—A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  July  3,  1895,  to  date  of  valuation,  follows. 

Credits: 

Profit  on  road  and  equipment  sold   $345.  88 

Miscellaneous  credits,  adjustments,  or  cancellation  of  balance 
sheet  account   12. 50 


Total   :if)8. 38 


Debits: 

Net  debit  balance  transferred  from  income  18,  713. 46 

Dividend  appropriation  of  surplus   8, 046.  00 

Loss  on  retired  road  and  equipment   1, 913.  72 

Miscellaneous  debits — 

Adjustments   or  cancellation   of  balance  sheet 

accounts   $800.  50 

Credit  balance  in  this  account  as  of  Jan.  1,  1901, 
transferred  to  the  road  and  equipment  invest- 
ment account  1,135.07 

  1,935.57 


Total   30, 608. 75 


Debit  balance  as  of  date  of  valuation  30. 250. 37 

An  examination  shows  that,  under  the  present  classification  of  accounts, 
certain  items  recorded  in  the  road  and  equipment  investment  account  would 
be  includible  in  the  profit  and  loss  account.  These  items,  grouped  according 
to  the  effect  their  adjustment  would  have  on  the  debit  balance  in  the  profit 
and  loss  account,  follow. 


Transferable  from  credits  to  road  and  equipment 
investment  account — 
Deductible  from  miscellaneous  debits,  credit  bal- 
ance in  profit  and  loss  account  as  of  Jan.  1, 
1901,  previously  transferred  to  the  road  and 

equipment  investment  account  $1,135.07 

Addable  to  miscellaneous  credits,   balance  in 

"ticket  account"    100.54 

 $1. 235.  61 

Increase : 

Transferable  from  charge  to  road  and  equipment  investment 
account,  addable  to  miscellaneous  debits,  balance  in  open 
account   20. 00 


Net  decrease  In  credit  balance   1, 215.  61 

If  the  profit  and  loss  accounts  of  the  carrier  were  adjusted  to  the  extent 
Indicated  above,  and  if  the  items  then  contained  therein  were  taken  at  their 
recorded  amounts,  the  debit  balance  In  the  profit  and  loss  account  would  be 
decreased  by  $1,215.61,  or  to  $29,034.76. 

Dividends.— The  carrier  has  declared  dividends  aggregating  $8,040,  during 
the  period  from  1897  to  1911,  all  of  which  was  charged  to  profit  and  loss.  The 
records  reviewed  do  not  indicate  that  these  dividends  declared  were  payable 
otherwise  than  in  cash,  except  $546,  which  was  payable  in  passenger  trans- 

116 1,  c.  a 


Digitized  by  Google 


210 


INTERSTATE  COMMERCE  COMMISSION  REPORTS 


portatlon.  The  dividends  declared  have  been  at  the  rates  per  annum  as  fol- 
lows :  Years  1897-1900,  2  per  cent ;  year  1911,  50  per  cent  During  the  period 
of  10  years  preceding  date  of  valuation,  a  dividend  has  been  declared  in  1911. 
averaging  for  the  entire  period,  5  per  cent  per  annum  on  a  constant  amount  of 
capital  stock  outstanding. 


INVESTMENT  IN  BOAD  AND  EQUIPMENT 


The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on  date 
of  valuation  is  stated  in  its  books  as  $72,456.98,  of  which  the  following  is  a 
general  analysis : 

For  road  constructed  and  additions  and  betterments,  not  separable.  $50, 670.  08 

Recorded  money  outlay  $53,348.27 

Less  retirements,  credited  at   2, 678. 19 

For  equipment  and  additions  and  betterments,  not  separable   23, 002.  51 

Recorded  money  outlay  $24,918.01 

Less  retirements,  credited  at   1, 915. 50 

Total  of  above  Items   73, 672.  59 

Other  items,  net  credit,  not  in  accordance  with  the  present  classifi- 
cation of  accounts : 
Credits- 
Transferable  to  proflt-and-loss  account,  miscel- 
laneous credits,  balance  In  ticket  account 

written  off   $100.54 

Transferable  to  proflt-and-loss  account  as  de- 
ductible from  miscellaneous  debits,  amount 
charged  to  proflt-and-loss  account  and  cred- 
ited to  road  and  equipment  investment 
account,  on  Jan.  1,  1901,  represent  credit 
balance  In  the  proflt-and-loss  account  as  of 
that  date   1,135.07 


1, 235.61 

Charge,  transferable  to  proflt-and-loss  account,  mis- 
cellaneous charges,  balance  in  open  account  writ- 
ten off     20. 00 

  1, 215.  61 


Total  recorded  as  of  date  of  valuation     72, 456.  98 

If  the  "  other  Items  "  set  out  in  the  above  general  analysis  were  eliminated, 
and  if  all  the  Items  then  included  therein  were  taken  at  their  recorded  values, 
the  recorded  investment  in  road  and  equipment  would  be  Increased  by  $1,215.61, 
or  to  $73,672.59.  The  balance  in  the  road  and  equipment  investment  account, 
if  adjusted  to  the  above  extent,  so  far  as  it  is  resolvable  into  the  kinds  of  con- 
siderations, would  comprise  the  following  classes  of  recorded  outlay : 

Recorded  money  outlay  $78, 266.  28 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  road  and  equip- 
ment retired,  credited  at   4.  593.  69 
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ORIGINAL  C08T  TO  DATS 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned  by 
the  carrier  and  used  for  common-carrier  purposes,  baa  not  been  definitely  de- 
termined. The  data  obtained  on  the  outlay  for  creating  and  improving  such 
property  are  those  found  in  the  road  and  equipment  investment  account  of  the 
carrier,  summarized  as  follows: 

Recorded  money  outlay  $78, 200  28 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  road  and  equipment 
retired,  credited  at   4,503.69 

Cost  of  land*. — The  carrier  reports  amounts  aggregating  $102.50  as  the  out- 
lays by  itself  and  its  predecessor  in  connection  with  lands  owned  or  used  by 
It,  including  noncarrier  lands,  and  that  the  proceeds  from  the  sale  of  parts  of 
parcels  of  such  lands  aggregate  $33.50.  A  verification  of  the  amounts  indicates 
that  the  reported  outlays  should  be  reduced  by  $16,  due  to  nominal  deed  con- 
siderations reported  as  costs.  The  returns  made  by  the  carrier  include  cer- 
tain lands  classified  as  carrier,  owned  and  used,  and  certain  lands  classified 
as  partly  carrier  and  partly  noncarrier,  owned  and  used,  for  which  nominal 
deed  considerations  only  are  reported.  The  amounts  reported  by  the  carrier 
as  costs  for  the  remaining  lands  owned,  after  making  the  changes  noted  above, 
are  made  up  of  substantial  considerations  named  in  deeds,  which  the  carrier 
returned  as  costs,  but  which  are  not  supported  by  accounting  records.  These 
amounts  and  the  proceeds  from  parts  of  parcels  sold,  both  classified  according 
to  the  classification  herein  of  the  lands  to  which  they  apply,  are  summarized 
as  follows : 


Amounts  not 
supported  by 
accounting 

Lands  classified  as  carrier,  owned  and  used  .  .  

F:om  which  should  be  deducted  the  portion.-,  not  definitely  determinable  ,of  the  above  that 

$86.50 
33.60 

In  addition  to  the  foregoing  the  carrier  uses  certain  lands  owned  by  the 
Fere  Marquette  Railway  Company  for  which  the  costs  have  not  been  ascer- 
tained.  All  of  the  above  lands  are  located  in  the  State  of  Michigan. 

Cost  of  machinery  and  equipment— The  carrier  reports  that  it  owns  nnd 
oses  19  units  of  equipment  and  1  roadway  machine,  with  costs  aggregating 
S22.713.87.  A  verification  of  the  returns  of  the  carrier  indicates  that  the 
camber  of  units  of  equipment  should  be  increased  by  one,  that  the  units  of 
roadway  machines  should  be  increased  by  one,  as  detailed  below: 


Description 

Units 

Amount 

Roadway  machines,  one  motor  car  and  one  push  car  inventoried  but  not  reported. 
Work  equipment,  locomotive  crane  transferred  from  roadway  machines  

^Total  

3 

1 

36,  goo 

3 
1 

0,000 
ft,  900 

Olfactions,  roadway  machines,  locomotive  crane  transferred  to  work  equipment.. 
Net  total  additions  

2 

lie  i.e.  c. 


Digitized  by  Google 


212  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


After  making  the  changes  noted  above  and  classifying  the  returns  accord- 
ing to  the  classification  herein  of  the  property  to  which  they  apply,  the  revised 
returns  are  summarized  as  follows: 


Classification 

Units 

Costs  sup- 
ported by 
accounting 
records 

2 

— 5  '■ 

Equipment: 

4 

7 
8 
1 

$8,354.87 
1.183.63 
6.275.37 
6,  900.00 

20 

22,713.87 

In  addition  to  the  foregoing  there  has  been  Inventoried  one  lot  of  small 
tools  classified  as  shop  machinery  for  which  no  costs  were  reported. 


MISCELLANEOUS  PHYSICAL  PBOPKKTY 

The  investment  of  the  carrier  in  miscellaneous  physical  property  on  date 
of  valuation  is  stated  in  its  books  as  $15,098.21,  representing  property  classified 


by  the  carrier  as  follows : 

Hamlin  resort  lands   $7, 390.  44 

Haskell  property   1, 195. 00 

Mears  property   591.98 

Phelan  property   1,229.00 

Pavilion  and  park   4,611.79 

Sundry  lands   80.00 


Total    15,098.21 


The  considerations  given  in  exchange  for  the  above-described  property  were 
not  determined.  The  carrier  did  not  indicate  in  its  report  of  lands  owned  the 
costs  of  these  lands. 

AIDS,  GIFTS,  GRANTS,  AND  DONATIONS 

The  carrier  made  no  report  of  aids,  gifts,  grants,  or  donations.  An  examina- 
tion of  the  records  does  not  Indicate  that  any  were  received.  The  report  of  the 
carrier  upon  the  cost  of  its  lands  shows  that  certain  lands  were  acquired  by 
it  through  deeds  that  recite  merely  nominal  considerations.  Since  the  records 
do  not  indicate  that  any  actual  payment  was  made  in  the  acquisition  of  these 
lands,  they  have  been  herein  designated  as  apparent  aids. 

MATERIAL  AND  SUPPLIES 

The  investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
is  stated  in  its  books  as  $046.45,  classified  as  follows: 


Five  pairs  trucks  $428.80 

Twelve  car  wheels   120.00 

Miscellaneous    97. 65 


Total   ___   646. 45 


No  Inventory  has  been  taken  of  the  above-described  material. 

116  I.  C.  C. 


Digitized  by  Go( 


LUDINGTON  &  NORTHERN  RY. 


213 


LEASED  RAILWAY  PROPERTY 

The  carrier  uses,  on  dflte  of  valuation,  facilities  owned  by  another  company  to 
the  extent  Indicated  in  the  statement  below.  The  description  of  the  property, 
the  period  and  terms  of  use,  and  the  rental  accrued  and  charged  to  income 
for  the  year  ended  December  31,  1918,  are  as  follows : 

Rental 

Solely  used,  but  not  owned,  owned  by  Pere  Murquette  Railway  Company, 
tracks,  1.970  miles  of  main  and  0.192  mile  sidings,  Ludington,  Mich.; 
terms,  one  year  from  June  10,  1917,  and  thereafter  subject  to  30 
days'  notice,  rental,  $100  per  year  and  additional  taxes  $100 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  June  30,  1919,  is  as 
follows : 


iBTestments : 

Investment  in  road  and  equipment  $72, 450. 98 

Miscellaneous  physical  property   15, 098. 21 


Total   87,555.19 


Current  assets: 

Cash   _  8, 932. 34 

Loans  and  bills  receivable   405.00 

Traffic  and  car-service  balances  receivable  .  2, 362. 23 

Miscellaneous  accounts  receivable   245.23 

Materials  and  supplies...      640.45 

Other  current  assets   GOO.  00 


Total    a  191.  25 


Grand  total   95,  746. 44 

LIABILITIES 

Stock,  capital  stock   15,000.00 


Long-term  debt,  funded  debt  unmatured   35,000.00 


Current  liabilities : 

Audited  accounts  and  wages  payable   822. 67 

Miscellaneous  accounts  payable   46,551.03 

Unmatured  interest  accrued   525.00 

Total  _        47.  898. 70 

Unadjusted  credits : 

Tax  liability     254.54 

Insurance  and  casualty  reserves   2,810.89 

Accrued  depreciation,  road   14,845.32 

Accrued  depreciation,  equipment  _    6, 96a  16 

Accrued  depreciation,  miscellaneous  physical  property   3, 22a  20 

Total   28,  098. 11 


Corporate  surplus,  profit  and  loss,  debit  balance   30,  250. 37 

Grand  total     95,  740.  44 
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APPENDIX  8 

ANALYSIS  OF  MKTHOD8  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  Include,  usually,  three  parts:  First,  the 
Investment  In  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and  third,  a  buffer 
fund  of  cash  constantly  on  band  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expense? 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses  which 
has  been  collected,  has  reached  the  treasury,  and  has  become  available  for 
paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners  or  secured  in  part  on  occasion  through  bank  losses,  or  in  part  by 
impounding  that  portion  of  maturing  revenue  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  which  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period  there  will  be  met  from 
maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the  proportion 
of  all  accrued  revenues  from  service  within  the  period  that  reaches  the  treasury 
within  that  period.  The  remaining  proportion  of  operating  expenses  will  be 
the  measure  of  the  cash  working  capital  actually  used  to  meet  expenses  in 
advance  of  the  receipt  of  the  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.  The  factors  affecting  cash  working  capital  are  as  follows :  The  rela- 
tive amount  of  revenue  from  the  various  classes  of  service;  the  elapsed  time 
from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the  revenues 
for  the  service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty 
cars  to  the*  point  of  loading,  the  time  consumed  In  loading,  and  the  time  the 
receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges  collected  at 
destination,  in  addition,  the  time  for  movement  under  load,  the  time  consumed 
in  unloading,  and  the  credit  period  for  payment  of  charges ;  the  relative  amount 
of  operating  expenses  for  various  purposes;  and  the  elapsed  time  from  the 
beginning  of  the  accrual  of  such  respective  expenses  to  the  time  when  they 
must  be  paid.  The  factors  in  most  cases  represent  the  experience  of  all  Class  I 
carriers  and  in  a  few  cases  consist  of  specially  assembled  data  from  the  experi- 
ence of  territorially  scattered  carriers  that  represent  over  40  per  cent  of  the 
operating  expenses  of  all  Class  I  carriers.  For  material  and  supplies,  considera- 
tion has  been  given  to  the  average  book  value  of  the  stock  carried  by  nil  Class  I 
and  Class  II  carriers  on  June  80,  for  the  years  1914-1916,  and  to  the  fact  that 
some  of  this  stock  is  held  for  additions  and  betterments  and  new  construction 
aud  that  some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
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anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  nbont  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  the  commission  apply,  to 
the  difference  between  the  factors  applicable  to  those  roads  and  the  average  of 
factors  applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These 
differences  are  in  respect  to  the  relative  amount  of  revenues  from  passenger 
and  freight  service,  and  the  average  haul  of  freight  and  the  ratio  between  empty 
and  loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the 
revenues  from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of 
i  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
Is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's  com- 
mon-carrier property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases,  the  value  found  for  working  capital  is  the 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

The  special  data  for  this  carrier  necessary  to  adapt  the  average  results  for 
all  railroads  to  the  peculiar  circumstances  of  this  one  are  not  obtainable  from 
its  annual  reports  to  the  commission.  In  the  absence  of  such  information 
it  is  found,  on  the  basis  of  the  experience  of  carriers  generally,  that  the  work- 
ing capital  owned  and  used  for  common-carrier  purposes  on  date  of  valuation 
by  the  carrier  Is  $3,790. 
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Valuation  Docket  No.  634 
CAMPBELL'S  CREEK  RAILROAD  COMPANY 


Su bmitted  November  2,  1925.   Decided  September  13,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Campbell's  Creek 
Railroad  Company,  owned  and  used  for  common-carrier  purposes,  found  to 
be  $330,215,  as  of  June  30,  1918,  and  of  property  used  but  not  owned,  $2,S10. 

Retort  of  the  Commission 
Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
Bt  Division  1 : 

The  Campbell's  Creek  Railroad  Company,  hereinafter  called  the 
carrier,  is  a  corporation  of  the  State  of  West  Virginia.  It  owns 
and  operates  a  single-track  standard-gauge  steam  railroad,  extending 
from  Dana,  W.  Va.,  to  Putney,  W.  Va.,  a  distance  of  13.454  miles. 
It  also  owns  2.911  miles  of  yard  tracks  and  sidings. 

By  our  order  of  June  5,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30,  1918,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  tentative  valuation  will  be  made  final. 

Order 

Entered  September  13,  1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commis- 
sion under  and  in  compliance  with  the  authority  conferred  and  the 
duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce  act, 
was  duly  given  to  said  carrier  and  to  the  Attorney  General  of  the 
United  States,  the  Governor  of  West  Virginia,  and  the  Public  Serv- 
ice Commission  of  West  Virginia; 
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It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a:  * 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Campbell's  Creek  Rail- 
road Company  as  of  June  30,  1918: 

Location  and  general  description  of  property. — The  railroad  of 
the  Campbell's  Creek  Company,  hereinafter  called  the  carrier,  is  a 
single-track  standard-gauge  steam  railroad  extending  eastwardly 
from  Dana  to  Putney,  W.  Va.,  a  distance  of  13.454  miles.  The 
carrier  wholly  owns  and  uses  16.365  miles  of  all  tracks,  which  are 
classified  in  the  trackage  statement  in  Appendix  1.  The  carrier 
is  an  industrial  railroad.  It  reports  that  during  the  year  1918  it 
handled  444,379  tons  of  revenue  freight,  of  which  436,920  tons 
represented  products  of  mines,  most  of  which  was  coal  received  from 
the  controlling  interest,  the  Campbell's  Creek  Coal  Company. 

Capitalization, — The  carrier  has  outstanding,  on  date  of  valua- 
tion, a  total  par  value  of  $303,000  in  stock  and  long-term  debt,  of 
which  $20,500  represents  common  stock  and  $282,500  funded  debt. 

Results  of  corporate  operations. — For  the  period  from  January 
1,  1904,  to  date  of  valuation,  the  aggregate  railway  operating  ex- 
penses have  been  88.9  per  cent  of  the  railway  operating  revenues. 
No  dividends  have  been  paid. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation,  is  stated 
in  its  books  as  $318,089.51.  With  readjustments  required  by  our 
accounting  examination,  this  amount  would  be  reduced  to  $297,599.76, 
of  which  $171,867.59  and  $77,800,  less  an  undetermined  portion 
thereof  assignable  to  offsetting  items  recorded  at  $13,063.49,  repre- 
sent the  recorded  value  and  par  value,  respectively,  of  two  classes 
of  funded  debt  issued,  the  money  value  of  which  at  the  time  of  the 
transaction  we  are  not  able  to  report  because  it  has  been  impossible 
to  obtain  the  information. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  wholly  owned  and  used  by  the  carrier,  delud- 
ing its  portion  of  jointly  owned  minor  facilities,  are  $381,418  and 
$299,566,  respectively.  These  amounts,  classified  in  conformity  with 
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the  classification  of  expenditures  for  road  and  equipment  as  pre- 
scribed by  us,  are  shown  in  the  summary  sheet,  which  is  a  part  of 
Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  97.92  acres  of  lands.  The  original  cost 
of  these  lands  can  not  be  ascertained,  as  the  necessary  accounting 
records  are  not  obtainable.  Data  on  their  original  cost  will  be 
found  in  Appendix  2.  The  area  and  present  value  of  the  carrier 
lands  owned  or  used  are  found  to  be — 


Olfisslflciit  lot) 

Acres 

Prose  nt 
valoe 

07.02 
2  81 

»f702 

2,810 

inn  -pa 

0,792 

i  n  Am 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to 
later  dates,  in  accordance  with  the  requirements  of  the  valuation  act, 
the  final  value  herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  carrier  owns  and  holds  cash  on  hand  and  material  and  supplies 
in  the  amount  of  $15,128.  Of  this  amount  $10,215  is  necessary  for  its 
use  as  working  capital  and  that  sum  is,  therefore,  included  in  the 
final  value  stated  elsewhere  in  this  report.  The  remainder,  $4,913,  is 
owned  and  held  by  the  carrier  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
reports  that  it  has  received  no  aids,  gifts,  grants  of  rights  of  way,  or 
donations,  and  none  were  found  of  record. 

Material  and  supplies. — Hie  book  value  of  material  and  supplies 
on  hand  on  date  of  valuation  is  shown  in  the  records  of  the  carrier  as 
$9,958.03. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bearing 
upon  the  values  here  reported,  the  values,  for  rate-making  purposes, 
of  the  property  of  the  carrier,  owned  or  used,  devoted  by  it  to  com- 
mon-carrier purposes,  are  found  to  be  as  follows : 
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Wholly  owned  and  used  $330, 216 

Used  but  not  owned,  leased  from  private  parties   2,810 

Total  owned   830,215 

Total  used        383,026 

■ 

The  sum  of  $10,215  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  including  material 
and  supplies.  No  other  values  or  elements  of  value  to  which  specific 
sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduc- 
tion new  and  cost  of  reproduction  less  depreciation  above  set  forth, 
in  conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  carrier ;  moneys  received  by  reason  of  issues 
of  stocks,  bonds,  and  other  securities,  together  with  the  syndicating, 
banking,  and  other  financial  arrangements  attending  their  issues; 
the  net  and  gross  earnings;  a  statement  of  the  expenditures  of 
moneys  accompanied  by  a  statement  of  the  purposes  thereof;  the  de- 
velopment of  fixed  physical  property ;  investment  in  road  and  equip- 
ment; the  cost  of  lands,  rights  of  way,  and  terminals;  the  general 
balance  sheet  statement ;  and  other  pertinent  information.  Appendix 
3  is  a  statement  of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad ,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  difference 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
West  Virginia,  the  State  in  which  the  carrier  operates,  give  the 
details  respecting  the  figures  here  reported,  and  are  on  file  in  the 
Bureau  of  Valuation  of  the  commission,  open  to  public  inspection, 
and  subject  to  the  direction  of  Congress.  These  reports  are  referred 
to  for  greater  particularity  as  to  the  matters  herein  stated. 


APPENDIX  1 


The  track  mileage  of  the  carrier  is  classified  as  wholly  owned  and  used, 
first  main  track,  13.464  miles;  yard  tracks  and  sidings,  2.911  miles;  all  tracks, 
16.366  miles. 
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TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connection  for  the  interchange  of  traffic  with  the  line 
of  The  Kanawha  and  Michigan  Railway  Company  at  Dana. 


The  railroad  follows  the  valley  of  Campbell's  Creek  the  entire  length  of  its 
line.   The  region  is  rough  and  broken. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

Coal  mining  is  the  principal  industry. 


The  carrier  owns  and 
8  passenger-train  cars. 


EQUIPMENT 

3  steam  locomotives,  190  freight-train  cars,  and 


ENGINEERING   AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47.  exclusive  of  account  2.  Interest  during  construction 
has  been  estimated  for  one-half  the  construction  period  of  eight  months,  plus 
three  months,  at  6  per  cent  per  annum  on  all  road  and  general  expenditures 
accounts  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  three  months  at  6  per  cent  per  annum. 


Wholly  owned  and  used,  including  carrier's  portion  of  jointly  owned  minor 

facilities 


Ac 
count 


Cost  of  re- 
production 

Dt'W 


Cost  of  re» 
production 
less  depre- 


— 


l 

:< 
f. 
S 
9 
10 
11 
12 
;;; 
16 
18 
i: 
18 
20 
87 
38 
44 


51 

53 
M 


I.  BOAD 

Engineering    

Grading   

Bridges,  trestles,  and  culverts  

Ties  .  

Rails  

Other  track  material  

Ballast   

Tracklaving  and  surfacing  

RiRht-of-way  fences  . .  _  _  

Crossings  and  sign*    

Station  and  office  buildings   

Roadway  buildings    

Water  stations   .  

Shops  and  engine  bouses...   

Roadway  machines  

Roadway  small  tools  

8hop  machinery  

Total,  Land  3  to  47,  Inclusive  

0.  EQUIPMENT 

Steam  locomotives  

Freigbt-train  cars  

Passenger -train  cars  

Total*  61  to  68,  inclusive  


SS,  533 
60,246 
10,046 
29,698 
38,677 
9,429 
5,773 
20,822 
4. 153 
676 
4,222 
395 
1, 824 
14,071 
648 
225 
3,927 


28,722 
114,238 
3,191 


146, 161  | 


18,633 
68.909 

8,189 
14.799 
31.814 

6,832 

2,887 
13.611 

2,077 
399 

a,  ioo 

212 
1.313 
10, 488 
424 
113 
2,306 


175,006 


18,733 
93.029 
2,232 


113,994 
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Wholly  oicned  and  used, 


including  carrier* '»  portion  of  jointly  owned  minor 
fac  Hit  ics — Con  t  i  nued 


Ac- 


Cost  of  re 
production 


Cost  of  re- 
production 
less  depre- 


71 

72 
73 
74 
75 
77 


Organisation  expenses  _  

General  olfiwrB  and  clerks   

Law.       

Stationery  and  printing   

Tales    

Other  expenditures,  general  

Interest  during  construction ...   

Total.  71  to  77,  inclusive  

Grand  total,  1,  and  3  to  77,  inclusive  


$3.  X& 


10.074 


12.620 
7.937 


13.  402 


10.666 
- 


3*1,418 
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INTRODUCTORY 


The  carrier  is  a  corporation  of  the  State  of  West  Virginia,  having  its 
principal  office  at  Dana,  W.  Va.  Although  the  carrier  acquired  title  to  its 
original  property  on  December  1,  1903,  it  did  not  commence  recording  the 
results  of  the  operations  of  its  property  in  its  books  until  January  1,  1904. 
The  accounting  data  In  this  report,  therefore,  cover  the  period  from  Janu- 
ary 1,  1904.  The  records  reviewed  do  not  indicate  that  the  carrier  is  con- 
trolled by  any  individual  or  corporation  on  date  of  valuation,  nor,  on  the 
other  hand,  that  it  controls  any  other  common-carrier  corporations.  The 
property  of  the  carrier  has  been  operated  by  its  own  organisation  from 
January  1,  1904,  to  date  of  valuation. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  January  16,  1901,  under  the  general  laws  of 
the  State  of  West  Virginia,  for  the  purpose  of  constructing  and  operating  a 
railroad  from  a  connection  with  the  railroad  of  The  Kanawha  and  Michigan 
Railway  Company  at  Dana,  W.  Va.,  to  Putney,  W.  Va.  The  date  of  organiza- 
tion of  the  carrier  was  March  20,  1901. 


The  owned  mileage  of  the  carrier,  extending  from  Dana  to  Putney,  W.  Va., 
a  distance  of  13.454  miles,  was  all  acquired  by  direct  purchase  on  December  1, 
1903,  from  the  Campbell's  Creek  Coal  Company.  The  date  the  property  was 
constructed  was  not  obtained. 


HISTORY  OK  CORPORATE  FINANCING  , 

Syndicating,  banking,  and  other  financial  arrangements.— The  records 
of  the  carrier  do  not  indicate  that  any  syndicating  arrangements  were 
made  in  connection  with  the  issuance  of  its  securities.  The  financial 
arrangements  of  the  carrier  have  included  the  issuance  of  a  portion  of  its 
securities  to  the  Campbell's  Creek  Coal  Company  for  the  purchase  of  property 
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and  for  funds  for  the  operations  of  its  road.  The  carrier  has  issued  its  securi- 
ties and  incurred  other  indebtedness  under  conditions  and  for  considerations 
described  in  detail  in  the  paragraphs  of  this  section  devoted  to  capital  stock, 
long-term  debt,  and  other  obligations. 

Capital  stock  and  long-term  debt.— From  January  1,  1904,  to  date  of  valua- 
tion, the  carrier  has  issued  capital  stock  and  funded  debt,  as  indicated  by  its 
records,  aggregating  $346,991.64  par  value,  of  which  $323,000  are  actually  out- 
standing. Of  the  funded  debt  actually  outstanding.  $20,000,  is  mature  but  has 
not  been  presented  for  payment.  The  details  are  summarized  in  the  following 
table  : 


Capital  stock,  par  value,  common  I  $20.  500.  00 


Funded  debt,  par  value,  unmatured,  issued. 
Mutured,  but  unpaid,  Issued  


Grand  total. 


301.  491.  04     $23,99!.  04 


20,000.00  ! 


346,991.  A4 


23,991.64 


Actually 
outstand- 
ing 


$20,500.  00 
282,  .S00.  00 
20,000.00 


3^3,  000.  00 


Capital  xtock.— The  authorized  capital  stock  of  the  carrier  is  $25,000  par 
value,  divided  into  shares  of  $100  par  value  each  and  classified  as  common 
stock.  Of  the  authorized  stock,  $20,500  par  value  was  issued  without  apparent 
considerations  and  was  charged  $10.25  to  the  profit  and  loss  account  and 
$20,480.75  to  the  road  and  equipment  investment  account.  The  capital  stock 
issued  is  all  actually  outstanding. 

Funded  debt.— The  carrier  has  Issued  and  reacquired  funded  debt  in  ex- 
change for  the  following  recorded  considerations: 


Property  acquired  from  tho  Campbell's  Creek  Coal  Company. 


Unappuriioned  part  of  equipment. 
Total  issued  for  considerations. . 


Recorded 
value 


Par  viduo 


"JiKi?  J***000  00 

77,800.00  77,800.00 
40,601.04 


32rt,  491.64 
23,991.64 


32fi,  491.64 
23.  08L  64 


302,  500.  00 


Incident  to  the  issuance  of  its  funded  debt,  the  carrier  incurred  expense  in  the 
amount  of  $220.20,  which  was  charged  to  operating  expenses. 
A  statement  of  funded  debt  actually  outstanding  on  date  of  valuation  follows: 


Title 


Actually 
outstanding 


1,  Issued: 

First-mortgage,  5  per  cent  bonds,  due  January  1,  1924  

Equipment  6  per  cent  notes,  due  on  or  before  May  23,  1924)  

Six  per  cent  notes,  dated  June  30,  1914,  due  annually  to  June  30,  1922.. 


$20s,  000 

54.500 
20,000 


Total  unmatured 
Matured  but  unpaid. 
Of  Valuation  


Grand  total  


6  per  "cent  notes/dated  June  30,"  1914^  due"  'aanuaUy  "to  dato 


282,600 
20,000 


302,  500 
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Short-term  notes. — The  carrier  issued  $12,000  par  value  of  short-term  notes 
for  cash  at  par.   These  notes  have  all  been  retired  with  cash  at  par. 

ULT8  OF  CORPORATE  OPERATIONS 


The  results  of  corporate  operations  as  shown  In  the  income  and  profit  and 
loan  accounts  of  the  carrier  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  January  1,  1004,  to  date 
of  valuation,  follows. 


Year 


Period 


Operating  income: 

Railway  operating  revenues    -        Ml.  °Q    $883,  844.  55 

    *   <>,,(M4.  -VT  780,671.00 


Net  deficit  from  railway  operations  . _      I\  403.  48 

Net  revenue  from  railway  operations      ----- — 

Railway  tax  accruals       ,  2,753.02 

Uncollectible  railway  revenues  -   


Total  oporatfnp  deficit.  - 


Nonoperating  income: 

Hire  of  equipment   

Income  from  unfunded  securities  and  norountf 
M  iscellaneous  i  ncome   .  -  -  


21,  24(5.  50 


97.  273.  r,r, 
18,017.  !* 
X  50 


78,  ft,",2.  87 


16,  190.  35 

:m  40 


28,  733.  57 
1,043.  11 
50.00 


Total..  

Gross  deficit.. 


If).  550.  HI 


20.  826.  68 


Deductions  from  gross  Income: 

Hire  of  equipment  

Interest  on  funded  debt  — 
Interest  on  unfunded  debt. 


4,  OSrt.  69 


15,  WO,  71 


108,  470.  55 


2. 372.  80 
167.  008.  43 

281. :» 


Total  

Net  deficit 


15.  S30.  71 


    20.517.40 

Disposition  of  net  Income,  income  deriit  buluiur  transferred  to  profit  :md        ...     20,517.  411 


16'j,662.  62 

r.i.iw  n? 

61,  1W.  07 


Profit  and  loss  statement. — A  condensed  summary  of  the  profit  and  loss  ac- 
counts for  the  period  January  1,  1904,  to  date  of  valuation,  follows : 
Credits,  profit  on  road  and  equipment  sold   $50.  00 


Debits: 

Net  debit  balance  transferred  from  income  

Stock  discount  extinguished  through  surplus  


61, 183. 07 
10.25 


Total  _ 
Debit 


61, 103.  32 


as  of  date  of  valuation  61, 143. 32 

carrier  has  declared  no  dividends  to  date  of  valuation. 

INVESTMENT  IN  BO  AO  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation  is  stated  In  its  books  as  $318,089.51,  of  which  the  following 
Is  a  general  analysis: 

For  property  acquired  from  the  Campbell's  Creek  Coal  Company, 
unapportioned  part  of  $208,000  par  value  of  bonds,  issued  for  both 

cash  in  the  amount  of  $36,132.41  and  property  recorded  at  $171, 867. 59 
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For  additions  and  betterments,  recorded  money  outlay : 

Road  $16,587.16 

Equipment     44, 408. 50 

«0,  095. 66 

Equipment  notes  issued  at  par  value     77, 800. 00 

 . —  $138, 795.  66 

Total  of  the  above  Items    310,663.25 

Less  retirements,  equipment  credited  at   13,063.49 

Net  of  above  items   297, 599. 76 

Other  items,  charges  not  in  accordance  with  the  present  classifica- 
tion of  accounts,  transferable  to  balance  sheet  account  Dis- 
count on  Capital  Stock     20,489.75 


Total  recorded  as  of  date  of  valuation   318, 089. 51 

If  the  "  other  item "  set  out  in  the  above  general  analysis  were  eliminated, 
and  if  all  the  items  remaining  were  taken  at  their  recorded  values,  the  balance 
in  the  road  and  equipment  Investment  account  would  be  reduced  by  $20,489.75, 
or  to  $297,599.76.  This  adjusted  amount  would  be  the  result,  on  the  one  hand,  of 
gross  outlays  that  consist,  in  part,  of  considerations  other  than  cash  recorded 
at  $249,667.59  and,  on  the  other  hand,  of  an  item  deductible  from  the  gross 
outlays  and  recorded  at  $13,063.49,  but  not  specifically  deductible  at  the  re- 
corded amount.  The  cash  value  at  the  time  of  the  transactions  of  the  con- 
siderations other  than  cash  and  of  the  item  deductible  from  the  gross  outlays 
is  not  known  and  can  not  be  definitely  determined.  The  balance  in  the  road 
and  equipment  investment  account,  if  adjusted  to  the  above  extent,  so  far  as 
it  is  resolvable  into  the  kinds  of  considerations,  would  comprise  the  following 
classes  of  recorded  outlay : 

Recorded  money  outlay  $60,995.66 

Unapportioned  part  of  $208,000  par  value  of  bonds,  issued  for  both 

cash  in  the  amount  of  $36,132.41  and  property,  recorded  at   171, 867. 59 

Equipment  notes  issued  at  par  value   77, 800. 00 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  retirements  of  equip- 
ment, credited  at   13, 063. 49 

O  RIO  I  IT  A  L  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  For  the  13.454  miles  of  road  constructed  by  the  Campbell's  Creek 
Coal  Company,  predecessor  in  ownership,  no  accounting  or  construction  records 
of  the  outlays  for  its  original  construction  have  been  found.  The  data  obtained 
on  the  outlay  for  additions  and  betterments  to  the  entire  property  are  those 
found  in  th£  road  and  equipment  investment  account  of  the  carrier,  summarized 
as  follows : 

Recorded  money  outlay  $60, 995. 66 

Equipment  notes  Issued  at  par  value   77, 800. 00 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays,  respectively,  represent  equip- 
ment retired  and  credited  at   13. 063. 49 
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Cott  of  land*.— The  carrier  reports  an  amount  of  $3,340.85  as  the  outlay,  by 
It  in  connection  with  lands  owned  and  used  by  it.  This  amount  represents  the 
estimated  portion  assigned  to  lands  of  the  amount  of  $171,867.59  charged  to 
road  and  equipment  Investment  account  for  the  property  acquired  from  the 
Campbell's  Creek  Coal  Company,  as  heretofore  described,  and  is  therefore 
eliminated  from  the  return.  Examination  of  the  return  shows  that  these  lands 
were  acquired  for  railroad  purposes  by  the  Campbell's  Creek  Coal  Company  for 
considerations  recited  in  deeds  amounting  to  $1,299.36.  The  return  of  the 
carrier  also  includes  one  parcel  of  land  used  by  it  under  lease  for  common- 
carrier  purposes,  but  owned  by  the  Campbell's  Creek  Coal  Company.  In  addi- 
tion to  the  above  lands  the  carrier  acquired  a  right  to  cross  the  Kanawha  & 
Michigan  Railway,  which  has  not  been  reported.  All  the  lands  owned  and 
used  by  the  carrier  have  been  classified  as  used  for  carrier  purposes  and  are 
located  in  the  State  of  West  Virginia. 

Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  197  units  of  equipment,  9  roadway  machines,  and  certain  machinery,  with 
costs  aggregating  $149,408.99.  A  verification  of  the  returns  of  the  Campbell's 
Creek  indicates  that  the  number  of  units  of  equipment  should  be  reduced  by 
one  and  that  the  costs  should  be  reduced  by  $305.76,  as  detailed  below : 


Description 

Units 

Deductions,  miscellaneous  equipment,  inventoried  to  ahop  and  engine  houses  

 -  -  —  - 

131.70 

1 

337  40 

1 

305.  76 

After  making  the  changes  noted  above  and  classifying  the  returns  accord- 
ing to  the  classification  herein  of  the  property  to  which  they  apply,  the  revised 
returns  are  summarized  as  follows : 


Classification 

*  r 

« 

Uuits 

Costs  sup- 
ported by 
accounting 
records 

Costs  esti- 
mated 1 

Machinery: 

9 

1300.00 
2, 1«2.  55 

$170.00 
1,030.00 

2,  55Z  55 

i.m  oo 

Equipment: 

3 
190 
3 

27,  400. 00 
114.750.58 
3,  191.  10 

 *• 

198 

145,350  08 

«  Amounts  estimated  by  the  carrier  or  otherwise  not  supported  by  nocounting  records. 


AIDS,  GIFTS,   GRANTS,  AND  DONATIONS 

The  carrier  reports  that  it  has  not  received  any  aids,  gifts,  grants,  or  dona- 
tions, and  none  were  found  of  record. 

MATERIAL  AND  SUPPLIES 

The  investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
is  stated  in  its  books  as  $9,958.03.   An  inventory  taken  by  the  accounting  de- 
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lmctment  on  date  of  valuation  showed  material  and  supplies  on  hand  as  stated 
above. 

LEASED  RAILWAY  PROPERTY 

The  carrier  jointly  owns  and  jointly  uses  with  The  Kanawha  and  Michigan 
Railway  Company  a  combination  passenger  and  freight  station  at  Dana,  W.  Va. 
The  records  reviewed  do  not  indicate  that  any  rentals  are  received  or  paid  in 
connection  with  the  use  of  this  property. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 


is  as  follows: 

ASSETS 

Investments,  investment  in  road  and  equipment  $318, 089.  51 


Current  assets: 

Cash     5, 170. 14 

Miscellaneous  accounts  receivable   5,333.59 

Material  and  supplies   9,958.03 


Total   -      20,461.27 


Grand  total-  -  -    -  338,551.27 

LIABILITIES 

Stocks,  capital  stock  __   20.500.00 

Long-term  debt,  funded  debt  unmatured   282,  500. 00 


Current  liabilities: 

Audited  accounts  and  wages  payable   2, 146.  47 

Miscellaneous  accounts  payable   390.  70 

Interest  matured  unpaid     7,  718. 71 

Funded  debt  matured  unpaid   20,000.00 


Total   30,  255.  88 


Unadjusted  credits: 

Tax  liability   769.29 

Accrued  depreciation,  road   17,193.45 

Accrued  depreciation,  equipment-.    48,475.97 


Total   66, 438. 71 

Corporate  surplus,  profit  and  loss,  debit  balance   61, 143. 32 


Grand  total   _   338,551.27 


APPENDIX  3 

ANALYSIS  OF  METHODS  FOB  DETER  MINING  WORKING  CAPITAL 

Working  capital  is  understood  to  Include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
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fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  Inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  In  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  Is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses  which 
has  been  collected,  has  reached  the  treasury,  and  has  become  available  for 
paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practical  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met  from 
maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the  propor- 
tion of  all  accrued  revenues  from  service  withiu  the  period  that  reaches  the 
treasury  within  that  period.  The  remaining  proportion  of  operating  expenses 
will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet  expenses 
hi  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between 
the  available  revenues  and  the  expenses  within  any  period.  Also,  considera- 
tion has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.  The  factors  affecting  cash  working  capital  are  as  follows :  The 
relative  amount  of  revenue  from  the  various  classes  of  service,  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  movement 
of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the 
time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges 
collected  at  destination,  in  addition,  the  time  for  movement  under  load,  the 
time  consumed  in  unloading,  and  the  credit  period  for  payment  of  charges;  the 
relative  amount  of  operating  expenses  for  various  purposes,  and  the  elapsed 
tune  from  the  beginning  of  the  accrual  of  such  respective  expenses  to  the  time 
when  they  must  be  paid.  The  factors  in  most  cases  represent  the  experience 
of  all  Class  I  carriers  and  In  a  few  cases  consist  of  specially  assembled  data 
from  the  experience  of  territorially  scattered  carriers  that  represent  over  40 
per  cent  of  the  operating  expenses  of  all  Class  I  carriers.  For  material  and 
supplies,  consideration  has  been  given  to  the  average  book  value  of  the  stock 
carried  by  all  Class  I  and  Class  II  carriers  on  June  30,  for  the  years  1914- 
1916,  and  to  the  fact  that  some  part  of  this  stock  is  held  for  additions  and 
betterments  and  new  construction  and  that  some  part  represents  more  or  less 
obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  Indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  Is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  Individual  roads,  consideration  Is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
plicable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
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service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and  loaded 
car  movement  In  their  effect  upon  the  elapsed  time  before  the  revenues  from 
each  class  of  service  are  In  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common -carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other  than 
those  lying  in  the  performance  of  common-carrier  service  must  be  considered 
for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of  a  com- 
mon carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation  is 
less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
affiliated  companies  or  to  other  special  circumstances,  the  carrier's  common- 
carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases,  the  value  found  for  working  capital  is  the 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  date  of  valuation,  it  is  found  that  the 
working  capital  used  for  common-carrier  purposes  during  that  period  averaged 
1120  per  cent  of  the  annual  operating  expenses.  Applying  that  percentage  to 
the  annual  operating  expenses  as  of  date  of  valuation,  determined  to  be  $01,200 
according  to  the  trend  of  operating  expenses  during  the  preceding  four  years, 
it  is  found  that  the  working  capital  used  for  common-carrier  purposes  on  date 
of  valuation  is  $10,215. 
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Valuation  Docket  No.  786 
BAY  TERMINAL  RAILROAD  COMPANY 


Submitted  March  SI,  1926.    Decided  September  IS,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Bay  Terminal 
Railroad  Company,  owned  and  used  for  common-carrier  purposes,  found 
to  be  $225,544,  as  of  June  30,  1917,  and  of  property  used  but  not  owned, 
$140,580. 

Report  op  the  Commission 

Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 
Bt  Division  1 : 

The  Bay  Terminal  Railroad  Company,  hereinafter  called  the 
carrier,  is  a  corporation  of  the  State  of  Ohio.  It  owns  and  operates 
a  single-track  standard-gauge  steam  switching  railroad  in  the  city 
of  Toledo,  Ohio.  Its  road  embraces  3.504  miles  of  all  tracks  owned. 

By  our  order  of  May  11,  1925,  entered  in  this  proceeding,  we 
completed  the  tentative  valuation,  as  of  June  30, 1917,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  tentative  valuation  will  be  made  final. 

Order 

Entered  September  IS,  1926 

It  appealing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  Ohio,  and  the  Public  Utilities  Commission  of 
Ohio; 
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It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to  be, 
the  final  valuation  of  the  property  of  the  Bay  Terminal  Railroad 
Company  as  of  June  30, 1917 : 

Location  and  general  description  of  property. — The  railroad  of 
the  Bay  Terminal  Railroad  Company,  hereinafter  called  the  carrier, 
is  a  single-track  standard-gauge  steam  railroad,  located  in  the  State 
of  Ohio.  It  performs  a  switching  service  only.  The  owned  mileage 
extends  from  Rockwell  Junction  northerly  to  Navarre  Avenue,  To- 
ledo, a  distance  of  1.129  miles.  The  carrier  also  owns  and  uses 
2.375  miles  of  yard  tracks  and  sidings.  Its  road  thus  embraces  3.504 
miles  of  all  tracks  owned. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding,  on 
date  of  valuation,  a  total  par  value  of  $239,911.87  in  stock  and  long- 
term  debt,  of  which  $100,000  represents  common  stock  and  $139,- 
911.87  nonnegotiable  debt  to  affiliated  companies. 

Results  of  corporate  operations. — For  the  period  from  March  15, 
1895,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  230.2  per  cent  of  the  railway  operating  revenues.  During 
the  period  of  10  years  preceding  date  of  valuation  a  cash  dividend 
of  55  per  cent  was  declared  in  1910,  averaging  for  the  entire  period 
5.5  per  cent  per  annum  on  the  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  car- 
rier in  road  and  equipment,  including  land,  on  date  of  valuation  is 
stated  in  its  books  as  $325,416.82.  If  readjustments  were  made,  this 
amount  would  be  increased  to  $334,550.03,  detailed  in  Appendix  2, 
of  which  $333,440.53,  less  an  undetermined  portion  thereof  assign- 
able to  offsetting  items  recorded  at  $118,890.50,  represents  recorded 
money  outlay  and  considerations  other  than  money,  not  separable, 
the  value  of  which  at  the  time  of  the  transaction  we  are  not  able  to 
report  because  it  has  been  impossible  to  obtain  the  information. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less  de- 
preciation of  all  common-carrier  property,  other  than  land  and  mate- 
rial and  supplies,  owned  and  used  and  used  but  not  owned  by  the 
carrier,  are  as  shown  below : 
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cost  or 

reproduc- 
tion new 

Cost  of 
reproduc- 
tion lesa 
deprccia- 
tton 

$254,343 

1197,427 

92.743 
36,448 
26.774 

5,593 

2,  339 

88,324 
29,448 
22,302 
4,698 
1,941 

162,  897 

143,  713 

254,342 
417,239 

197,  427 
341,140 

Used  but  not  owned,  leased  from  t he- 
Keith  Railway  Equipment  Company  

Genera]  American  Tank  Car  Corporation. 

North  American  Car  Company  

Commercial  Car  Line  

Bnyder  Car  Line.  


Total. 


Total 

Total  used. 


These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets,  which  are  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  11.11  acres  of  lands.  The  total  origi- 
nal cost  of  these  lands,  as  supported  by  the  accounting  records,  is 
$6,778.94.  The  area  and  present  values  of  the  lands  owned  or  used 
are  as  shown  below : 


Classification 

Acres 

Present 
value 

11. 11 
0.69 

$14,939.28 
1,3*100 

1L11 
11.80 

14,939.25 
16, 319. 28 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adja- 
cent to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of 
valuation  date.  This  discrepancy  will  be  removed  when  we  adjust 
to  later  dates,  in  accordance  with  the  requirements  of  the  valuation 
act,  the  final  value  herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  no  property  held  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
reports  that  no  aids,  gifts,  grants,  or  donations  have  been  received  by 
it,  and  none  are  found  of  record. 

Materials  and  supplies. — The  investment  of  the  carrier  in  material 
and  supplies  on  hand  on  date  of  valuation  is  stated  in  its  books  as 
$2,288.64. 
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Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  owned  and  used  and  used  but 
not  owned,  devoted  by  it  to  common-carrier  purposes,  are  found  to 
be  as  follows : 


Wholly  owned  and  used   $225,544 

Used  but  not  owned,  leased  from — 

Keith  Railway  Equipment  Company   87, 000 

General  American  Tank  Car  Corporation   31,  000 

North  American  Car  Company   23,400 

Commercial  Car  Line     4,800 

Snyder  Car  Line  ,   2,000 

Private  parties   1,380 

Total  leased    ,   149,580 

Total  owned   225,  544 

Total  used  ,   875,124 


The  sum  of  $5,544  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  including  material 
and  supplies.  No  other  values  or  elements  of  value  to  which  specific 
sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  arid  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  carrier;  moneys  received  by  reason  of  issues 
of  stocks  and  other  securities,  together  with  the  syndicating,  bank- 
ing, and  other  financial  arrangements  attending  their  issue;  the  net 
and  gross  earnings;  a  statement  of  the  expenditures  of  moneys  ac- 
companied by  a  statement  of  the  purposes  thereof;  the  development 
of  fixed  physical  property;  investment  in  road  and  equipment;  the 
cost  of  lands,  rights  of  way,  and  terminals ;  the  general  balance  sheet 
statement;  and  other  pertinent  information.  Appendix  3  is  a  state- 
ment of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  O.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  operates, 
give  the  details  respecting  the  figures  here  reported,  and  are  on  file 
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in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  inspec- 
tion, and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  railroad  of  the  carrier  has  connections  for  the  interchange  of  traffic 
at  Rockwell  Junction  with  the  line  of  the  New  York  Central  Railroad  Com- 
pany and  at  Navarre  Avenue,  Toledo,  with  the  line  of  the  Wheeling  and 
Lake  Erie  Railway  Company. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  country  traversed,  which  lies  Immediately  ou  or  adjacent  to  the  east 
city-limit  line  of  the  city  of  Toledo,  is  slightly  rolling. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  carrier  serves  various  manufacturing  establishments  In  East  Toledo, 
the  largest  being  the  Sun  Oil  Company. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

Grading. — The  grading  is  light,  averaging  about  10,000  cubic  feet  per  mile. 
Bridge*,  trestles,  and  culverts.— There  are  no  metal  bridges.   The  company 
owns,  however,  two  frame  trestles,  aggregating  about  130  feet  In  length. 
Ties. — The  crosstles  in  the  main  line  are  principally  of  oak  and  chestnut. 
Rail. — The  main  line  is  laid  principally  with  50-pound  re-lay  rail. 
Ballast. — The  road  Is  ballasted  with  cinders. 

EQUIPMENT 

The  carrier  owns  and  uses  the  following  equipment:  2  steam  locomotives, 
266  tank  cars,  4  work-equipment  units.  In  addition  to  the  above,  the  carrier 
uses  144  tank  cars  owned  by  the  following  companies : 


Keith  Railwny  Equipment  Company   81 

General  American  Tank  Car  Corporation   32 

North  American  Car  Company   24 

Commercial  Car  Line   5 

Snyder  Car  Line   2 


Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47, 
inclusive.  General  expenditures,  exclusive  of  Interest,  have  been  estimated 
at  1J6  per  cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest 
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during  construction  has  been  estimated  for  one-half  the  construction  period 
of  six  months,  plus  three  months,  at  6  per  cent  per  annum  on  all  road  and 
general-expenditures  accounts,  except  accounts  2  and  76.  Interest  on  equip- 
ment has  been  estimated  for  three  months  at  6  per  cent  per  annum. 


Wholly  owned  and  used 


Cost  of 
reproduc- 
tion new 


Cost  of 
reproduc- 
tion less 


r. 

9 
10 
11 
12 
13 
18 
16 
17 
10 
20 
44 


61 
64 


71 

72 
73 
74 
78 
77 
76 


t.  ROAD 


Engineering  

Grading.  

Bridges,  trestles,  and  culverts. 

Ties....  

Rails...  

Other  track  material  

Ballast   

TrackJaying  and  surfacing  

Right-of-way  fences  

Crossings  and  signs  

8tation  and  office  buildings.. . 

Roadway  buildings   

Fuel  stations  

Shops  and  engine  houses  

Shop  machinery  __  


Total,  1,  and  3  to  47,  Inclusive  

n.  EQUIPMENT 


Steam  locomotl 


ves. 
cars. 


Total,  61  to  68,  inclusive. 


Organization  expenses  

General  officers  aud  clerks . . 

Law  

Stationery  and  printing  

Taies  

Other  expenditures,  general.. 


Total,  71  to  77,  inclusive  

Orand  total,  1,  and  3  to  77,  inclusive. . 


$1,400 

SI.** 

3, 050 

3,060 

1.550 

1,408 

6.705 

2,730 

5,734 

6,253 

2.446 

1,094 

1.884 

943 

5.258 

2,944 

30 

15 

151 

88 

2,126 

1,828 

182 

109 

149 

75 

1279 

3,443 

460 

297 

36,403 

24,877 

7,289 
204,047 
1,  153 


546 


4,304 


0.626 
161,836 


213,069  I  169,101 


371 


3,278 


4,  850  3, 649 

254,342  197,427 


Used  but  not  owned,  leased  from  the  Keith  Railway  Equipment  Company 


Acct. 

Cost  of 
reproduc- 
tion new 

Cost  of 
reproduc- 
tion less 
depreda- 

M 

n.  EQUIPMENT 
m.  GENERAL  EXPENDITURES 

$91,373 

$84,063 

76 

1,371 

L»l 

Grand  total,  81  to  77,  Inclusive  

92,743 

85.  324 
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Used  but  not  otoned,  leased  from  the  General  American  Tank  Car  Corporation 


OlMM 

Coat  of 
reproduc- 
tion new 

Cost  Of 
reproduc- 
tion less 
deprecia- 
tion 

83 

78 

n.  bquitxxnt 

$34,  024 

624 
86,448 

$20,013 

488 
30,448 

Grand  total,  51  to  77,  inefosire  

Used  but  not  otoned,  leased  from  the  North  American  Oar  Company 

Classes 

Cost  Of 
reproduc- 
tion new 

Cost  of 
reproduc- 
tion less 
deprecift- 

53 
76 

n.  xQvmmrt 

$26,878 

396 
26,774 

$21,078 

320 
22,302 

Orand  total.  01  to  77,  Inclusive.  

Used  but  not  owned,  leased  from  the  Commercial  Car  Line. 

Cost  of 
tion°n"w 

Cost  of 
reproduc- 
tion lew 
deprecia- 
tion 

a 

n.  sqtnraaKT 

$6,810 

83 

8,583 

K628 

70 
4.698 

Used  but  not  otoned,  leased  from  the  Snyder  Car  Line 

Acct 

Coat  Of 
reproduc- 
tion new 

Cost  of 
reproduc- 
tion less 
deprecia 
tlon 

63 
78 

IL  MQVTTUMm 

$2,304 

88 
2,339 

81.012 

20 
1,041 

Ormnd  total,  81  to  77,  tneluaiTe.  
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APPENDIX  2 


INTRODUCTORY 


The  carrier  Is  a  corporation  of  the  State  of  Ohio,  having  its  principal  office 
at  Toledo,  Ohio.  It  1b  controlled  by  the  estate  of  J.  N.  Pew,  through  owner- 
ship of  a  majority  of  its  outstanding  capital  stock.  On  the  other  hand,  the 
records  do  not  indicate  that  the  carrier  itself  controls  any  other  common- 
carrier  corporations.  The  property  of  the  carrier  has  been  operated  by  its 
own  organization  during  its  entire  life. 


CORPORATE  HISTORY 

The  carrier  was  incorporated  and  organized  March  15,  1805,  under  the 
general  laws  of  Ohio.  The  purpose  for  which  the  carrier  was  incorporated 
was  to  build  and  operate  a  railroad  having  its  northern  terminus  at  Presque 
Isle,  Lucas  County,  Ohio,  and  its  southern  terminus  in  Wood  County,  Ohio, 
at  or  near  a  point  where  the  Lake  Shore  and  Michigan  Southern  Railroad 
the  boundary  line  of  the  city  of  Toledo. 


DEVELOPMENT  OK 


The  owned  mileage  of  the  carrier,  on  date  of  valuation  was 
its  own  forces.  Work  was  commenced  September,  1895,  and 
and  the  line  opened  for  operation  sometime  in  1896. 


constructed  by 
completed 


HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  records  re- 
viewed do  not  indicate  that  any  sydlcating  arrangements  have  been  made  in 
connection  with  the  issuance  of  the  securities  of  the  carrier. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation, 
March  15,  1895,  to  date  of  valuation  the  carrier  has  issued  capital  stock  and 
incurred  nonnegotlable  debt  to  affiliated  companies,  as  disclosed  by  its  records, 
aggregating  $758,818.01,  of  which  $239,911.87  are  outstanding,  as  summarized 
in  the  following  table : 


Capital  stock,  par  value,  commi 
Nonnegotlable  debt  to  affiliated 

Total  


$100,000.00 
ftM.818.01 


$518.  006.  14 


$100,  000.  00 
139,911.87 


7.W.R1&01 


618,900.  H 


239,911-87 


The  amount  of  $139,911.87  of  nonnegotlable  debt  to  affiliated  companies  shown 
in  the  above  tabulation  is  classified  in  the  balance  sheet  reported  to  us  in  the 
carrier's  special  annual  report  for  the  year  ended  on  date  of  valuation  as 
Miscellaneous  Accounts  Payable. 

Capital  stock. — The  authorized  capital  stock  of  the  carrier  was  origlnnlly 
$20,000  par  value,  divided  into  shares  of  $100  par  value  each,  and  classed  as 
common  stock.  The  amount  of  the  authorized  common  stock  was  increased  on 
November  7,  1895,  to  $100,000  par  value.  The  carrier  Issued  its  entire  author- 
ized capital  stock  in  the  par  value  of  $100,000  from  April,  1895,  to  March, 
1004,  for  which  it  received  $100,000  cash. 
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Nonnegotiable  debt  to  affiliated  companies. — The  carrier  has  Incurred  non- 
negotiable  debt  to  the  Sun  Oil  Company,  and  Its  successor,  the  Sun  Company, 
aggregating  $6T>$,818.01.  classified  as  open  accounts,  of  which  $518,906.14  has 
been  repaid,  leaving  $139,911.87  owing  on  date  of  valuation.  The  considera- 
tions recorded  as  passed  in  connection  with  incurring  and  part  repayment  of 
this  debt  were  as  detailed  below : 


Consideration 


Par  value 


Incurred: 

Expenditures  for  construction,  equipment,  additions  and  betterments 
and  operating  expenses,  not  separable  


$400,715.3* 


$400. 715. 38 


Total. 


658,818.01 


658,818.01 


Repaid: 

Cash  paid  and  charges  for  switching  service  charged  in  account,  not 

separable.....     

Equipment  transferred  to  the  Son  Company 


380,238-U 
108,000.00 


Total. 


518, 900. 14 


380,  238.11 
108,000.00 


518,009.14 
139,911.87 


Short-term  noteg. — The  carrier  has  issued  short-term  notes  of  $2,906  par 
value,  all  of  which  have  been  retired.  The  considerations  recorded  as  passed 
In  connection  with  the  issuance  of  these  notes  and  the  reacQuirements  thereof 
were  cash  In  the  amount  of  the  par  value  of  the  notes. 

RESULTS  OP  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  In  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  Income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  1896  to  date  of  valuation, 
follows : 


Year 


Net  deflci 


Railway  tax  accruals. 


n  railway  operations   -  12,589.41 


1,812.  36 


Total  operating  deficit .  _  -     14. 401.77 


Nonoperatlng  income: 

Hire  of  equipment   17. 771.  29 


Income  from  unfunded  securities  and  accounts. 


$242,031  24 
49ft,  870. 44 


254, 839.  20 
5,108.18 


260.007.  3fl 


378,173.89 
32, 462. 14 


Total  nonoperatlog  Income   17. 771 .  2ft 

Gross  income. -     3.369. 52  j 

Deductions  from  gross  Income,  interest  on  unfunded  debt   1 

Net  Income.  -    -  -  -  

of  net  Income,  Income  credit  balance  transferred  to  profit  and  loss. 


410,63ft  03 

150,628.67 


73.71 


1 


3,3fi9.  52  (  150,  554.9ft 
3,3<51*.52  I    150, 554.9ft 


Au  examination  shows  that  under  the  present  classification  of  accounts  cer- 
tain items  Included  in  the  income  account  as  charges  to  operating 
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would  be  transferable  to  the  road  and  equipment  Investment  account.  These 
items,  grouped  according  to  their  effect  on  the  credit  balance  in  the  income 
account  for  the  period,  transferred  to  the  profit  and  loss  account,  follow : 
Increases,  transferable  to  debit  of  road  and  equipment  account : 


Engineering   $495. 25 

Grading    477.64 

Tracklaying   55. 40 

Construction  labor   2, 322.  25 

Organization  expenses   353.20 


Total  increases   3,703.74 


If  the  income  account  of  the  carrier  were  adjusted  to  the  extent  indicated 
above,  and  if  the  items  then  remaining  were  taken  at  their  recorded  amounts, 
the  credit  balance  transferable  to  profit  and  loss  would  be  increased  by 
$3,703.74,  or  to  $154,258.70. 

Profit  and  loss  statement. — A  condensed  summary  of  the  profit  and  loss  ac- 


counts for  the  period  from  1896  to  date  of  valuation,  follows : 

Credit,  net  credit  balance  transferred  from  income   $150, 554. 96 


Debits : 

Dividend  appropriations  of  surplus   55,000.00 

Depreciation  on  road  and  equipment  set  up  in  December,  1910, 

to  cover  previous  15  years   63, 961. 85 

Uncollectible  accounts  written  off     14,970.00 

Cost  of  right  of  way  purchased,  and  legal  expenses  incident 

thereto   5,  778.  94 

Total   139.710.79 

Credit  balance  on  date  of  valuation   10, 844. 17 

An  examination  shows  that,  under  the  present  classification  of  accounts, 


certain  items  Included  in  other  accounts  would  be  includible  in  the  profit  and 
loss  account,  and  that  other  items  recorded  therein  would  be  transferable 
elsewhere.  These  items,  grouped  according  to  their  effect  on  the  credit  balance 


in  the  profit  and  loss  account,  follow : 

Increase,  transferable  to  debit  of  investment  in  road  and  equip- 
ment: 

Cost  of  right  of  way  purchased  and  legal  expenses  incident 

thereto  $5,778.94 

Items  transferable  through  income  as  detailed  thereunder   8, 703. 74 


Total     9,482.08 

Decrease,  transferable  from  debits  to  investment  in  road  and  equip- 
ment, loss  on  equipment  retired  prior  to  1910   349. 47 


Net  increase  in  credit  balance   9.133.21 


If  the  profit  and  loss  account  were  adjusted  so  far  as  Indicated  above,  and 
if  the  remaining  items  therein  were  taken  at  their  recorded  amounts,  the  credit 
balance  in  that  account  would  be  increased  by  $9,133.21,  or  to  $19,977.38. 

Dividends. — A  dividend  of  $55,000  was  declared  by  the  carrier  in  Decem- 
ber, 1910,  and  was  paid  In  cash  and  charged  to  profit  and  loss.  This  dividend 
was  at  the  rate  of  55  per  cent 
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INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  Investment  of  the  carrier  in  road  and  equipment,  Including  land,  on  date 
of  valuation  is  stated  in  its  books  as  $325,416.82,  of  which  the  following  is  a 
general  analysis: 

Original  road,  recorded  money  outlay  and  nonnegotiable  debt  to 

affiliated  companies,  not  separable   $8,852.73 

Original  equipment,  recorded  money  outlay  and  nonnegotiable  debt 

of  affiliated  companies,  not  separable   87, 854. 60 

Additions  and  betterments: 

Road,  recorded  money  outlay  and  nonnegotiable  debt  to  affili- 
ated companies,  not  separable   21,001.20 

Equipment     325,049.42 

Recorded  money  outlay  $120,000.00 

Recorded  money  outlay  and  nonnegotiable  debt 

to  affiliated  companies,  not  separable   205,049.42   

443,957.85 

Retirements     118,890.50 

Road    840. 35 

Equipment  1   118,050.15   

325, 007. 35 

Other  item,  not  in  accord  with  the  present  classification  of  accounts, 
other  additions,  addition  transferable  to  the  debit  of  profit  and 
loss  account;  depreciation  prior  to  July  1,  1907,  identified  in 
connection  with  five  units  of  equipment  retired  prior  to  1910   349. 47 


Balance  in  the  road  and  equipment  investment  account  on 
date  of  valuation   325, 410. 82 

An  examination  of  the  accounts  of  the  carrier  discloses  items  aggregating 
$7,242.86  covering  equipment  which  had  been  charged  to  primary  accounts  for 
road  Instead  of  to  primary  accounts  under  equipment  in  the  general  classifica- 
tion shown  above  of  the  road  and  equipment  Investment  account.  The  exami- 
nation also  discloses  certain  charges  included  in  other  accounts  that  would, 
under  the  present  classification  of  accounts,  be  includible  in  the  road  and 
equipment  investment  account    These  items  are  described  below: 

Transferable  from  charges  to  income  account,  construction  expendi- 
tures charged  to  operating  expenses  as  detailed  under  income  $3, 703. 74 

Transferable  from  charges  to  profit  and  loss  account,  cost  of  right  of 
way  purchased  and  legal  expenses  incident  thereto   5, 778. 94 


Total   9,482.08 

If  the  "other  item"  were  eliminated,  if  the  items  referred  to  in  the  next 
preceding  paragraph  were  included,  and  if  the  remaining  items  in  the  account 
were  taken  at  their  recorded  amounts,  the  balance  in  the  road  and  equipment 
investment  account  would  be  increased  by  $9,133.21,  or  to  $334,550.03.  This 
balance  as  so  far  adjusted  would,  so  far  as  it  is  resolvable  into  its  constituent 
elements,  comprise  the  following  classes  of  considerations : 

Recorded  money  outlay  $120,000.00 

Recorded  money  outlay  and  nonnegotiable  debt  to  affiliated  com- 
panies, not  separable   333, 440.  53 

Prom  which  should  be  deducted  whatever  portion,  not  definitely 
ascertainable,  of  the  above  outlays,  respectively,  may  be  repre- 
sented by  property  retired,  credited  at   118, 890.  50 
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ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  Including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  The  data  obtained  on  the  outlay  for  creating  and  improving  the 
property  are  those  summarized  as  follows : 

Recorded  money  outlay   $120,000.00 

Recorded  money  outlay  and  nonnegotiable  debt  to  affiliated  com- 
panies, not  separable   333,440.63 

From  which  should  be  deducted  whatever  portion,  not  definitely 
ascertainable,  of  the  above  outlays,  respectively,  may  be  repre- 
sented by  property  retired,  credited  at   118, 880. 60 

Cost  of  lands— The  carrier  reports  amounts  aggregating  $5,768.67  as  the 
outlays  by  it  in  connection  with  lands  owned  or  used  by  it.  A  verification  of 
the  amounts  indicates  that  the  reported  outlays  should  be  increased  by  $10  27, 
as  detailed  below : 

Additions,  costs  omitted,  verified  in  accounting  records    $11.27 

Deductions,  industrial  spur   1.00 

Net  total  additions   10.27 

The  amounts  reported  by  the  carrier  as  costs  for  the  remaining  lands  owned 
are  made  up  of  costs  supported  by  accounts  in  amount  of  $6,778.04,  covering 
lands  classified  as  common  carrier,  wholly  owned  and  used. 

Cost  of  machinery  and  equipment.— The  carrier  reports  that  It  owns  and 
uses  271  units  of  equipment,  with  costs  aggregating  $281,834.14.  A  verifi- 
cation of  the  returns  indicates  that  the  changes  noted  hereunder  should  be 
made,  thereby  decreasing  the  costs  to  $280,084.23. 


Description 


Additions: 

Freight-train  cars,  Inventoried  but 

Work  equipment- 
Transferred  from  frBight-traln  < 

Inventoried  but  not  reported  

Understatement  of  costs.  


Total. 


Deductions: 

Freight-train  car 

Reported  but  not  Inventoried. 
Transferred  to  work 


Work 





Total. 


Net  total  deductions. . 
Net  total  additions  


Units 


Amount 


$871.91 
3.M 


874.41 


1.635.91 
871  91 
H&.fiO 
18.00 


2.628.32 


1,763.  VI 


After  classifying  the  returns  according  to  the  classification  herein  of  the 
property  to  which  they  apply,  the  revised  returns  are  summarized  as  follows: 
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Units 

Costs  sup- 
ponoQ  oy 
accounting 

Equipment: 

a 

2W 
4 

tfi.M7.74 
273,  720.08 
856.41 

273 

280,084.23 

MATERIAL   AND  SUPPLIES 

The  balance  in  the  material  and  supplies  account  for  the  carrier  on  date 
of  valuation  was  $2,288.64.  An  inventory  of  material  and  supplies  on  hand 
on  date  of  valuation  was  taken  by  the  carrier  under  our  supervision.  The 
value  placed  by  the  carrier  upon  the  material  and  supplies  Inventoried  was 
$30.70  below  the  balance  in  the  material  and  supplies  account  on  date  of 
valuation.  This  difference  has  been  adjusted  in  the  accounts  on  date  of 
valuation.  The  values  for  the  material  and  supplies  as  inventoried  cover  prin- 
cipally crosstiea.  The  balance  sheet  statement  of  the  carrier  in  its  special 
report  to  us  for  the  year  ended  on  date  of  valuation  reports  a  material  and 
supplies  balance  in  the  amount  of  $1,307.97.  An  examination  of  the  accounts 
of  the  carrier  discloses  that  the  above  amount  so  classified  represents  miscel- 
laneous accounts  receivable,  and  that  the  balance  of  $2,288.64  in  the  material 
and  supplies  account  was  erroneously  Included  on  the  balance  sheet  in  traffic 
and  car-service  balances  receivable. 

LEASED  RAILWAY  PROPERTY 

There  has  been  added  to  the  returns  of  the  carrier  covering  lands  one  parcel 
classified  as  used  but  owned  by  other  than  common  carriers.  The  carrier's 
income  account  does  not  record  any  rent  paid  for  the  use  of  this  property  for 
the  year  ended  on  date  of  valuation.  The  carrier  uses  under  lease  144  tank 
cars  owned  by  five  noncarrier  companies.  The  lease  provides  for  a  rental  of 
$22.50  per  car  per  month,  maintenance  charges  to  be  paid  by  the  lessor. 
The  contract  is  continuous,  expiring  upon  60  days'  notice  from  the  carrier. 
The  rental  paid  is  recorded  in  the  hire  of  equipment  account,  but  the  amount 
paid  during  the  year  ended  on  date  of  valuation  has  not  been  determined  from 
the  records  reviewed. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier  a*  of  date  of  valuation  is 
as  follows : 

ABBOTS 


Investments,  investment  in  road  and  equipment-  |325,  416.  82 

Current  assets: 

Cash—  —    4, 236. 41 

Traffic  and  car-service  balances  receivable   20,695.77 

Miscellaneous  accounts  receivable   5,548.00 

Material  and  supplies  ,   1,807.97 


Total   81, 788. 15 


Grand  total  ,   357,204.97 

===== 
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LIABILITIES 

Stock,  capital  stock   $100,000.00 

Current  liabilities: 

Audited  accounts  and  wages  payable   11, 421. 71 

Miscellaneous  accounts  payable   158, 805. 88 

Total  ,   170, 227. 59 

Unadjusted  credits : 

Tax  liability  Dr__  408. 88 

Accrued  depreciation,  road   12, 624.  51 

Accrued  depreciation,  equipment   03,017.58 

Total   76. 133. 21 

Corporate  surplus,  profit  and  loss,  credit  balance   10, 844. 17 

Grand  total   357,204.97 

APPENDIX  3 


ANALYSIS  OF  MKTHOD8  FOB  DETKUMI NING  WO  UK  I  NO  CAPITAL 

Working  capital  is  understood  to  include,  possibly,  tbree  parts :  First,  tbe  in- 
vestment  in  a  stock  of  material  and  supplies ;  second,  the  cash  necessary,  if 
any,  to  pay  such  outlays  incurred  in  connection  with  common  carrier  service 
as  may  fall  due  prior  to  the  time  when  the  cash  received  in  connection  with 
that  service  is  available;  and,  third  a  buffer  fund  of  cash  constantly  on  hand 
to  cover  amply  any  recurrent  and  fluctuating  deficiencies  in  the  Inflow  of 
cash  applicable  to  payments  falling  due. 

It  Is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

Material  and  supplies. — The  investment  in  a  stock  of  material  and  supplies 
reasonably  held  for  common-carrier  operations  is  determined  on  the  basis  of 
the  carrier's  actual  stock  from  month  to  month  during  a  period  usually  of 
five  years  preceding  date  of  valuation.  This  recorded  amount  is  corrected  to 
allow  for  any  scrap  or  obsolete  material  included  in  the  stock;  to  allow  for 
any  part  of  it  that  was  drawn  upon  for  additions  and  betterments  rather 
than  for  repairs,  maintenance,  and  the  supplying  of  operating  requirements; 
and  to  allow  for  any  abrupt  variations  in  the  stock  due  to  special  conditions. 
The  percentage  that  this  average  amount  bears  to  the  average  annual  oper- 
ating expenses  for  the  five  years  is  then  applied  to  the  annual  rate  of  operat- 
ing expenses  on  date  of  valuation,  determined  according  to  the  trend  of  such 
expenses  during  the  five-year  period.  The  result  is  taken  as  the  basis  for  a 
finding  of  the  reasonable  stock  of  material  and  supplies  for  common-carrier 
service  as  of  date  of  valuation  based  on  the  carrier's  actual  experience  for 
five  years  preceding  that  date. 

Cash  on  hand. — The  cash  on  hand,  even  the  average  of  the  monthly  balances 
over  a  period  of  time,  is  not  at  all  indicative  of  the  amount  of  cash  working 
capital  used,  for  several  reasons.  It  Is  the  reservoir  Into  which  flows  the  cash 
received  from  all  sources  and  from  which  is  first  drawn  the  cash  paid  for  all 
purposes.  As  a  consequence,  tbe  cash  on  hand  is  frequently  far  out  of  propor- 
tion to  any  reasonable  requirements  for  common-carrier  service  alone.  Again, 
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the  material  and  supplies  on  hand  usually  Include  some  currently  purchased 
but  not  yet  paid  for,  and  the  road  and  equipment  usually  include  units  or 
structures  currently  placed  in  operation  but  not  yet  fully  paid  for.  In  both 
eases  part  of  the  cash  on  hand  is  imminently  required  to  meet  these  payments. 
8ince  all  such  property  is  part  of  that  used  for  common-carrier  service  on  any 
date  selected,  if  the  cash  on  hand  be  all  taken  as  working  cash  capital,  there 
will  be  a  duplication  in  the  final  value  to  the  extent  of  the  unpaid  costs  of 
material  and  supplies  and  of  additions  and  betterments  or  new  construction. 
Another  defect  is  that  the  amount  of  cash  On  any  selected  date,  or  the  average 
monthly  balance  over  any  period.  Is  not  representative  of  the  average  cash  on 
hand  all  the  time,  because  the  amount  of  cash  fluctuates  from  day  to  day  on 
account  of  the  unmatched  variations  in  the  receipts  and  payments  from  day 
to  day.  This  is  a  characteristic  of  the  cash  on  hand  not  found  to  the  same  dis- 
turbing extent  in  the  stock  of  material  and  supplies.  Finally,  and  most  im- 
portant, even  if  all  the  above  defects  could  be  remedied,  the  amount  of  cash  on 
hand  may  not  be  taken  as  working  capital  until  it  is  shown  that  it  represents 
cash  Invested  by  the  corporation  and  not  an  accumulation  of  cash  received  from 
service  In  advance  of  the  payment  of  the  charges  against  that  service.  If  it 
represents  the  latter,  then  to  Include  it  in  a  final  value  of  property  entitled  to 
a  return  is  to  grant  a  return  upon  the  public's  payments  for  the  services, 
which  would  be  compounding  the  return  on  the  property  actually  devoted  by  the 
carrier  to  public  use.  On  the  other  hand,  in  the  case  of  carriers  whose  pay- 
ments fall  due,  on  the  average,  before  the  receipt  of  all  the  cash  applicable  to 
their  payment,  there  will  have  to  be  provided  and  constantly  paid  out  toward 
such  expenses  a  varying  amount  of  money  that  is  never  returned  to  the  treas- 
ury. In  addition  to  that  expended  cash,  a  further  sum  has  to  be  provided  In 
order  to  have  on  hand  the  necessary  fund  to  cover  variations  in  the  de- 
mand for  cash  and  provide  a  safe  working  reserve.  The  total  investment  of 
cash  for  both  these  purposes  may  exceed  the  amount  of  cash  usually  on  hand 
even  for  all  corporate  purposes.  In  such  a  case,  the  cash  on  hand  clearly  does 
not  indicate  all  the  cash  working  capital  used. 

For  these  reasons  the  cash  on  hand  Is  rejected  as  not  being  reliable  evidence 
of  the  cash  investment  for  working  capital  used  in  rendering  common-carrier 
service. 

Cash  to  pay  expense*  in  advance  of  the  receipt  of  revenue— Whenever  the 
cash  received  in  connection  with  service  performed  in  any  particular  period  lags 
behind  the  outlays  incurred  in  connection  with  the  service  within  that  particu- 
lar period  and  taxes,  the  amount  of  cash  working  capital  of  this  sort  needed 
for  operating  purposes  is  the  amount  by  which  the  outlays  and  taxes  falling 
due  exceed  that  currently  received  portion  of  the  accrued  cash  receipts  which 
is  applicable  to  all  such  payments  to  be  made  which  has  been  collected,  has 
reached  the  treasury,  and  has  become  available  for  paying  bills. 

In  order  to  make  this  comparison  between  the  due  dates  for  such  payments 
and  the  time  when  the  cash  applicable  to  the  payments  is  received,  there  has 
been  ascertained  from  the  carrier's  accounts  and  operating  statistics  for  a 
period  usually  of  three  years  preceding  date  of  valuation  on  the  one  hand,  the 
amount  of  cash  received  from  various  sources  in  connection  with  its  common- 
carrier  service  and  the  elapsed  time  from  the  beginning  of  each  class  of  such 
service  to  the  receipt  of  the  cash  in  the  treasury.  The  sources  of  cash  inquired 
into  include  ordinarily  prepaid  charges  on  freight  forwarded,  charges  and 
advances  collected  on  freight  received,  both  local  and  interline,  interline  bal- 
ances receivable  on  freight  forwarded  collect  or  freight  carried  intermediately 
between  forwarding  and  delivering  lines,  the  sale  of  passenger  tickets,  both 
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local  and  interline,  interline  balances  receivable  on  Interline  passenger  ticket* 
issued  by  foreign  lines,  and  other  forms  of  passenger  transportation.  If  in  any 
particular  case  other  sources  of  receipts  in  connection  with  common-carrier 
service  are  relatively  important,  those  also  are  included.  In  the  case  of  switch- 
ing and  terminal  companies  the  sources  of  cash  receipts  vary  according  to  the 
operating  arrangements  of  the  respective  companies.  In  each  case  the  sources 
peculiar  to  the  carrier  under  consideration  are  examined.  From  the  data  there 
is  computed  the  weighted  average  elapsed  time  from  the  beginning  of  the 
various  common-carrier  services  to  the  dates  when  the  cash  received  in  con- 
nection with  such  services  comes  to  hand  and  is  available  to  meet  payments. 

On  the  other  hand,  there  has  been  ascertained  for  the  same  period  the  amount 
of  cash  paid  out  for  various  purposes  in  connection  with  common-carrier  serv- 
ice and  taxes  and  the  elapsed  time  from  the  beginning  of  each  class  of  such 
service  until  the  payments  fall  due.  The  purpose  of  payments  inquired  into 
are  ordinarily  those  for  purchases  of  material  and  supplies  for  current  use 
in  operations  or  for  replenishing  the  stock  of  material  and  supplies,  the  pay- 
ment of  wages  and  salaries,  the  payment  of  advances  on  freight  forwarded,  the 
settlement  of  interline  balances  payable,  and  the  payment  of  taxes.  If  in  any 
particular  case  other  disbursements  in  connection  with  common-carrier  services 
are  relatively  important,  these  also  are  included.  In  the  case  of  switching 
and  terminal  companies  the  purposes  for  which  payments  are  made  vary  ac- 
cording to  the  operating  arrangements  of  the  respective  companies.  In  each 
case  the  purposes  peculiar  to  the  carrier  under  consideration  are  examined. 
From  these  data  there  is  computed  the  weighted  average  elapsed  time  from 
the  beginning  of  the  various  common-carrier  services  to  the  dates  when  the 
payments  are  made. 

Next,  comparing  the  average  delay  in  the  receipt  in  hand  of  all  cash  and 
the  average  delay  in  the  making  of  all  payments,  there  is  disclosed  whether 
the  cash  was  received  in  hand,  on  the  average,  ahead  of  the  maturity  of  pay- 
ments to  be  made,  or  whether  payments  had  to  be  made  for  a  period  before 
the  cash  receipts  reached  their  full  current  volume.  In  either  case  it  shows, 
further,  the  number  of  days  by  which  cash  receipts  anticipated  the  due  dates 
of  payments  or  lagged  behind  them.  This  number  of  days  multiplied  by  the 
average  daily  amount  paid  gives  for  the  three-year  period,  in  the  one  case,  the 
average  amount  of  cash  received  applicable  to  payments  that  was  in  excess 
of  the  payments  made,  or,  in  the  other  case,  the  average  amount  of  cash  that 
had  to  be  obtained  from  some  source  other  than  receipts  to  pay  expenses  until 
cash  receipts  came  to  hand  in  sufficient  volume.  In  the  one  case  it  is  the 
average  daily  surplus  of  current  receipts  applicable  to  these  payments  over 
the  amount  of  such  payments  currently  falling  due.  In  the  other  case  it  is 
the  average  amount  of  cash  supplied  from  other  sources  and  spent;  it  is  no 
part  of  cash  on  hand. 

It  should  be  noted  that  by  applying  this  difference  in  delay  to  the  average 
daily  payments,  instead  of  to  the  average  daily  gross  receipts,  the  result  is 
independent  of  any  current  collections  that  are  properly  reservable  for  interest, 
dividends,  additions  and  betterments,  or  other  corporate  purposes  than  the 
rendering  of  common-carrier  service.  It  represents  solely  the  relation  between 
the  payment  of  cash  outlays  arising  in  the  performance  of  common-carrier 
service  and  in  taxes  and  so  much  of  the  current  receipts  as  may  properly  be 
assignable  to  those  payments. 

Buffer  fund. — The  third  possible  element  of  working  capital,  namely,  the 
buffer  fund  of  cash  on  hand,  is  determined  from  a  consideration  of  the  maxi- 
mum monthly  deficit,  If  there  be  any  deficit  at  all,  or  of  the  monthly  minimum 
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surplus,  If  there  be  no  deficit,  in  the  cumulated  receipts  applicable  to  pay- 
ments. This  maximum  deficit,  or  minimum  surplus,  as  the  case  may  be,  is 
found  by  comparing  day  by  day  the  cumulated  daily  receipts  with  the  cumu- 
lated daily  payments  during  the  average  month's  experience,  and  noting  on 
what  day  of  such  month  the  deficiency,  if  any,  was  greatest  or  the  surplus  was 
least.  This  result  indicates  by  how  much,  on  the  day  indicated,  the  receipts 
in  hand  had  to  be  supplemented  by  cash  from  some  other  source  in  order  to 
meet  all  payments  on  such  day  and  still  have  a  safe  buffer  fund  of  reserve  cash 
on  band.  This  amount  of  invested  cash  may  never  be  all  paid  out  and  at 
certain  times  of  the  month  may  be  all  on  hand.  But  whatever  part  is  not 
paid  out  must  be  kept  on  hand  to  cover  the  peak  requirements  each  month 
with  an  adequate  margin  of  safety. 

Summary  of  cash  working  capital. — When  the  payments  made  exceed  on  the 
whole  the  receipts  applicable  to  the  payments,  the  average  excess  determined 
in  the  above  manner  measures  the  average  amount  of  cash  working  capital 
paid  out.  The  maximum  deficit  during  the  average  month  is  the  average  of 
the  maximum  amounts  of  cash  working  capital  paid  out  some  time  each  month 
and  includes,  of  course,  the  average  amount  paid  out  just  referred  to.  Whether 
the  receipts  in  hand  anticipate  or  lag  behind  the  payments  to  be  met,  the 
maximum  deficit  determined  as  above,  if  there  be  any  at  all,  measures  the 
average  amount  of  cash  working  capital  actually  used  from  month  to  month 
to  supplement  current  receipts  in  hand  in  meeting  the  peak  requirements  for 
current  payments.  If  there  is  no  deficit  in  receipts  on  any  day  of  the  month, 
then  no  cash  working  capital  is  used  at  all  to  supplement  receipts  in  meeting 
payments,  although  an  Investment  in  cash  working  capital  may  be  used  to 
maintain  a  suflieiently  protective  buffer  fund  at  all  times. 

A  deficit  or  minimum  surplus  thus  found  represents  actual  experience 
prior  to  date  of  valuation.  If  the  traffic  handled  during  the  period  shows  a 
general  increase,  as  is  usual,  or  a  general  decrease,  these  results  will  not  be 
representative  of  the  carrier's  experience  as  of  date  of  valuation.  The 
volume  of  business  for  the  single  year  preceding  date  of  valuation  may  be 
high  or  low  because  of  temporary  influences.  In  order  to  secure  in  the  result 
representation  of  the  general  increase  or  decrease,  the  percentage  that  the 
Investment  of  cash  made  to  preserve  a  safe  buffer  found,  found  as  above, 
is  of  the  average  annual  operating  outlays  and  taxes  during  the  three  years 
is  first  computed.  Then  the  annual  rate  of  such  payments  as  of  date  of 
valuation  is  determined  according  to  the  trend  of  actual  yearly  payments 
during  a  period,  usually  five  years,  preceding  date  of  valuation.  The  percent- 
age first  found  is  then  applied  to  this  annual  rate  and  the  result  is  taken 
to  represent  the  Investment  of  cash  working  capital  for  a  volume  of  business 
as  of  date  of  valuation  indicated  by  the  trend  of  actual  experience  for  the 
period  prior  to  date  of  valuation. 

The  actual  cash  working  capital  employed  must,  as  indicated  above,  include 
enough  to  assure  a  safe  margin  of  cash  on  hand  to  take  care  of  variations 
in  the  relation  between  cumulated  receipts  and  cumulated  payments,  as  com- 
puted, in  which  such  variations  are  leveled  off  over  a  long  period  of  time. 
However,  with  the  large  number  of  daily  transactions  running  in  the  case 
of  any  but  the  smaller  carriers  to  many  thousands  the  variations  in  Individ- 
ual transactions  each  day  largely  offset  each  other ;  and  in  view  of  the  degree 
of  regularity  usually  found  in  the  relative  receipts  from  various  sources  and 
relative  payments  for  various  purposes  and  in  the  frequency  and  time  of  the 
month  observed  by  the  monthly  cycle  of  receipts  and  payments,  the  com- 
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parative  delay  in  the  receipts  and  payments  of  cash  ap  to  any  time  of  the 
month  can  not  diverge  from  month  to  month  very  greatly  from  the  average 
for  that  time  of  the  month  over  a  longer  period. 

With  respect  to  the  fluctuations  from  month  to  month  in  the  sufficiency  of 
receipts  due  to  seasonal  or  casual  Influences  on  traffic  or  expenses,  a  distinc- 
tion la  made  between  those  arising  in  connection  with  divergencies  in  the 
comparative  delay  in  receipts  and  payments  and  those  springing  from  deficiency 
in  the  earnings  from  traffic  or  from  extraordinary  expenses.  The  former  are 
covered  by  the  remarks  in  the  preceding  paragraph.  As  to  the  latter,  whatever 
deficiencies  may  occur  at  certain  times  of  the  year  should  be  cared  for  by 
a  surplus  created  out  of  operating  income,  analogous  to  that  provided  for 
In  section  15a  of  the  interstate  commerce  act  If  the  operating  income  Is 
Inadequate  to  provide  such  a  reserve,  the  fault  lies  either  In  insufficient  traffic 
or  Insufficient  rates.  In  either  case  the  remedy  lies  elsewhere  than  in  a  fund 
of  cash  to  be  added  to  the  value  of  the  carrier  property  and  thereby  charged 
for  its  support  against  the  users  of  the  service. 

Conclusion.— By  considering  whatever  amounts  are  disclosed  as  used  for 
common-carrier  operations  in  the  form  of  each  of  the  three  possible  factors  In 
working  capital,  the  total  working  capital  employed  Is  found. 

After  taking  Into  consideration  the  data  furnished  by  the  carrier  In  re- 
sponse to  questionnaire,  together  with  such  other  Information  obtained  from 
Its  annual  reports  to  us,  it  is  found  that  the  amount  of  invested  working 
capital,  according  to  the  method  above  described,  is  substantially  the  same  as 
the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation. 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation  is 
less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
others,  or  to  other  circumstances,  the  company's  common-carrier  property 
of  that  kind  can  not,  of  course,  be  greater  than  the  amount  actually  on  hand. 
In  such  cases  the  value  found  for  working  capital  is  the  sum  of  Ahe  cash  and 
the  recorded  value  of  the  material  and  supplies  on  hand. 

The  amount  of  working  capital  found  for  the  carrier  is  $5,544  and  consists 
of  the  cash  and  the  recorded  value  of  material  and  supplies  owned  by  it  on 
date  of  valuation. 
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Valuation  Docket  No.  523 

CLINTON  AND  OKLAHOMA  WESTERN  RAILWAY 

COMPANY  ET  AL.1 


Submitted  January  4.  1926.    Decided  September  IS,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  The  Clinton  and  Okla- 
homa Western  Railway  Company,  owned  and  used  for  common-carrier 
purposes,  found  to  be  $807,420,  as  of  June  80,  1018,  and  of  property  used 
but  not  owned,  $90,000. 

T.  A.  Cushman  and  R.  A.  Thompson  for  Clinton  and  Oklahoma 
Western  Railway  Company  and  Cheyenne  Railroad  Company. 

Report  op  the  Commission 

Division  1,  Commissioners  Meyer,  ArrcmsoN,  and  Lewis 

Bt  Division  1 : 

A  tentative  valuation,  as  of  June  30,  1918,  of  the  property  of  The 
Clinton  and  Oklahoma  Western  Railway  Company,  hereinafter  called 
the  carrier,  and  The  Cheyenne  Railroad  Company,  hereinafter  called 
the  Cheyenne  Railroad,  was  completed  and  notice  thereof,  dated 
April  29, 1925,  was  given  to  the  carriers  and  other  interested  parties. 
The  carrier  filed  a  protest  against  the  tentative  valuation  within  the 
statutory  period  and  a  hearing  thereon  has  been  had.  No  briefs  were 
filed. 

On  valuation  date  the  carrier  owned  and  operated  a  line  of  rail- 
road extending  from  Clinton,  Okla.,  to  Strong  City,  Okla.,  a  distance 
of  50.277  miles.  It  also  owned  0.466  mile  of  second  main  track  and 
6.043  miles  of  yard  tracks  and  sidings.  The  Cheyenne  Railroad, 
which  is  leased  to  and  operated  by  the  carrier,  extends  from  Chey- 
enne, Okla.,  to  Strong  City,  a  distance  of  6.860  miles.  It  also  leased 
to  the  carrier  0.570  mile  of  yard  tracks  and  sidings. 

In  our  tentative  valuation  we  reported  the  final  values  of  the 
carrier  and  the  Cheyenne  Railroad  as  $811,940  and  $90,000,  respec- 
tively. The  carrier  protests  that  these  values  are  insufficient  and  im- 
proper to  the  extent  that  they  are  less  than  $1,072,589  and  $111,994, 
respectively.  The  protest  also  contains  objections  of  a  general 
character  against  the  rules,  methods,  and  principles  employed  in  the 
preparation  of  our  tentative  valuation.    As  such  objections  have 

1  This  report  also  embraces  the  final  Talaation  of  the  property  of  The  Cheyenne  Rail- 
road Company. 
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been  considered  in  previously  decided  cases,  we  will  confine  our  dis- 
cussion in  this  report  to  those  matters  which  received  attention  at 
the  hearing. 

COST  OF  REPRODUCTION  NEW 

Engineering. — The  amounts  reported  in  the  tentative  valuation 
for  engineering  were  estimated  at  3.5  per  cent  of  the  cost  of  repro- 
duction new  of  the  road  except  engineering  and  land.  The  carrier 
urges  that  this  percentage  is  insufficient  and  should  be  increased  to 
5  per  cent,  but  presented  no  evidence  of  actual  expenditures  to  sup- 
port its  estimate.  The  amounts  included  in  the  tentative  valuation 
were  derived  from  a  study  and  consideration  of  data  supplied  by  a 
large  number  of  carriers  and  in  our  opinion  are  ample.  No  change 
will  be  made  in  the  percentage  used  for  computing  the  cost  of 
engineering. 

Grading. — The  carrier  contends  that  the  unit  prices  of  15  cents 
per  cubic  yard  for  common  excavation,  40  cents  for  loose  rock,  and 
75  cents  for  solid  rock,  used  by  us  in  estimating  the  cost  of  reproduc- 
tion new  of  grading,  are  inadequate  and  should  be  17  cents,  45  cents, 
and  90  cents,  respectively.  The  differences  are  accounted  for  by  the  use 
by  the  carrier  of  slightly  higher  base  prices,  additional  amounts  for 
transportation  of  men,  supplies,  and  outfits,  and  miscellaneous  costs. 
It  urges  also  that  10  per  cent  should  be  added  to  embankment 
quantities  to  compensate  for  losses  due  to  shrinkage  and  other  causes. 
No  evidence  was  offered  in  support  of  these  contentions,  other  than 
the  opinion  of  the  witness,  who  testified  that  he  was  familiar  only 
in  a  general  way  with  the  grading  prices  in  that  vicinity  as  of  valua- 
tion date.  Our  prices  are  based  on  actual  costs  of  grading  in  the 
territory  through  which  the  carriers  operate  and  include  transporta- 
tion charges.  They  are  not  shown  by  the  evidence  to  be  other  than 
fair  and  reasonable.  The  amounts  reported  in  the  tentative  valua- 
tion for  grading  are  approved. 

Bridges,  trestles,  and  culverts. — In  estimating  the  cost  of  reproduc- 
tion new  of  bridges,  trestles,  and  culverts  we  applied  prices  of  70 
cents  per  linear  foot  for  cedar  and  oak  piling  and  88  cents  for 
treated-pine  piling  in  the  case  of  the  carrier  and  64  cents  for  oak 
and  82  cents  for  treated  pine  in  the  case  of  the  dheyenne  Railroad. 
The  carrier  contends  that  all  cedar  and  treated-pine  piling  should 
be  priced  at  88  cents  per  linear  foot.  It  withdrew  its  protest  as  to 
the  prices  applied  to  oak  piling.  The  record  shows  that  on  date  of 
valuation  the  supply  of  cedar  was  practically  exhausted  and  that 
the  best  available  substitute  was  treated  pine.  The  price  of  88  cents 
which  the  carrier  contends  should  be  applied  to  all  cedar  and  treated- 
pine  piling  inventoried  is  composed  of  a  base  price  of  30  cents  per 
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linear  foot,  as  developed  from  purchases  made  by  the  carrier  in  1914, 
1915,  and  1916,  principally  in  the  latter  year,  with  additions  aggre- 
gating 58  cents  for  material-yard  expense,  inspection,  work-train 
service,  train  haul,  driving,  transportation,  waste,  and  cut-off. 

A  study  of  the  returns  made  by  various  carriers  to  our  order  No.  14 
indicates  that  certain  of  the  prices  for  lumber  used  in  our  tentative 
valuation  were  too  high  and  should  be  reduced.  At  the  hearing  our 
engineers  recommended  prices  of  58  cents,  64  cents,  and  73  cents  per 
linear  foot  for  all  oak,  cedar,  and  treated-pine  piling,  respectively. 
For  bridge  timbers  on  the  carrier's  structures  they  recommended 
reductions  from  $63.50  per  thousand  feet,  board  measure,  to  $59  for 
stringers;  from  $55.50  to  $51  for  caps,  posts,  and  sills;  and  from 
$52.50  to  $48  for  guards  and  braces.  The  testimony  shows  that  the 
prices  recommended  for  oak  and  treated-pine  piling  and  bridge  tim- 
bers are  adequate  and  are  well  supported  by  the  costs  incurred  by 
other  carriers  in  this  territory.  The  recommendation  in  this  respect 
meets  with  our  approval,  but  as  the  record  indicates  that  cedar  piling 
is  not  available,  treated-pine  piling  will  be  substituted  therefor.  The 
necessary  changes  will  be  made  in  the  tentative  valuation.  The  car- 
rier also  urges  that  the  price  of  bridge  hardware  should  be  increased 
from  4  cents  to  5  cents  per  pound,  but  as  the  testimony  offered  on  this 
point  is  not  convincing  the  price  of  4  cents  is  approved. 

Ties. — The  costs  of  reproduction  new  of  ties,  as  reported  in  the 
tentative  valuation,  are  predicated  on  unit  prices  of  74  cents  for  oak 
and  cypress  ties  for  the  carrier  and  78  cents  for  oak  ties  for  the 
Cheyenne  Railroad.  The  carrier  protests  that  these  unit  prices  are 
inadequate  to  the  extent  that  they  are  less  than  80  cents.  The  witness 
testified  that  the  carrier  purchased  ties  in  1914  and  1915  at  a  cost  of 
33  cents,  and  to  this,  he  estimated,  should  be  added  40  cents  for 
freight,  5  cents  for  inspection,  and  2  cents  for  waste.  Our  base  price 
of  42  cents  per  tie  includes  inspection  charges.  To  this  price  we 
have  added  29  cents  to  cover  foreign-line  freight  charges  and  3  cents 
for  material-yard  handling.  These  items  total  74  cents.  For  the 
Cheyenne  Railroad  an  additional  item  of  4  cents  was  added  for  haul 
over  the  line  of  the  carrier. 

It  appears  from  the  record  that  the  base  price  of  40  cents  exclud- 
ing inspection  and  material-yard  handling,  used  in  the  tentative 
valuation  exceeds  the  actual  price  paid  by  the  carrier  for  its  ties  at 
the  point  of  origin  by  7  cents.  On  the  other  hand  the  amount  which 
we  have  included  for  foreign-line  transportation  is  11  cents  less  than 
the  carrier  contends  should  have  been  included.  The  rate  used  by  the 
carrier  in  determining  the  cost  of  foreign-line  transportation  was  25 
cents  per  hundred  pounds,  or  40  cents  per  tie  of  160  pounds.  We 
have  assumed  that  Idabel,  Okla.,  would  be  the  point  from  which  the 
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ties  would  be  obtained  and  the  rate  from  that  point  to  Clinton,  the 
delivery  point,  was  23  cents  per  hundred  pounds,  or  36.8  per  tie.  If 
we  accepted  as  correct  the  carrier's  contention  that  the  full  tariff  rate 
from  Idabel  to  Clinton  should  be  used  in  determining  the  final  price 
and  add  thereto  the  actual  cost  of  the  ties  as  testified  to  by  the 
carrier,  including  inspection  and  material-yard  handling,  the  result 
is  substantially  in  accord  with  the  price  reported  in  the  tentative 
valuation.  Under  the  circumstances  no  change  will  be  made  in  the 
amount  included  for  ties. 

Freight-train  cars. — The  carrier  protests  the  unit  prices  used  in 
determining  the  cost  of  reproduction  of  freight-train  cars.  In  the 
tentative  valuation  4  box  cars  were  priced  at  $353  each,  20  box  cars 
at  $328  each,  and  2  refrigerator  cars  at  $631  each.  The  carrier  con- 
tends that  these  prices  should  be  increased  in  amounts  sufficient  to 
include  freight  charges  and  costs  of  repairs  and  that  proper  prices 
would  be  $400  each  for  the  box  cars  and  $800  each  for  the  refrigera- 
tor cars.  Upon  investigation  we  find  that  freight  and  incidental 
charges  aggregating  $53  have  been  included  in  the  price  of  $353  for 
the  4  box  cars  referred  to  and  that  the  20  cars  priced  at  $328  each  were 
purchased  f.  o.  b.  the  carrier's  line  for  $287.50  each.  The  carrier's 
witness  testified  that  one  of  the  two  refrigerator  cars  was  received 
under  load,  and,  in  the  absence  of  evidence  to  the  contrary,  we  assume 
that  the  other  moved  in  the  same  manner.  Under  the  circumstances 
we  approve  the  prices  reported  in  the  tentative  valuation. 

Work  equipment. — The  carrier  protests  that  the  price  of  $2,437 
assigned  in  the  tentative  valuation  to  a  pile  driver  is  inadequate  and 
should  be  $4,000.  This  equipment  was  purchased  secondhand  near 
the  date  of  the  pricing  period.  We  included  the  full  purchase  price 
as  the  best  indication  of  its  value.  The  carrier  contends  that  this 
purchase  was  a  bargain  and  that  the  price  paid  does  not  represent 
the  true  value.  The  evidence  does  not  justify  an  increase  in  the 
amount  reported  in  the  tentative  valuation  for  this  item  of  equip- 
ment. 

General  expenditures.— The  tentative  valuation  includes  $11,056 
for  general  expenditures,  exclusive  of  interest  during  construction, 
computed  at  1.5  per  cent  of  the  total  of  all  road  accounts,  except 
account  2,  Land.  The  carrier  contends  that  2.5  per  cent  should 
have  been  used.  The  testimony  of  the  witness  consists  of  a  general 
estimate  based  on  his  personal  opinion  and  is  unsupported  by  evi- 
dential data.  The  percentage  used  in  the  tentative  valuation  was  de- 
termined from  a  study  of  data  supplied  by  carriers  in  all  parts  of 
the  country  and  has  been  applied  by  us  almost  without  exception. 
We  see  no  occasion  to  depart  from  our  usual  practice  here. 
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The  carrier  protests  the  tentative  value  placed  on  lands  in  zone  4 
of  the  Cheyenne  Railroad  and  zones  15  and  16  of  the  carrier.  Zone 
4,  consisting  of  12.01  acres,  lies  within  the  town  of  Cheyenne  and  was 
valued  at  $125  per  acre.  The  carrier  claims  a  value  of  $500  per  acre 
and  in  support  thereof  the  witness  testified  to  two  sales  of  0.40  acre 
and  1.33  acres  at  the  rate  of  $425  and  $1,000  per  acre,  respectively. 
Both  of  these  properties  were  quite  removed  from  the  right  of  way. 
The  former  sale  was  nearly  four  years  and  the  latter  sale  two  years 
subsequent  to  date  of  valuation.  Zones  15  and  10  consisting  of  7.5 
acres  and  1.17  acres,  respectively,  lie  within  the  town  of  Hammon 
and  were  valued  at  $325  and  $750  per  acre,  respectively.  The  carrier 
contends  for  values  of  $500  and  $850.  No  evidence  was  offered  in 
support  of  the  value  alleged  for  zone  15.  The  carrier's  witness  testi- 
fied to  two  sales  in  zone  10,  one  consisting  of  a  town  lot  which  sold 
on  a  basis  equivalent  to  $500  per  acre,  and  the  other,  consisting  of 
six  town  lots,  comprising  0.48  acre,  sold  at  the  rate  of  $833  per  acre. 
These  sales  were  four  and  two  years,  respectively,  subsequent  to 
valuation  date. 

From  the  information  contained  in  the  field  notes  and  the  extracts 
therefrom  which  were  presented  at  the  hearing,  it  is  apparent  that 
the  average  value  estimated  for  each  zone  in  question  was  founded 
upon  the  judgment  of  our  appraisers  after  the  assembling  of  data  in 
the  form  of  actual  sales,  assessment  values,  and  opinions  of  reliable 
local  business  men.  We  are  of  opinion  that  the  evidence  submitted 
by  the  carrier  is  insufficient  to  justify  any  change  in  our  land  values, 
and  the  figures  reported  in  the  tentative  valuation  are  therefore 
approved. 

WORKING  CAPITAL 

The  carrier  protests  that  the  amount  of  working  capital,  including 
material  and  supplies,  necessary  for  its  needs  on  date  of  valuation, 
should  not  be  less  than  $22,639.  The  testimony  offered  by  the  car- 
rier in  support  of  this  contention  is  general  in  its  nature,  based  upon 
estimates  of  the  witness,  and  unsupported  by  actual  records  or  evi- 
dential data.  In  our  tentative  valuation  we  stated  that  on  date  of 
valuation  the  carrier  owned  and  held  cash  on  hand  amounting  to 
$3,740,  and  material  and  supplies  in  the  amount  of  $18,890,  aggre- 
gating $22,639.  Of.this  amount  we  tentatively  found,  and  included 
in  the  final  value,  the  sum  of  $11,940  as  necessary  for  its  use  as  work- 
ing capital,  including  material  and  supplies.  Testimony  at  the  hear- 
ing, supported  by  exhibits  tabulated  from  returns  made  by  the 
carrier  to  our  questionnaire,  clearly  shows  that  the  balances  in  the 
cash  on  hand  and  material  and  supplies  accounts  on  date  of  valuation 
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can  not  be  considered  as  representing  the  amount  of  working  capital 
used  by  the  carrier  solely  for  common -carrier  purposes.  This  evi- 
dence shows  that  the  cash  receipts  were  in  hand  sufficiently  in 
advance  of  the  time  at  which  payments  were  due  to  indicate  that  the 
carrier  had  no  cash  invested  for  common-carrier  service. 

The  evidence  shows  that  the  stock  of  material  and  supplies  for 
common-carrier  service  requirements  averaged  10.96  per  cent  of  the 
average  annual  operating  expenses  for  the  four  years  preceding 
valuation  date.  This  proportion  of  the  annual  operating  expenses, 
as  of  date  of  valuation,  based  upon  the  trend  of  actual  operating 
expenses  during  the  preceding  five  years,  indicates  the  amount  re- 
quired for  material  and  supplies  would  not  exceed  $11,420,  which 
sum  is  slightly  less  than  the  amount  reported  in  the  tentative  valua- 
tion. We  now  find,  based  upon  the  information  in  the  record,  that 
the  carrier  had,  on  date  of  valuation,  invested  in  working  capital, 
for  common-carrier  purposes  and  consisting  wholly  of  material  and 
supplies,  the  sum  of  $11,420,  and  this  amount  is  included  in  the  final 
value  of  its  property. 

FINAL  VALUE 

The  carrier's  books  record  an  investment  of  $1,208,587.49  in  carrier 
property,  including  lands.  If  this  amount  were  readjusted  in  con- 
formity with  the  present  classification  of  accounts,  the  investment 
on  date  of  valuation  would  be  reduced  to  $998,229.62.  Of  this  sum, 
$26,602.25  represents  the  par  value  of  short-term  notes.  The  por- 
tion of  the  investment  representing  lands  has  not  been  definitely 
determined,  but  the  actual  cost  of  lands  supported  by  accounting 
records  is  $8,302.  The  value  of  lands  owned  and  used  for  carrier 
purposes  on  date  of  valuation,  determined  in  conformity  with  our 
usual  methods,  is  $67,647.15.  The  cost  of  reproduction  new  of  the 
property  owned  and  used,  exclusive  of  lands,  we  find  to  be  $848,280, 
and  the  cost  of  reproduction  less  depreciation  $700,728.  The  orig- 
inal cost  of  the  railroad  of  the  carrier  could  not  be  definitely 
ascertained. 

The  recorded  investment  of  the  Cheyenne  Railroad,  whose  prop- 
erty is  leased  to  the  carrier,  is  $81,139.28,  including  land.  The  cost 
of  carrier  lands  owned  but  not  used  is  reported  as  $4,658.75,  but  is 
not  supported  by  the  accounting  records.  The  value  of  these  lands 
is  found  to  be  $3,904.  The  cost  of  reproduction  new  of  the  prop- 
erty, other  than  land,  owned  but  not  used,  on  date  of  valuation,  we 
find  to  be  $89,842,  and  the  cost  of  reproduction  less  depreciation, 
$34,781.  The  original  cost  of  the  railroad  of  the  Cheyenne  Rail- 
road could  not  be  definitely  ascertained. 
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The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of 
valuation  date.  This  discrepancy  will  be  removed  when  we  adjust 
to  later  dates,  in  accordance  with  the  requirements  of  the  valuation 
act,  the  final  value  herein  reported. 

We  find  that  the  value  for  rate-making  purposes  of  the  property 
of  the  carrier,  owned  and  used  for  common-carrier  purposes,  in- 
cluding $11,420  for  working  capital,  is  $807,420,  and  of  the  property 
used  but  not  owned,  leased  from  the  Cheyenne  Railroad,  $90,000. 

An  order  will  be  entered  in  accordance  with  our  findings. 

Order 

Entered  September  13, 1926 

This  case  having  been  duly  heard  and  submitted  by  the  parties, 
and  full  investigation  of  the  matters  and  things  involved  having 
been  had,  and  said  division  having,  on  the  date  hereof,  made  and  filed 
a  report  containing  its  conclusions  thereon,  which  report  is  hereby 
referred  to  and  made  a  part  hereof : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  properties  of  The  Clinton  and  Okla- 
homa Western  Railway  Company  and  The  Cheyenne  Railroad  Com- 
pany, as  of  June  30,  1918: 

LOCATION  AND  GENERAL  DESCRIPTION  OF  PROPERTIES 

The  railroad  of  The  Clinton  and  Oklahoma  Western  Railway 
Company,  hereinafter  called  the  carrier,  is  a  single-track  standard- 
gauge  steam  railroad  in  Oklahoma.  The  owned  mileage  consists 
of  50.277  miles  of  first  main  track  extending  from  Clinton  to  Strong 
City,  Okla.  The  mileage  operated  under  lease  extends  from 
Cheyenne  to  Strong  City,  Okla.  The  carrier  uses  under  trackage 
rights  about  1  mile  of  road  of  the  Wichita  Falls  &  Northwestern 
Railway  Company  between  Hammon  Junction  and  Hammon,  Okla. 

The  railroad  of  The  Cheyenne  Railroad  Company,  hereinafter 
called  the  Cheyenne  Railroad,  which  is  leased  to  and  operated  by 
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the  carrier,  is  a  single-track  standard -gauge  steam  railroad,  extend- 
ing from  Cheyenne  to  Strong  City,  all  in  the  State  of  Oklahoma. 
The  road  of  the  Cheyenne  Kailroad  connects  with  the  road  of  the 
carrier  at  Strong  City. 

The  carrier  wholly  owns  and  uses  56.786  miles  of  all  tracks  and 
uses  but  does  not  own  7.430  miles  of  all  tracks  which  are  classified 
in  the  trackage  table  in  Appendix  1. 

THE  CARRIES 

Capitalization. — The  carrier  had  outstanding,  on  date  of  valua- 
tion, a  total  par  value  of  $1,000,000  in  storks  and  long-term  debt, 
of  which  $250,000  represented  common  stock,  and  $750,000  funded 
debt. 

Results  of  corporate  operations. — For  the  period  from  March  21, 
1910,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
were  66.6  per  cent  of  the  railway  operating  revenues.  The  records 
do  not  show  that  any  dividends  have  been  declared. 

Original  cost  to  dot*. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  regarding  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the 
books  of  the  carrier  as  $1,208,587.49.  If  readjustments  were  made, 
this  amount  would  be  reduced  to  $998,229.62,  detailed  in  Appendix 
2.  of  which  $1,338,096.14,  less  an  undetermined  portion  thereof 
assignable  to  offsetting  items  recorded  at  $506,300.32,  represents  con- 
siderations other  than  money,  the  cash  value  of  which  at  the  time 
of  the  transactions  is  not  known  and  can  not  be  determined,  as  it  is 
not  shown  in  the  records. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  owned  or  used  by  the  carrier,  all  in  Oklahoma, 
are  shown  below. 


Classification 

Cost  or 

reprodue 

Coat  of 
reproduc- 
tion less 
depreda- 
tion 

$848,  280 

89,842 

848,  2bfl 
838,128 

$700,728 
84.  781 

700,  7-2K 
785,fiQV 

Tot&l  QWXK'd  m  m                                                                        -  --  --  --  --  --  --  --  --  --- 
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These  amounts  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us  are  shown 
in  the  summary  sheets  which  are  a  part  of  Appendix  1.  Informa- 
tion as  to  the  character  of  the  property  used  but  not  owned  will  be 
found  in  Appendix  2,  under  the  caption  Leased  Railway  Property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  tints  of  dedica- 
tion to  public  use,  and  their  present  value. — The  carrier  owns  and 
uses  for  common-carrier  purposes  708.63  acres  of  lands.  The  total 
original  cost  of  lands  owned  and  used  by  it  for  carrier  purposes 
can  not  be  ascertained,  as  the  necessary  records  are  not  obtainable, 
but  the  original  cost  of  a  portion  of  these  lands  so  far  as  supported 
by  the  accounting  records  is  $8,302.  Other  data  on  their  original 
cost  will  be  found  in  Appendix  2.  The  area  and  present  value 
of  the  carrier  lands,  all  in  Oklahoma,  owned  or  used  are  found 
to 


Cluwiflcntion  Acres  **™?fnt 


VTbolly  ownfd  nnrt  il«*d   708. 63     167,047. 15 

Used  but  not  owned,  leased  from  the  Cheyenne  Railroad   94. 11       a,  004. 06 


j  oi*  jusea  — 


— - 


value 


«7.C|7.1ft 
71,  Ml.  20 


Property  held  for  purposes  other  than  those  of  a  common  car- 
rier. — The  carrier  owns  and  holds  cash  on  hand  and  material  and 
supplies  in  the  amount  of  $22,639.  Of  this  amount,  $11,420  is  neces- 
sary for  its  use  as  working  capital  and  that  sum  is,  therefore,  in- 
cluded in  the  final  value  stated  elsewhere  in  this  report.  The  re- 
mainder, $11,219,  is  owned  and  held  by  the  carrier  for  noncarrier 
purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  carrier  and  included  in  the  preceding  summary  of 
lands  owned,  97.38  acres  of  carrier  lands,  all  in  Oklahoma,  with 
present  value  of  $14,683.10,  were  acquired  through  aids.  Certain 
of  these  lands  were  donated  by  the  citizens  of  Hammon,  Okla.  The 
title  to  the  remainder  was  conveyed  by  deeds  reciting  nominal  con- 
siderations only  and  their  value  at  the  time  acquired  can  not  be 
determined.  Gash  was  received  from  citizens  of  Hammon,  Okla., 
and  other  individuals  amounting  to  $45,819.49. 

Material  and  supplies. — The  book  value  of  material  and  supplies 
on  hand  on  date  of  valuation  is  shown  in  the  records  of  the  carrier 
as  $18,899.43. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
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ing  upon  the  values  here  reported,  the  values,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier  owned  or  used,  devoted  by  it 
to  common-carrier  purposes,  are  found  to  be  as  follows : 

Wholly  owned  and  used    1807,420 

Used  but  not  owned,  leased  from  Cheyenne  Railroad   90, 000 

Total  owned   807,420 

Total  used   807,420 

The  sum  of  $11,420  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  including  material 
and  supplies.  No  other  values  or  elements  of  value  to  which  specific 
sums  can  now  be  ascribed  are  found  to  exist. 

THE  CHEYENNE  RAILROAD  COMPANY 

Capitalization* — The  Cheyenne  Railroad  had  outstanding  on  date 
of  valuation  a  total  par  value  of  $10,000  in  common  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  Cheyenne  Railroad  can  not  be  ascertained,  as 
the  necessary  records  are  not  obtainable.  Such  information  regard- 
ing actual  expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  in  road,  in- 
cluding land,  no  equipment  being  owned,  on  date  of  valuation,  is 
stated  in  the  books  of  the  Cheyenne  Railroad  as  $81,139.28,  detailed 
in  Appendix  2,  of  which  $29,746  represents  the  appraised  value  of 
right  of  way,  the  cash  value  of  which  at  the  time  of  the  transaction 
is  not  known  and  can  not  be  determined,  as  it  is  not  shown  in  the 
records. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  depre- 
ciation.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  owned 
but  not  used  by  the  Cheyenne  Railroad,  leased  to  the  carrier,  are 
$89,842  and  $84,781,  respectively.  These  amounts  classified  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
ment as  prescribed  by  us,  are  shown  in  the  summary  sheets  which 
are  a  part  of  Appendix  1.  The  Cheyenne  Railroad  uses  no  common- 
carrier  property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  Cheyenne  Railroad  owns 
but  does  not  use  94.11  acres  of  lands,  which  are  leased  to  the  carrier 
for  common-carrier  purposes.  The  total  original  cost  of  these  lands 
can  not  be  ascertained,  as  the  necessary  records  are  not  obtainable. 
Certain  data  on  their  original  cost  will  be  found  in  Appendix  2. 
The  present  value  of  the  94.11  acres  of  carrier  lands  owned  but  not 
used  is  found  to  be  $3,904.05. 
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Property  held  for  purposes  other  than  those  of  a  common  car- 
tier. — The  Cheyenne  Railroad  owns  no  property  held  for  noncarrier 
purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  Cheyenne  Railroad  and  included  in  the  preceding 
summaries  of  lands  owned,  46.43  acres  of  carrier  lands,  all  in  Okla- 
homa, with  present  value  $1,674.75,  were  acquired  through  aids. 
The  title  to  these  lands  was  conveyed  by  deeds  reciting  nominal  con- 
siderations only  and  their  value  at  the  time  acquired  can  not  be  de- 
termined. The  Cheyenne  Railroad  reports  that  it  received  as  dona- 
tions from  the  citizens  of  Cheyenne,  Okla.,  $5,372.98  in  cash,  and 
94.96  acres  of  lands  having  an  estimated  value  at  the  time  of  acquisi- 
tion of  $8,026. 

Material  and  supplies. — The  Cheyenne  Railroad  has  no  material 
and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value,  for  rate-making  purposes,  of  the  property 
of  the  Cheyenne  Railroad  owned  but  not  used,  leased  to  the  carrier 
for  common-carrier  purposes,  is  found  to  be  $90,000.  No  working 
capital,  including  material  and  supplies,  is  found  to  be  owned  or  used 
by  the  Cheyenne  Railroad.  No  other  values  or  elements  of  value 
to  which  specific  sums  can  now  be  ascribed  are  found  to  exist. 

IN  GENERAL 

With  respect  to  each  of  the  carriers  embraced  in  this  proceeding, 
in  addition  to  other  matters  stated,  the  following  paragraphs  apply 
as  a  part  of  each  respective  valuation. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Appen- 
dixes 1  and  2.  Appendix  1  gives  the  explanatory  text  and  summary 
sheets  showing  the  classification  of  the  cost  of  reproduction  new  and 
cost  of  reproduction  less  depreciation,  above  set  forth,  in  conformity 
with  the  classification  of  expenditures  for  road  and  equipment  pre- 
scribed by  us.  Appendix  2  shows  in  detail  the  history  and  organiza- 
tion of  the  present  and  predecessor  corporations;  moneys  received 
by  reason  of  issues  of  stocks,  bonds,  and  other  securities,  together 
with  the  syndicating,  banking,  and  other  financial  arrangements 
attending  their  issue;  the  net  and  gross  earnings;  a  statement  of  the 
expenditures  of  moneys  accompanied  by  a  statement  of  the  purposes 
thereof;  the  development  of  fixed  physical  property;  investment  in 
road  and  equipment;  the  cost  of  lands,  rights  of  way,  and  terminals; 
the  general  balance  sheet  statement;  and  other  pertinent  information. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C-  C.  1, 108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
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of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carriers  embraced  in  this  proceeding  operate, 
give  the  details  respecting  the  figures  here  reported  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  inspec- 
tion, and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 


APPENDIX  1 


This  track  mileage  of  the  carrier 
classified  in  the  following  table : 


and  leased  line  wholly  in  Oklahoma  is 


ton 


Second 


Yard 
!  rack* 


All 


Miltt 

Wholly  owned  and  used.  I    80.  277 

UkhI  but  not  owned,  leased  from  the  Cheyennj  Railroad.. 


h 


Total  owned  i  60.277 

Total  used  -  !     57. 1»7 


Milt* 
0.  400 


o.  m 

0.466 


ft.  043 
0.370 

T043 
fl  013 


Milt* 

7,430 

W.7W 
64.  216 


TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connection  with  lines  of  other  carriers  for  inter- 
change of  traffic  as  follows: 

At  Clinton,  Okla.,  with  St.  Louis-San  Francisco  Railway  Company. 

At  Clinton,  Okie.,  with  Kansas  City,  Mexico  &  Orient  Railroad  Company. 

At  Ralph,  Okla..  with  the  Chicago  Rock  Island  and  Pacific  Railway  Company. 

At  Hammon  Junction,  Okla.,  with  Wichita  Falls  and  Northwestern  Railway 
Company. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

Farm  development. — The  main  industries  of  the  region  traversed  are  farm- 
ing and  stock  raising. 

PHYSICAL  CONDITIONS  AFFECTINO  CON8TUCCTI0N 

Topography. — The  Uae  follows,  approximately,  the  valley  of  the  Washita 
River,  the  boII  being  a  sandy  loam  with  underlying  strata  of  sandstone. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  Is  fairly  light  with  some  classified  excavation.  There  are  89 
trestles  with  a  total  length  of  5,670  feet.  The  main  track  is  laid  with  new 
00-pound  rail. 
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BQTTIFMEWT 

The  carrier  owns  and  uses  the  following  equipment :  8  steam  locomotires. 
35  freight-train  cars,  4  passenger-train  cars,  7  work-equipment  units. 

ENGINEERING  AND  OENBUL  EXPENDITURES 

Engineering  has  been  estimated  at  8.5  per  cent  on  road  accounts  8  to  47. 
General  expenditures,  exclusive  of  Interest,  have  been  estimated  at  1.5  per  cent 
upon  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  con- 
struction has  been  estimated  for  one-half  the  construction  period  plus  three 
months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures  accounts, 
except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated  for  three 
months  at  6  per  cent  per  annum.  The  construction  period  was  placed  at  12 
months  for  the  owned  property  and  6  months  for  the  property  owned  by  the 
Cheyenne  Railroad. 

sum  MARIES 

• 

The  carrier,  wholly  owned  and  used 


I  RO.\P 


I 

!? 

12 

\l 
\l 

2* 
32 

37 


Engineering  

Grading  

Bridges,  trestles,  and  ttiivrm 


Other 
Ballast 
Tracklajlng  and 
Right-of-way  " 
Crossings 


Roadway  buildings. 


41 

a 
m 

B7 


At  Ions  ... 

Fuel  stations.  

Shops  and  engine*  houses.. 
Talegraph  and  Ulc  phone  lines. 
Power-distrtr. 


I.*' 


Total.  1,  and  3  to  47,  iucluMv*  

II.  KGUrMENT 

8team  locomotive*  

Freight -train  cars  

Passenger  train  car?  


Total.  51  to  38,  Inclusive.  

DI.  OEMMAL  rxrrNDfTVHKC 


Toui.nton.i 

I  total.  Lands  to  77.  Indu-ive.. 


Cost  of  re- 
production 


S24.756 

164,168 
6<i.0O2 
119.  432 
1MJ.  103 
25.233 
229 
36,579 
18.307 
4,394 
23,132 
2.066 
25,  103 
951 
0.  .vi? 
8,048 
23 
1,632 
752 
4. 948 


Cost  of  re- 
production 
less  drpre- 


71  tr?*r:i  ration  MpensM  

72  j  General  office/*  and  clerks  

73  Law  

14  '  Btarlonrry  and  printing...   .--  •  

75  '  Taxes    -    

77  ' 


848. 286 


124,756 

164.083 
49.083 
60,193 
165,390 
17,  HOI 
146 
42,165 
12,  *1* 
3.  MB 


1,667 
23.182 
76) 
5,313 
5, 668 
21 
973 
414 
4,101 


732,083 

602,260 

46,769 

45,202 

11,838 

10, 142 

7.  67r, 

2.B34 

4.6M) 

2,953 

70,  723 

61, 133 

10,9*1 

i 

9.004 

34.  4W 

28.331 

4i,  460 

37.333 

700.  728 
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The  Cheyenne  Railroad  Company,  owned  but  not  used,  leased  to  the  carrier 


Acct. 


Cost  of  re- 
product  ion 


Cost  of  re- 
production 
less  depre- 
ciation 


I 

3 

s 
8 

10 
12 
13 
15 
IB 
18 
26 


71 

72 
73 
74 
75 
77 
76 


J.  ROAD 


Engineering  

Grading   

Bridges,  trestle?,  and  culverts . . 

Ties  -    - 

R»ils  

Other  track  material  

Tracklaylng  and  surfacing  

Right-of-way  fences  

Crossings  and  signs.  

Station  and  office  buildings..... 

Watfr  stations  

Telegraph  and  telephone  lines . . 


Total.  1,  and  3  to  47,  inclusive. 


111.  ORSERAT.  EXrEKOTTVRK* 


Organization  expend  

General  officers  and  clerks . . . 

Law.  -  -.-  

Stationery  and  printing  

Taxes  -   

Other  expenditures,  general. 
Interest  during  construction. 


Total,  71  to  77.  Inclusive  

Grand  total.  1.  and  3  to  77,  Inclusive. 


$2,900 

23,  acts 

5,564 
17.335 
20,051 
2,475 
7,200 
2,021 
324 
3.085 
559 
1.  223 


85, 93fl 


$2. 90S 

23, 159 
4, 947 
15.602 
19,315 
1.  777 
<Vfi07 
1. 872 
27H 
3,026 
443 
I,  179 

HI.  109 


I.  211 


APPENDIX  2 


The  carrier  is  a  corporation  of  the  8tate  of  Oklahoma,  having  its  principal 
office  at  Clinton,  Okla.  The  accounting  records  of  the  carrier  are  incomplete 
for  the  period  from  February,  1900,  to  June  30,  1914.  On  two  occasions  new 
hooks  of  account  were  opened,  but  the  balances  set  up  In  the  new  ledgers  could 
not  be  reconciled  with  those  recorded  in  preceding  ledgers.  For  these  reasons 
only  partial  information  can  be  given  from  the  accounts  in  connection  with 
the  finances,  aids,  investments,  or  original  cost.  It  is  controlled  by  F.  Kell 
through  ownership  of  a  majority  of  Its  capital  stock.  On  the  other  hand,  the 
records  reviewed  do  not  indicate  that  this  carrier  itself  controls  any  common- 
carrier  corporations.  The  property  of  the  carrier  has  been  operated  by  Its  own 
organization  during  its  entire  life. 


CORPORATE  HISTORY 


The  carrier  was  Incorporated  November  10,  1908,  under  the  general  laws 
of  the  State  of  Oklahoma,  for  the  stated  purpose  of  constructing,  maintain- 
ing, and  operating  a  railroad  in  the  State  of  Oklahoma  from  Clinton  to 
Guyraon.  and  from  Clinton  to  Lehigh.  The  date  of  its  organisation  was 
November  17,  1908. 
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DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  owned  mileage  of  the  carrier,  amounting  to  60.277  miles,  was 
all  acquired  by  construction.   The  years  when  the  various  portions  of  the  line 


were  constructed  are  indicated  in  the  following  statement: 

Recorded  mileage 

Clinton  to  Butler,  Okla..  1909  to  Mar.  21,  1910  __   21. 5 

Butter  to  Strong  City.  Okla.,  1912  to  Oct.  18,  1912  30.0 

Hammon  to  Haninion  Junction,  Okla.,  July,  1915   .86 


Total  52.  36 

Difference  between  mileage  inventoried  ns  of  date  of  valuation  and  total 
recorded  mileage   __  2.083 


Mileage  inventoried  as  of  date  of  valuation   50.  277 

In  the  construction  of  the  road  built  for  the  carrier  the  Washita  Valley 


Construction  Company  and  the  firm  of  Mancy  Brothers  were  contractors  for 
the  sections  Clinton  to  Butler  and  Butler  to  Strong  City,  respectively.  The 
records  reviewed  indicate  that  these  contractors  were  affiliated  with  the  carrier. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  records  of  the 
carrier  do  not  indicate  that  any  syndicating  arrangements  were  made  in  con- 
nection with  the  issuance  of  its  securities.  The  carrier  issued  its  securities 
and  Incurred  other  Indebtedness  under  conditions  and  for  considerations  de- 
scribed in  detail  In  the  paragraphs  of  this  section  devoted  to  capital  stock, 
long-term  debt,  and  other  obligations. 

Capital  stock  and  long-term  debt.— From  the  date  of  its  incorporation,  No- 
rember  10.  1908,  to  date  of  valuation,  the  carrier  has  issued  capital  stock  and 
funded  debt*  as  indicated  by  Its  records,  aggregating  $1,873,750  par  value,  of 
which  $1,000,000  are  actually  outstanding,  as  summarized  in  the  following 
table: 


Issued 

Retired 

Actually 
outstanding 

r»piui  stock,  par  raJue,  common  

$750,000 
1. 123,760 

feoaooo 

373,760 

$350,000 
760.000 

1, 873, 760 

873,750 

1,000,000 

Capital  stock. — The  authorized  capital  stock  of  the  carrier  was  originally 
$500,000  par  value,  divided  into  shares  of  $100  par  value  each.  The  amount 
of  the  authorized  capital  stock  was  increased  on  July  1,  1912,  to  $750,000  and 
was  decreased  on  September  4,  1917,  to  $2.rr0,000.  The  reason  for  the  de- 
crease was  not  indicated  in  the  resolution  voting  the  reduction.  In  a  report 
to  the  commission  this  action  was  stated  to  have  been  taken  to  bring  the 
amount  of  securities  to  a  figure  more  nearly  equal  to  the  investment  In  the 
property.  The  carrier  has  issued  and  reacquired  capital  stock  in  exchange 
for  the  following  recorded  considerations. 
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Co  oil  (tore '  Lob 


Issued: 

Cash  

Preliminary  and  organization  expenses  ■ 

Charged  to  Washita  Valley  Construction  Company  In  open  account  as  part 

Kyment  for  construction  of  road  between  Clinton  and  Butler...  
rged  to  Washita  Valley  Construction  ~ 
tlement  of  subscription  to  capital  stock. 


Recorded 
value 


S1S.87&.89 

12, 000.  00 


Par  value 


$15.  875. 39 

sz  000.00 


430,000.  00  i    430,000.  Of) 

%  ioa  oo     %  loo.  oo 


Total  issued  for  recorded  considerations  !  4W.976.  TO 

Inseparable  part  of  $3<X,000  charged  to  Maney  Brothers,  contractors,  in 

open  account,  t*tng  itRreed  value  of  $2.TO,0O0  par  value  of  capital  stock  and 

$320,000  par  value  of ' 
Undetermined  


Total  par  value  issued    -   

Reacquired  and  retired,  surrendered  by  holders  without  recorded  consideration. 
(Par  value  credited  to  road  and  equipment  account)  


Outstanding  on  date  of  valuation. 


499,975  39 


2161 


750,000.00 

600,  000.  00 


250,  000.  00 


The  difference  between  the  par  value  of  capital  stock  Issued  by  the  carrier 
and  the  considerations  recorded  as  received  in  exchange  therefor,  being  a 
discount  of  $200,000,  an  undetermined  portion  of  which  is  applicable  to  $320,000 
par  value  of  funded  debt  issued,  was  charged  to  the  road  and  equipment 
investment  account. 

Funded  debt. — The  carrier  has  issued  and  reacquired  funded  debt  in  ex- 
change for  the  following  recorded  considerations. 


Recorded 


Par  value 


•mpany  in  open  account  as  part 
Clinton  and  Butler. 


Charged  to  Washita  Valley 

payment  for  construction  of  road  between 

Equipment  

Issued  to  Mississippi  Valley  Trust  Company  In  settlement  of  loan  for 

struction  purposes  


con- 


Total  issued  for  recorded  considerations  

Inseparable  part  of  $304,000  charged  to  Maney  Brothers,  contractors,  in  open 
account,  being  agreed  value  of  $320,000  par  value  of  bonds  and  $210,000  par 
value  of  capital 


Total  par  value  issued.... 

Reacquired  and  retired: 

Cash. 


i  recorded  at  

Total  reacquired  for  recorded  considerations. 


$430,000 

18,760 

390,000 

$430,  COO 

14,750 

300,000 

808,750 

803,750 

32a  "00 

\  

1, 123, 760 

£2 

as 

37J.750 

373, 7*> 

750.000 



The  difference  between  the  par  value  of  funded  debt  issued  by  the  carrier 
and  the  consideration  recorded  as  received  in  exchange  therefor,  being  a  dis- 
count of  $206,000,  an  undetermined  portion  of  which  is  applicable  to  $250,000 
par  value  of  capital  stock  issued,  was  charged  to  the  road  and  equipment 
investment  account.  The  funded  debt  actually  outstanding  on  date  of  valua- 
tion comprises  $750,000  par  value  first-mortgage  5  per  cent  bonds,  dated  May  1, 
1910.  maturing  May  1.  1930. 

Short-term  notcn. — The  carrier  has  issued  short-term  notes  of  $98,599.97  par 
value,  excluding  renewals,  to  date  of  valuation,  of  which  I95.5W.97  have  been 
retired,  leaving  $8,000  outstanding  on  date  of  valuatiou.    The  considerations 
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record e<1  as  passed  In  connection  with  the  issuance  of  these  notes  and  the 
partial  roacqulrements  thereof,  are  detailed  below. 


Consideration 

I J .  iA,-ir  ,lf>  - 1 

ralue 

Par  value 

UiUDU. 

$32.  MO.  04 
20, 102.  25 
500.00 
881.  90 

18,481.30 

$32, 5ia  04 
20, 102.  25 
500.00 
'•SI.  w 
20, 043.  52 

18,401.30 

Tn  vAtf  m*nt  in  r«w<f 

Hthtfr        rn  1 1 1*ri  t  1  m  i  <i    rt*r*f\ri\mt\  of 

Issued  to  Maney  Brothers,  contractors,  charged  to  profit  and  loss,  (no  further 
details)  

08,509.97 

08.590.97 

Reacquired  and  retired: 

Cash.  

50,050.42 

27.401.S0 
17, 482.  10 

50,050.42 

27,401.30 
17,482.10 

Liabilities  assumed  by  Money  Brothers,  contractors,  credited  to  profit  and 

05.599.97 

05,500.07 

Outstanding  —    

1,000.00 

^  1 

RKSULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  Income  and  profit  and 
loss  accounts  of  the  carrier,  which  wore  kept  on  a  calendar-year  basis,  are  given 
below. 

Income  statement. — A  condensed  summary  of  the  Income  accounts  for  the 
jear  ended  December  31,  1017,  and  for  the  period  March  21,  1910,  to  date  of 
valuation,  follows. 


Operating  Income: 

Railway  operating  revenues. 
Railway  operating  expenses . 


Net  revenue  from  railway  operations. 

Railway  tax  accruals  

Unrollectiblo  railway  revenues  


Total  operating  income. 


N' cooperating  Income: 

Joint-facility  rent  income  

Income  from  unfunded  securities  and  accounts . 


ToUl  

Oross  income. 


Deductions  from  gross  Income: 

Uire  of  equipment  

Joint-facility  rents  

Rent  for  leased  roads.  

Interest  on  funded  debt  

Interest  on  unfunded  debt. 


Total  

Net  income.. 
Net  deficit... 


Disposition  of  net  income: 

Income  credit  balance  transferred  to  profit  and  loss. 
Income  debit  balance  transferred  to  profit  and  Ion. 


Year 


tl  54, 033.60 
t<i.4>v  'A 


04,  IV.  00 
ft,  039.  53 
5Z87 


68,444.20 


58,444.20 


0. 244. 58 


833.30 
37,902.43 


4.1. 040.  37 
13.  403.  M 


Period 


J779.O82.0O 
518.525.09 


2fi0.  507.  00 
27,011,81 
01.02 


233. 433.  67 
i         -  -i 

1.257.60 
6. 140.  24 


0,403. 74 
239. 837. 31 


43, 433. 75 

378.00 
2,083.  34 
196, 164.  38 
19. 077.  70 


13. 403.  89 


200. 137. 20 
"*20.'290.05 

20, 209- 06 
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Profit  and  loss  statement. — A  condensed  summary  of  the  profit  and  loss 

accounts  for  the  period  March  21,  1910,  to  date  of  valuation,  follows. 

Credits : 

Donations  $46,148.07 

Miscellaneous  credits — 

Liabilities  assumed  by  Maney  Brothers,  on 

details   $137,974.44 

Other  miscellaneous  credits   16,075.80 

  154,060.24 


Total   200,198.81 

Debits:  — 

Net  debit  balance  transferred  from  income   20, 299  9T> 

Surplus  appropriated  for  investment  in  physical  property   1, 001. 87 

Miscellaneous  debits: 

Short-term  note  in  favor  of  Maney  Brothers. 

charged  to  profit  and  loss,  par  value   $18, 461.  36 

Assets  due  to  Maney  Brothers,  no  details   3, 618. 19 

Uncollectible  bonuses  pledged  during  construc- 
tion  5.603.44 

Other  miscellaneous  debits   _  _      8, 119.  79 


30.  802.78 


Total   52,104.40 

Credit  balance  as  of  date  of  valuation  148. 093.91 

Dividends.— The  records  do  not  indicate  that  the  carrier  has  declared  any 
dividends. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  investment  of  the  carrier  In  road  and  equipment,  including  land,  on 
date  of  valuation  is  stated  in  Its  books  as  $1,208,587.49,  of  which  the  following 
is  a  general  analysis : 
For  construction  and  equipment: 

Amounts  charged  to  Washita  Valley  Construction  Company 
in  open  account  as  indicated  hereunder,  for  road  con- 
structed and  equipment  furnished  at  a  recorded  cost  to  the 
construction  company  of  $244,778.69 — 

Money  outlay   $74,416.90 

Capital  stock,  par  value     430,000.00 

Funded  debt,  par  value  -   430, 000. 00 

Interest  on  loans   423.80 

Amounts  charged  for  which  a  detail  by  classes  of  outlays 
was  not  obtained   7,  861.  44 


942,201.80 

Expenditures  for  road  constructed,  transferred  from  open  account 
with  Maney  Brothers,  contractors.  (The  records  reviewed 
indicate  that  Maney  Brothers  received  capital  stock  of  $250,000 
par  value  and  bonds  of  $320,000  par  value  at  an  agreed  value  of 
$364,000  in  part  payment  for  such  construction  performed, 
leaving  remaining  $6,869.86  for  which  the  considerations  were 
not  determined)   370. 389.  86 

1,  312,  571. 16 
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Lessor  Company 
Tbk  Cheyenne  Railroad  Company 
introductory 

The  Cheyenne  Railroad  is  a  corporation  of  the  State  of  Oklahoma,  having 
lta  principal  office  at  Clinton,  Oklu.  It  is  controlled  by  F.  Kell  through 
ownership  of  a  majority  of  its  outstanding  capital  stock.  On  the  other  hand, 
the  records  do  not  indicate  that  this  company,  itself,  controls  any  common- 
carrier  corporations.  The  property  of  the  Cheyenne  Railroad  has  always 
been  operated  by  the  carrier. 

CORPORATE  HISTORY 

The  Cheyenne  Railroad  was  incorporated  November  6,  1916,  under  the 
general  laws  of  the  State  of  Oklahoma  for  the  stated  purpose  of  owning,  oper- 
ating, and  maintaining  the  line  of  railroad  of  the  Cheyenne  Short  Line  Rail- 
roud  Company,  extending  from  Strong  City  to  Cheyenne,  Okla.  The  date  of 
its  organisation  was  November  15,  1916.  The  company  acquired  on  January 
5,  1917,  from  three  individuals  the  railroad  property,  franchises,  rights,  and 
privileges  formerly  owned  by  the  Cheyenne  Short  Line  Railroad  Company, 
which  had  been  sold  to  such  individuals  at  receiver's  sale  on  November  4,  1916. 
No  further  particulars  regarding  the  Cheyenne  Short  Line  Railroad  Company 
were  obtained. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  entire  6.860  miles  of  road  of  the  Cheyenne  Railroad  had  been  acquired 
from  B.  L.  Mitchell,  Perry  Madden,  and  S.  Grim,  who  purchased  at  receiver's 
gale  on  November  4,  1916,  the  property  of  the  Cheyenne  Short  Line  Railroad 
Company.  The  records  reviewed  Indicate  that  the  company  reconstructed  such 
property,  and  that  operations  were  not  resumed  until  September,  1917. 

HI8TOBY  OF  CORPORATE  FINANCING- 

Syndicating,  banking,  and  other  financial  arrangements.— Financial  arrange- 
ments of  the  Cheyenne  Railroad  include  the  issuance  of  its  capital  stock  and 
the  incurring  of  open-account  indebtedness  to  Frank  Kell  aud  Maney  Brothers, 
In  connection  with  the  reconstruction  of  its  railroad. 

Capital  ttock. — The  authorised  capital  stock  of  the  Cheyenne  Railroad  is 
$10,000  par  value,  divided  into  shares  of  $100  par  value  each,  and  classed  as 
common  stock.  All  of  this  stock  was  issued  at  par  to  Frank  Kell  and  Maney 
Brothers  in  part  payment  for  advances  made  by  them,  and  is  all  actually 
outstanding. 

Other  obligation*. — The  Cheyenne  Railroad  incurred  open-account  indebted- 
ness to  Frank  Kell  and  Maney  Brothers  aggregating  $45,704.23  to  date  of 
valuation,  covering  cash  advances  for  reconstruction  purposes.  Such  debt  had 
been  partly  repaid  by  the  Issuance  at  par  of  $10,000  capital  stock,  leaving 
$35,764.28  owing  on  date  of  valuation,  classified  us  loans  and  bills  payable. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  In  the  income  and  profit  and 
loss  accounts  of  the  Cheyenne  Railroad,  are  given  on  page  266. 
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Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
period  September  1,  1917,  to  date  of  valuation,  follows. 

Operating  Income,  railway  tax  accruals   $308 .04 

Nonoperating  income,  income  from  lease  of  road   2,  083  34 


Gross  income   1.  774.  70 


For  construction  and  additions  and  betterments,  not 
separable : 

Recorded  money  outlay   $80, 175.  75 

Capital  stock  issued,  recorded  as  preliminary  and 

organisation  expenses,  par  value  —  52, 000. 00 

Short-term  notes  issued,  par  value   500.00 

Amounts  charged  for  which  a  detail  by  classes  of 

outlays  was  not  obtained   7,589. 23 

  $140,  264. 98 

For  equipment : 

Recorded  money  outlay   11,901.55 

Funded  debt  issued,  par  value  -   13,  750. 00 

Short-term  notes  issued,  par  value   2(5. 102. 25 

  51. 753. 80 

Total  of  above  items     1.504,  589. 94 

Less  separable  retirements  and  other  credit : 

Equipment  retired,  credited  at   $0,360.32 

Capital  stock  surrendered  by  holders  without  re- 
corded consideration,  par  value  (no  details)   500,000.00 

  500. 800.  32 

Total   -  998,229.62 

Other  items,  charges  not  in  accordance  with  the  pres- 
ent classification  of  accounts : 
Transferable  to  balance  sheet  accounts  discount 
on  Capital  Stock  and/or  Discount  on  Funded 
Debt,  discount  on  capital  stock  and  discount 

on  funded  debt,  not  separable  $206, 000. 00 

Transferable  to  other  balance  sheet  accounts: 
Amounts  charged  to  the  road  and  equipment 
account  and  credited  to  J.  W.  Maney  in 
open  account,  no  details   3,000.00 

equipment  account  as  set  up  in  new  led- 
gers and  the  balance  recorded  in  preceding 

ledgers,  no  details   1,857.87 

  210,357.87 

Total  recorded  as  of  date  of  valuation   1, 208, 587. 49 

If  the  "  other  items  "  set  out  in  the  above  general  analysis  were  eliminated, 
and  if  all  the  items  then  remaining  were  taken  at  their  recorded  values,  the 
balance  in  the  road  and  equipment  Investment  account  would  be  reduced  by 
$210,357.87,  or  to  $998,229.62.  This  adjusted  amount  would  be  the  result,  on 
the  one  hand,  of  gross  outlays  that  consist,  in  part,  of  considerations  other  than 
cash  recorded  at  $1,338,096.14,  and,  on  the  other  hand,  of  Items  deductible  from 
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the  gross  outlays  and  recorded  at  $506,360.32.  The  cash  value  at  the  time  of 
the  transactions  of  the  considerations  other  than  cash  and  of  the  Items  de- 
ductible from  the  gross  outlays  is  not  known  and  can  not  be  definitely  deter- 
mined. The  balance  in  the  road  and  equipment  investment  account,  if  ad- 
justed to  the  above  extent,  so  far  as  it  is  resolvable  into  the  kinds  of  considera- 


tions, would  comprise  the  following  classes  of  recorded  outlay: 

Recorded  money  outlay     $166, 493  80 

Capital  stock  issued,  par  value     482, 000. 00 

Funded  debt  issued,  par  value      443, 780. 00 

Capital  stock  of  $250,000  par  value,  and  funded  debt  of  $320,000 

par  value,  issued  at  agreed  value  of   364, 000. 00 

8hort-term  notes  issued,  par  value   26,  602. 25 

Amount  recorded  as  interest   423.86 

Amounts  charged  for  which  a  detail  by  classes  of  outlay  was  not 

obtained    21,320.53 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent — 

Equipment  retired,  credited  at   6, 860. 82 

Capital  stock  surrendered  by  holders  without  recorded  con- 
sideration, par  value,  no  details   500, 000. 00 


ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  Including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.   The  data  obtained  on  the  outlay  for  creating  and  improving  such 


property  are  summarized  as  follows: 

Outlay  by  the  carrier: 

Recorded  money  outlay   _  _   $92. 077. 30 

Capital  stock  issued,  par  value   52, 000.  00 

Funded  debt  Issued,  par  value   13, 750. 00 

Capital  stock  of  $250,000  par  value,  and  funded  debt  of  $320,000 

par  value,  issued  at  agreed  value  of   364, 000. 00 

Short-term  notes  issued,  par  value     26, 602. 25 

Amounts  charged  for  which  a  detail  by  classes  of  outlay  was  not 

obtained   13-  959  09 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent — 

Equipment  retired,  credited  at   6, 360. 32 

Capital  stock  surrendered  by  holders  without  consideration, 

par  value,  no  details  500,  000. 00 

Outlay  by  Washita  Valley  Construction  Company,  amounts  charged 
for  which  a  detail  by  classes  of  outlay  was  not  obtained   244,  778.  68 


Cost  of  lands. — The  carrier  reports  amounts  aggregating  $3(1.205.35  as  the 
outlays  by  it  in  connection  with  lands  and  rights  owned  or  used  by  it.  A 
verification  of  the  amounts  indicates  that  the  reported  outlays  should  be  re- 
duced by  $32,  due  to  the  deduction  of  that  amount  of  nominal  deed  considera- 
tion reported,  but  not  paid.  The  returns  made  by  the  carrier  include  certain 
lauds  which  were  donated,  certain  lands  for  which  nominal  deed  considerations 
only  are  reported,  a  certain  street  vacated  to  the  carrier  by  the  town  of  Ham- 
mon.  Okla.,  without  reported  consideration,  certain  lands  acquired  by  con- 
'k'Uination  for  which  costs  are  not  ascertainable,  and  certain  rights  in  private 
lands  acquired  for  which  costs  are  not  reported. 
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The  amounts  reported  by  the  carrier  as  costs  for  the  remaining  lands  owned, 
after  making  the  changes  noted  above,  are  made  up  in  part  of  costs  supported 
by  accounting  records  and  in  part  of  substantial  considerations  named  in  deeds 
or  other  instruments  which  the  carrier  returned  as  costs,  but  which  are  not 
supported  by  accounting  records.  These  amounts,  classified  according  to  the 
classification  herein  of  the  lands  to  which  they  apply,  are  summarized  as 
follows:  Lands  classified  as  carrier,  owned  and  used:  Costs  supported  by  ac- 
counting records,  $8,302;  amounts  not  supported  by  accounting  records, 
$27,871.35.  All  of  the  above  lands  and  rights  are  located  in  the  State  of 
Oklahoma.  The  information  as  to  the  original  cost  of  the  lands  owned  by  the 
lessor  of  the  carrier  is  given  in  the  report  on  that  company. 

Cost  of  machinery  and  equipment.— The  carrier  reports  that  it  owns  and 
uses  51  units  of  equipment,  1  roadway  machine,  and  certain  machinery,  with 
costs  aggregating  $70,063.35.  A  verification  of  the  returns  of  the  carrier 
Indicates  that  the  number  of  units  of  equipment  should  be  reduced  by  2,  that 
the  units  of  roadway  machines  should  be  Increased  by  15,  and  that  the  costs 
should  be  reduced  by  $10,106.45,  as  detailed  below. 


Units 

Addition*: 

Roadway  machines,  inventory,  bat  not  reported  in  returns,  costs  not  ascertained. .. 

16 

Work  equipment— 

Transferred  from  freight-train  cars  

Transferred  from  roadway  machines,  pile  driver  on  car  inventoried  as  one  unit.. 

6 

$1,992.  M 

2,4*7.07 

Total  

21 

4,428.93 

Deductions: 

Roadway  machines,  pile  driver  considered  as  part  of  unit  of  work  equipment  

1 

2,437.07 

Passenger-train  car»,  not  serviceable 

6 

1,992.86 

* 

10, 10ft.  46 

Total..... .•*...... ...................................... .............. ...... ...... 

Net  total  add  it  ions...  ................................... — ... — .............. — . . 

Net  totAl  deductions  

8 
13 

14.86.38 
10,108. 43 

After  making  the  changes  noted  above  and  classifying  the  returns  according 
to  the  classification  herein  of  the  property  to  which  they  apply,  the  revised 
returns  are  summarized  as  follows : 


Classification 

Units 

Costs  sup- 
ported by 
accounting 

mated  > 

Machinery: 

Roadway  machines  .    .  .............. 

16 

$2,054.34 

43.188.71 
11.071.91 
7,82V  00 
5.f)6fl.04 

Equipment: 

6 
33 
4 
7 

»M>.*40 

F*r©ijh t*tr&ln  c&rs.»» . 

49 

67,452  26 

360.40 

>  Amounts  estimated  by  the  carrier  or  otherwise  not  supported  by  accounting  records. 
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AIDS,  GIFTS,  GRANTS,  AND  DONATIONS 


The  carrier  reports  the  following  aids,  gifts,  grants,  and  donations  as  having 
been  received  by  it: 


Donor 

Lands,1  rittwDS  of  Ham  iron.  Old*  

Other  Items: 

 -  -   

Lands,  acreage  not  stated,  having  estimated 
▼aloe  at  tuna  of  acquisition  of. 

Cash  

1800.00 
2,600.00 

Various  Individuals  

»  The  cost  to  the  donors  at  time  of  acquisition  was  not  reported  by  the  carrier. 


In  addition  to  the  above,  the  carrier  reports  $2,500  of  cash  donations  from 
the  citizens  of  Hammon,  Okla.,  which  its  accounts  record  as  having  been 
canceled.  The  carrier  reports  that  its  expenditures  incurred  in  the  acquisition 
of  the  above-stated  aids,  gifts,  grants,  and  donations  amounted  to  $171.42. 
The  carrier  does  not  report,  and  its  accounts  do  not  record,  any  moneys  or 
other  considerations  as  received  from  sales  of  any  portion  of  lands  conveyed 
to  it  as  aids,  gifts,  or  grants.  The  report  of  the  carrier  upon  the  costs  of  its 
lands  shows  that  certain  parcels  were  acquired  by  it  through  deeds  that  recite 
merely  nominal  considerations.  Since  the  records  do  not  indicate  that  any 
actual  payment  was  made  in  the  acquisition  of  these  parcels  they  have  been 
herein  designated  as  apparent  aids. 

MATERIAL  AND  SUPPLIES 

The  investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
is  stated  in  Its  books  as  $18,899.43. 

LEASED  BAIL  WAT  PROPERTT 

The  carrier  uses  on  date  of  valuation  facilities  owned  by  other  companies  to 
the  extent  indicated  In  the  statement  below.  The  description  of  the  property, 
the  period  and  terms  of  use,  and  the  rentals  accrued  and  charged  to  Income 
for  the  year  ending  on  date  of  valuation,  are  as  follows : 

Rentals 

Solely  used,  but  not  owned,  leased  from  The  Cheyenne  Railroad 
Company,  entire  property ;  term,  one  year  from  Sept.  4,  1917 ; 
annual  rental  $2,500,  plus  maintenance  and  taxes  $2,083.34 

Jointly  used,  but  not  owned,  owned  by  The  Wichita  Falls  &  North- 
western Railway  Company,  tracks,  about  1  mile,  from  Hammon 
Junction  to  Hammon,  Okla.,  for  Indefinite  period  from  July  26. 
1915;  rental  $1,080  per  annum.  (The  records  reviewed  did  not 
Indicate  the  amounts  of  rental  accrued  and  charged  for  the  use 
of  this  facility  during  the  year  ending  on  date  of  valuation)  

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  as  follows : 
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Investments,  Investment  In  road  and  equipment —  $1,  208,  587. 49 

Current  assets: 

Cash   _   8,740.04 

Traffic  and  car-service  balances  receivable   6. 68 

Net  balance  receivable  from  agents  and  conductors   816. 08 

Miscellaneous  accounts  receivable   9,  tUO.  47 

Material  and  supplies   18,889.48 

Total    32.  573.  50 


Deferred  assets,  working-fund  advances   20.00 

Unadjusted  debits: 

Rents  and  insurance  premiums  paid  in  advance   87. 02 

Other  unadjusted  debits     3, 042. 68 

Total   8. 729.00 

Grand  total     1, 244. 910. 59 


MABIUTIBS 


Stock,  capital  stock  

Long-term  debt,  funded  debt  unmatured 


  —      2.K),  000. 00 

750,000.00 


Current  liabilities: 

Loans  and  bills  payable   3, 000. 00 

Traffic  and  car-service  balances  payable   9,758.88 

Audited  accounts  and  wages  payable   18,082.28 

Miscellaneous  accounts  payable   _    1,146.07 

Interest  matured  unpaid   ___  37, 500. 00 

Unmatured  interest  accrued    6,250.00 


Totnl 


  7.5,  737.  23 


Unadjusted  credits,  accrued  depreciation,  equipment  

Appropriated  surplus,  additions  to  property  through  income  and 
surplus  — - —  — —  


20, 077.78 
1.001.67 

Corporate  surplus,  profit  and  loss,  credit  balance   148.  093. 91 

Grand  total   —  1.244,910.59 

Deductions  from  gross  income:  Period 

Interest  on  unfunded  debt  _  $847. 10 

Maintenance  of  investment  organisation   21.00 


Total— 


    869.00 

Net  income   905.  70 

Disposition  of  net  income,  Income  credit  balance  transferred  to  profit 

.     905.70 


Pro/It  and  loss  atotrment. — A  condensed  statement  of  the  profit  and  loss 
for  the  period  from  September  1,  1917.  to  date  of  valuation  follows : 


Credits : 

Net  credit  balance  transferred  from  Income    1905.70 

Donations   -  _  _   5,872.98 


Total. 


  6. 278.  68 
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Debit,  surplus  appropriated  for  investment  In  physical  property  $5. 000. 00 

Credit  balance  as  of  date  of  valuation   1,238.68 

Dividends. — The  records  do  not  indicate  that  the  Cheyenne  Railroad  has 
declared  any  dividends. 

INVESTMENT  IN  BOAO  AND  EQUIPMENT 

The  Investment  of  the  Cheyenne  Railroad  in  road,  including  land,  no  equip- 
ment being  owned,  on  date  of  valuation  is  stated  in  its  books  as  $81,139.28, 
of  which  the  following  is  a  general  analysis: 

For  amount  charged  to  road  and  equipment  investment 
account  and  credited  to  balance  sheet  account,  other 
unadjusted  credit,  described  as  appraised  value  of 
right  of  way  and  grade  of  railroad  formerly  owned  by 
Cheyenne  Short  Line  Railroad  Company,  such  road 
after  its  acquisition  by  the  Cheyenne  Railroad  was 
reconstructed : 

Land  for  transportation  purposes  $8, 020.  00 

Grading     21, 720. 00 

 $29, 748. 00 

For  reconstruction  of  road  formerly  owned  by  Cheyenne 
Short  Line  Railroad  Company,  recorded  money  outlay   51,393.28 

Total  recorded  as  of  date  of  valuation.   81, 139.  28 

1'he  balance  in  the  road  and  equipment  investment  account,  so  far  as  it  is 
resolvable  into  the  kinds  of  considerations,  would  comprise  recorded  money 
outlay  of  $51,398.28,  and  a  charge  described  as  appraised  value  of  right  of 
way  and  grading  prior  to  reconstruction  of  $29,746.  It  was  not  determined 
from  the  records  reviewed  what  part,  if  any,  of  the  recorded  money  outlay 
by  the  company  in  reconstructing  the  purchased  road  represented  additions 
and  betterments. 

OBIQINAL  COST  TO  DATE 

The  original  cost  to  date  of  road,  including  land,  there  being  no  equipment 
owned  by  the  Cheyenne  Railroad  and  used  for  common-carrier  purposes,  has 
not  been  definitely  ascertained.  The  company  acquired  and  thereafter  recon- 
structed the  railroad  constructed  by  or  for  its  predecessor  in  ownership,  the 
Cheyenne  Short  Line  Railroad  Company.  For  such  company  no  accounting  or 
construction  records  of  the  outlays  for  original  construction  of  the  property 
have  been  found.  The  data  obtained  on  the  outlay  for  reconstructing  the 
property  are  those  found  in  the  road  and  equipment  investment  account  of 
the  Cheyenne  Railroad,  summarized  as  recorded  money  outlay  in  the  amount 
of  $51,393.28.  What  part,  if  any,  of  such  outlay  represented  additions  and 
betterments  was  not  determined  from  the  records  reviewed. 

Co»t  of  land*. — The  Cheyenne  Railroad  reports  amounts  aggregating  $4,658.75 
as  the  outlays  by  Itself  and  Its  predecessor  in  connection  with  lands  owned  by 
It,  and  that  the  proceeds  from  the  sale  of  parts  of  parcels  of  such  lands  aggre- 
gate $1,200.  A  verification  of  the  amounts  indicates  that  the  reported  outlays 
should  be  reduced  by  $100,  and  that  the  proceeds  from  the  sale  of  parts  of 
parcels  sold  should  be  reduced  by  $1,200,  due  to  land  costs  and  proceeds  from 
sale  reported  for  lands  not  identifiable  on  map.  The  returns  made  by  the 
company  include  certain  lands  which  were  donated  and  certain  lands  for  which 
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nominal  deed  considerations  only  are  reported.  The  $4,558.70  reported  by  the 
company  as  costs  incurred  by  it  or  its  predecessor  for  the  remaining  lands 
owned  is  made  up  of  substantial  considerations  named  in  deeds  which  it 
returned  as  costs,  but  which  are  not  supported  by  accounting  records.  All  of  the 
above  lands  have  been  classified  as  carrier  lands,  owned  but  leased  to  the 
carrier,  and  are  located  in  the  State  of  Oklahoma. 

Coat  of  machinery  and  equipment. — The  Cheyenne  Railroad  reports  that  it 
does  not  own  or  use  any  machinery  or  equipment 

aids,  onrro,  grants,  and  donations 

The  Cheyenne  Railroad  reports  the  following  aids,  gifts,  grants,  and  dona, 
tions  as  having  been  received  by  it. 


L&nds,>  cltuens  of  Cheyenne,  Okla. 
Cash,  dtiiens  of  Cheyenne,  Okla  


acres  of  land  having  an  estimated  value 
at  time  of  acquisition  of. 
Cash  


$8,026.00 
J  a,  J72.VS 


1  The  cost  to  the  dooora  at  time  of  acquisition  was  not  reported  by  the  Cheyenne 
Railroad. 

The  Cheyenne  Railroad  does  not  report,  and  its  accounts  do  not  record,  any 
moneys  or  other  considerations  as  received  from  sales  of  any  portion  of  lands 
conveyed  by  it  as  aids,  gifts,  or  grants. 

LEASED   RAILWAY  PBOPEBTT 

The  entire  property  of  the  Cheyenne  Railroad  is  exclusively  operated  on  the 
date  of  valuation  by  the  carrier  under  a  one-year  lease  dated  September  4,  1917. 
The  terms  of  the  lease  are  given  in  the  section  ou  leased  railway  property  in 
the  report  on  the  carrier. 

GENERAL   RALANCE   SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  Cheyenne  Railroad,  as  of  date 
of  valuation,  is  as  follows: 

ASSETS 

Investments,  investment  in  road  and  equipment  $81,139.28 

Current  assets,  miscellaneous  accounts'  receivable   2, 456. 32 


Grand  total. 


tiS.  595.  00 


LIAHIUTlK.1 


Stock,  capital  stock. 


   10,000.00 


Current  liabilities: 

Loans  and  bills  payable   35,764.23 

Audited  accounts  and  wages  payable      1,800.69 


Total   37.570.92 

Unadjusted  credits,  other  unadjusted  credits   29, 746. 00 

Appropriated  surplus,  additions  to  property  through  Income  and 

surplus   5, 000. 00 

Corporate  surplus,  profit  and  loss,  credit  balance   1, 278. 68 


Grand  total     83.596.60 

116 1.  CO. 


Digitized  by  Google 


CLINTON  A  OKLAHOMA  WESTERN  RT.  CO. 


273 


Cheyenne  Short  Line  Railboad  Company,  Predecessor  or  the  Cheyenne 

Railroad 

No  accounting  records  of  the  Cheyenne  Short  Line  Railroad  Company  were 
obtained.  Therefore  no  Information  can  be  given  from  Its  accounts  regarding 
its  financial  dealings,  corporate  operations,  or  investments.  The  available  data 
.«bown  below  were  obtained  from  the  records  of  the  Cheyenne  Railroad.  The 
records  reviewed  did  not  indicate  that  the  company  was  controlled  by  any 
Individual  or  corporation  on  November  4,  1016,  the  date  of  sale,  nor,  on  the 
other  hand,  whether  it  then  controlled  any  common-carrier  corporations.  The 
Cheyenne  Short  Line  Railroad  Company  owned  on  the  date  of  sale  approxi- 
mately 7  miles  of  single-track  standard -gauge  steam  railroad,  extending  from 
Strong  City  to  Cheyenne,  Okla.,  which  had  been  constructed  by  it  about  1912. 
The  property  of  the  company  was  in  receivership  at  the  date  of  sale.  It  had 
lieen  sold  to  E.  L.  Mitchell,  Perry  Madden,  and  8.  Grim. 
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Valuation  Docket  No.  695 
DANSVILLE  AND  MOUNT  MORRIS  RAILROAD 


Submitted  June  28,  1926.    Decided  September  /7,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  Dansville  and  Mount 
Morris  Railroad,  owned  and  used  for  common-carrier  purposes,  found  to  be 
$169,500  a8  of  June  80,  1018,  and  of  property  used  but  not  owned,  $23,100. 

Edward  E.  Gann  and  George  Elliott  for  Dansville  and  Mount 
Morris  Railroad. 
Forest  S.  Lyman  for  Western  Union  Telegraph  Company. 

Report  of  the  Commission 

Division  1,  Commissioners  Meter,  Attchison,  and  Lewis 

By  Division  1 : 

A  tentative  valuation,  as  of  June  30,  1918,  of  the  property  of  The 
Dansville  and  Mount  Morris  Railroad,  hereinafter  called  the  car- 
rier, was  completed  and  notice  thereof,  dated  January  19,  1926, 
was  given  to  the  carrier  and  other  interested  parties.  The  carrier 
filed  a  protest  within  the  statutory  period  and  a  hearing  thereon 
has  been  had.  The  Western  Union  Telegraph  Company  intervened 
but  offered  no  testimony. 

On  valuation  date  the  carrier  owned  and  operated  a  line  of  rail- 
road in  the  State  of  New  York,  extending  from  Dansville  to  a  con- 
nection with  the  road  of  the  Avon,  Geneseo  and  Mount  Morris 
Railroad  Company  near  Sonyea,  a  distance  of  12.289  miles,  and 
owned  2.888  miles  of  vard  tracks  and  sidings.  It  subleased  from 
the  Erie  Railroad  Company  and  operated  main-line  trackage  of 
2.239  miles  extending  from  a  connection  on  its  owned  road  near 
Sonyea  to  Mount  Morris  and  also  leased  0.049  mile  of  yard  tracks 
and  sidings.  The  leased  line  is  a  portion  of  the  road  owned  by  the 
Avon,  Geneseo  and  Mount  Morris  Railroad  Company. 

In  our  tentative  report  we  found  the  final  value  of  the  property 
of  the  carrier,  owned  and  used,  to  be  $169,500,  and  of  the  property 
used  but  not  owned,  $23,000.  The  carrier  alleges  that  these  amounts 
have  been  arbitrarily  determined  and  that  the  true  value  of  its 
property  wholly  owned  and  used  is  not  less  than  $300,700.  The 
protest  also  contains  objections  of  a  general  character  against  the 
rules,  methods,  and  principles  employed  in  the  tentative  report. 
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Such  objections  have  been  considered  in  previously  decided  cases 
and  have  not  been  sustained.  We  will  confine  our  discussion  in  this 
report  to  those  matters  which  received  attention  at  the  hearing. 

COST  Or  REPRODUCTION  NEW 

Price*. — In  the  tentative  report  it  is  shown  that  certain  rail, 
other  track  materials,  and  equipment  were  purchased  secondhand 
and  in  determining  the  reproduction  cost  of  these  items  we  applied 
secondhand  prices.  The  carrier  protests  against  this  and  urges  that 
we  should  have  reported  their  cost  of  reproduction  new  at  the  prices 
prevailing  on  date  of  valuation  for  similar  items  new.  It  is  not 
denied  that  these  items  were  purchased  secondhand.  The  only  ques- 
tion is  as  to  the  propriety  of  the  use  of  secondhand  prices  in  report- 
ing cost  of  reproduction  new  in  instances  where  the  material  and 
equipment  were  acquired  after  previous  use.  We  have  previously 
held  that  where  secondhand  materials  were  used  on  original  con- 
struction the  cost  of  reproduction  new  will  be  estimated  for  the 
same  kind  of  materials  in  the  same  condition  as  when  installed.  We 
find  nothing  in  this  record  that  would  warrant  a  departure  from  this 
practice. 

General  expenditures. — In  our  tentative  report  we  have  included 
$2,556  for  general  expenditures,  exclusive  of  interest  during  con- 
struction, computed  at  1.5  per  cent  of  the  total  of  all  road  accounts 
except  Land.  The  carrier  contends  that  this  amount  should  have 
been  computed  at  3  per  cent.  The  percentage  used  in  the  tentative 
report  was  determined  from  a  study  of  data  supplied  by  carriers  in 
all  parts  of  the  country  and  has  been  applied  by  us  almost  without 
exception.  There  is  no  evidence  in  this  record  which  warrants  the 
application  of  a  different  percentage. 

Property  used  but  not  owned— AX  the  hearing  our  engineers  recom- 
mended an  increase  of  $220  in  cost  of  reproduction  new  and  $117  in 
cost  of  reproduction  less  depreciation  for  the  property  classified  as 
used  but  not  owned.  The  proposed  changes  are  due  to  coiTections 
made  in  the  engineering  report  on  the  Avon,  Geneseo  and  Mount 
Morris  Railroad  Company,  the  owner  of  the  property,  and  no  objec- 
tions thereto  appear  on  this  record.  The  tentative  report  will  be 
modified  in  accordance  with  this  recommendation. 

COST  OF  REPRODUCTION  LESS  DEPRECIATION 

The  carrier  protests  against  the  amount  of  depreciation  as  applied 
by  us  in  the  tentative  report,  particularly  as  it  affects  ties,  ballast, 
and  tracklaying  and  surfacing.  It  contends  that  the  depreciation 
we  have  estimated  on  ties  is  excessive  and  urges  as  to  ballast  that 
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the  quantity  found  in  existence  on  valuation  date  is  the  amount 
measured  and  not  the  original  amount  placed  in  track.  It  main- 
tains that  it  is  improper  to  estimate  depreciation  for  tracklaying 
and  surfacing,  as  this  is  a  labor  account  for  the  assembling  of  the 
track  and  that  the  value  remains  so  long  as  the  track  remains  in  a 
usable  condition.  The  methods  and  principles  applied  and  followed 
in  estimating  depreciation  in  this  case  are  the  same  as  those  ap- 
proved by  us  in  previously  decided  cases  and  their  application  here  is 
approved. 

WORKING  CAPITAL 

The  amount  included  in  the  tentative  valuation  for  working  capi- 
tal is  $4,500.  This  is  approximately  11.7  per  cent  of  the  average 
annual  operating  expenses  during  the  three-year  period  ended  on 
date  of  valuation.  The  carrier  insists  that  this  amount  is  insufficient 
and  alleges  that  $7,900  more  nearly  approximates  its  requirements 
for  working  capital,  including  materials  and  supplies.  This  figure  its 
witness  obtained  by  dividing  by  12  the  carrier's  combined  operating 
expenses,  taxes,  and  interest  on  funded  debt  for  the  year  preceding 
June  30,  1918,  and  adding  to  this  sum  its  recorded  balance  in  mate- 
rials and  supplies  as  of  that  date.  In  previously  reported  cases  we 
have  explained  the  impropriety  of  including  in  working  capital  for 
operating  purposes  sums  held  to  pay  dividends  or  interest  on  funded 
indebtedness.  We  are  not  convinced  that  the  amount  of  materials 
and  supplies  on  hand  on  valuation  date  can  be  considered  as  repre- 
sentative of  the  carrier's  normal  investment  in  such  materials  in 
anticipation  of  operating  needs.  In  addition  the  annual  operating 
expenses  of  the  carrier  include  the  cost  of  such  materials  and  sup- 
plies as  were  consumed  during  that  period  and  the  further  addition 
of  the  recorded  balance  of  the  materials  on  hand  on  valuation  date 
would  result  in  duplication.  The  carrier  offered  no  evidence  in 
support  of  its  contention  that  its  requirements  for  cash  working 
capital  were  equal  to  its  total  expenditures  for  a  30-day  period  except 
the  opinion  of  its  engineer. 

At  the  hearing  one  of  our  accountants  recommended  that  the 
amount  of  working  capital  be  reduced  to  $2,351.  This  recommenda- 
tion was  based  upon  information  obtained  from  the  annual  reports 
and  other  data  filed  with  us  by  the  carrier  and  was  incomplete  due 
to  the  carrier's  failure  to  reply  promptly  to  a  questionnaire  con- 
cerning this  subject.  We  find  that  this  information  is  insufficient  to 
serve  as  an  accurate  guide  in  the  determination  of  the  proper  amount 
of  working  capital. 

The  relation  of  the  amount  included  in  the  tentative  valuation  to 
the  annual  operating  expenses  of  the  carrier  compares  closely  with 
the  results  of  a  comprehensive  study  of  the  experience  of  a  large 
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group  of  representative  carriers.  In  the  absence  of  more  accurate 
data  the  tentative  valuation  in  this  respect  is  approved. 

LANDS 

The  present  value  of  the  carrier's  lands  was  stated  in  the  tentative 
report  to  be  $12,803.12.  The  carrier  protests  against  this  amount 
and  urges  that  it  should  be  not  less  than  $42,908,  to  which,  it  contends, 
$2,574  should  be  added  for  interest  during  construction.  We  have 
heretofore  held  that  interest  during  construction  is  not  an  element  to 
be  considered  in  ascertaining  the  value  of  a  carrier's  lands.  The  car- 
rier protests  the  unit  prices  used  by  us  in  six  of  the  seven  zones 
and  supported  its  prices  by  opinion  testimony.  Its  witness  based 
his  opinion  largely  on  his  general  knowledge  acquired  from  years 
of  residence  and  experience  in  the  vicinity  of  the  carrier.  In  support 
of  his  unit  prices  for  zones  4,  5,  6,  and  7  he  relied  upon  appraisals 
made  by  the  conservation  commission  of  the  State  of  New  York,  made 
in  the  course  of  its  investigation  in  1916  of  the  Canaseraga  Creek 
improvement  district.  This  undertaking  was  abandoned  before  com- 
pletion and  the  resulting  benefits  included  in  that  commission's 
appraisals  failed  to  accrue.  There  was  no  showing  that  those 
appraisals  represented  the  normal  market  value  of  the  lands  involved 
in  the  investigation.  The  witness  also  cited  five  sales  of  properties 
adjoining  the  carrier's  right  of  way  of  zone  4.  These  sales  were  from 
two  to  seven  years  subsequent  to  valuation  date  and  do  not  furnish 
a  reliable  basis  for  establishing  values  as  of  that  date. 

After  a  careful  consideration  of  the  record  we  fail  to  find  that  the 
carrier's  evidence  sustains  its  contention  for  higher  land  values.  The 
tentative  report  in  this  respect  is  approved. 

FTNAI>  VALUE 

The  carrier's  books  record  an  investment  of  $238,968.47  in  carrier 
property,  including  land.  If  this  amount  were  readjusted  in  con- 
formity with  the  present  classification  of  accounts,  the  investment 
on  date  of  valuation  would  be  reduced  to  $238,553.09.  Of  this 
amount,  $199,000,  less  an  undetermined  portion  thereof  assignable  to 
offsetting  items  included  in  amounts  recorded  at  $22,835.44,  repre- 
sents considerations  other  than  money,  the  cash  value  of  which,  at 
the  time  of  the  transaction,  we  have  been  unable  to  obtain.  The 
portion  of  the  investment  representing  lands  has  not  been  definitely 
determined,  but  the  actual  cost  of  lands  supported  by  accounting 
records  is  $500.  The  value  of  lands  owned  and  used  for  carrier 
purposes  on  date  of  valuation,  determined  in  conformity  with  our 
usual  methods,  is  $12,803.12.  The  cost  of  reproduction  new  of  prop- 
erty wholly  owned  and  used,  exclusive  of  lands,  we  find  to  be 
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$J99,02<5,  and  the  ^ost  of  reproduction  less  depreciation,  $144,766. 
The  original  cost  of  the  railroad  of  the  carrier  could  not  be  definitely 
ascertained.  The  cost  of  reproduction  new  of  property  used  but 
not  owned  is  $27,626.  and  cost  of  reproduction  less  depreciation 
$19,609. 

We  find  that  the  value  for  rate-making  purposes  of  the  property 
of  the  carrier,  owned  and  used  for  common-carrier  purposes,  includ- 
ing $4,500  for  working  capital,  is  $169,500,  and  of  property  used  but 
not  owned,  $23,100. 

An  order  will  be  entered  in  accordance  with  our  findings. 

Order 

Entered  September  17,  me 

This  case  having  been  duly  heard  and  submitted  by  the  parties 
and  full  investigation  of  the  matters  and  things  involved  having 
been  had,  and  said  division  having,  on  the  date  hereof,  made  and 
filed  a  report  containing  its  conclusions  thereon,  which  report  is 
hereby  referred  to  and  made  a  part  hereof: 

It  u  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  The  Dansville  and  Mount 
Morris  Railroad,  as  of  June  30,  1918 : 

Location  and  general  description  of  property. — The  railroad  of 
The  Dansville  and  Mount  Morris  Railroad,  hereinafter  called  the 
carrier,  is  a  single-track  standard-gauge  steam  railroad,  located  in 
western  New  York.  The  owned  mileage  consists  of  a  line  extending 
from  Dansville  northwesterly  to  a  connection  with  the  road  of  the 
Avon,  Geneseo  and  Mount  Morris  Railroad  Company,  near  Sonyea, 
a  distance  of  12.289  miles.  The  carrier  also  uses,  but  does  not  own,  a 
line  extending  from  a  connection  with  its  owned  road,  near  Sonyea, 
to  Mount  Morris,  N.  Y.,  a  distance  of  2.239  miles.  This  line  is  sub- 
leased from  the  Erie  Railroad  Company  and  is  a  portion  of  the  road 
owned  by  the  Avon,  Geneseo  and  Mount  Morris  Railroad  Company. 
The  carrier  wholly  owns  and  uses  15.177  miles  of  all  tracks  and  uses 
but  does  not  own  2.288  miles  of  all  tracks.  These  tracks,  consisting 
of  first  main  tracks  and  yard  tracks  and  sidings,  are  classified  in  the 
trackage  table  in  Appendix  1. 

Capital  stock  and  long -term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $206,901.42  in  stock  and 
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long-term  debt,  of  which  $60,000  represents  common  stork,  $150,000 
funded  debt,  and  $6,901.42  receiver's  certificates. 

Results  of  corporate  operations. — For  the  period  from  October 
21,  1891,  to  date  of  valuation,  the  aggregate  railway  operating 
expenses  have  been  92.6  per  cent  of  the  railway  operating  revenues, 
and  for  the  period  of  10  years  preceding  date  of  valuation,  87.5 
per  cent.  The  ratios  and  the  net  railway  operating  income  or  deficit 
for  the  years  ending  on  June  30  of  the  following  years  are  given  in 
the  table  below. 


Period 


Yfftr  1PO0 

Year  1910  

Year  1811  

Year  1913  

Year  1013  


Period 


Year  1914 
Year  Wis.. 
Y«ar  1916 
Year  1917 
Year  1918 


•Deficit. 

The  carrier  has  not  declared  any  dividends  on  its  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  car- 
rier in  road  and  equipment,  including  land,  on  date  of  valuation,  is 
stated  in  its  books  as  $238,968.47.  With  readjustments  required  by 
our  accounting  examination,  this  amount  would  be  reduced  to 
$238,553.09,  of  which  $199,000,  less  an  undetermined  portion  thereof 
assignable  to  offsetting  items  included  in  amounts  recorded  at 
$22,835.44,  represents  considerations  other  than  money,  the  cash 
value  of  which  at  the  time  of  the  transaction  we  are  not  able  to 
report  because  it  has  been  impossible  to  obtain  the  information. 
Further  information  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  owned  or  used  by  the  carrier,  are  as  shown 
below. 


C  ^Mention 


v."hollr  owned  and 

Used  nut  not  owned,  leased  from  the  Erie  Railroad  Company,  owned  by  the 
A  too.  Qeneeeo  and  Mount  Morrle  Railroad  C 

Total  owned  

Total  osed    

11G  I.  (J.  C. 


Cost  of  re- 
production 


$199, 0C3 

27,638 


Cost  of  re- 
production 
1<\<5  depre- 
dation 


m,  023 


S144.7M 
10, 000 

144.768 

164,373 
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These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets,  which  are  a  part  of  Appendix  1.  Informa- 
tion as  to  the  character  of  the  property  used  but  not  owned  will  be 
found  in  Appendix  2  under  the  caption  Leased  Railway  Property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use  and  iheir  present  value. — The  carrier  owns  and  uses  for 
common-carrier  purposes  108.39  acres  of  land.  The  total  original 
cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records  are 
not  obtainable,  but  data  on  their  original  cost  will  be  found  in 
Appendix  2.  The  area  and  present  value  of  the  carrier  lands  owned 
or  used  are  as  shown  below.- 


C  Unification 

Acres 

108.39 

17.67 

108.  3!< 

125,98 

$12;  803.  12 

1,804.25 

12,803.  12 
14,807.37 

Used  but  not  owned,  Iwcd  from  the  Erie  Railroad  Company,  owned  by  tbe  Avon, 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  values  herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common-car- 
rier.— The  carrier  owns  and  holds  cash  on  hand  and  material  and 
supplies  in  the  amount  of  $17,260.  Of  this  amount,  $4,500  is 
necessary  for  its  use  as  working  capital  and  that  sum  is  therefore 
included  in  the  final  value  stated  elsewhere  in  this  report.  The 
remainder,  $12,760,  is  owned  and  held  by  the  carrier  for  noncarrier 
purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donation*. — Of  the  lands 
owned  and  used  by  the  carrier  and  included  in  the  preceding  state- 
ment of  carrier  lands  owned,  5.63  acres,  with  a  present  value  of 
$550.70,  were  acquired  through  aids,  the  title  being  conveyed  through 
deeds  reciting  merely  nominal  considerations.  We  are  not  able  to 
report  the  value  of  these  lands  at  the  time  acquired. 

Material  and  supplies. — The  book  value  of  the  material  and  sup- 
plies on  hand  on  date  of  valuation  is  shown  in  the  records  of  the 
carrier  as  $2,697.86. 
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Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making 
purposes,  of  the  property  of  the  carrier,  owned  or  used,  devoted  by 


it  to  common-carrier  purposes,  are  found  to  be  as  follows: 

Wholly  owned  and  used   $169,500 

Used  but  not  owned,  leased  from  the  Erie  Railroad  Company,  owned 

by  the  Avon,  Oeneseo  and  Mount  Morris  Railroad  Company   23, 100 

Total  owned   169, 500 

Total  used   192,600 


The  sum  of  $4,500  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital.  No  other  values  or 
elements  of  value  to  which  specific  sums  can  now  be  ascribed  are 
found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Appen- 
dixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheets  showing  the  classification  of  the  cost  of  reproduction  new 
and  cost  of  reproduction  less  depreciation,  above  set  forth,  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  in  detail  the  history  and 
organization  of  the  present  and  predecessor  corporations;  moneys 
and  other  considerations  received  by  reason  of  issues  of  stock,  bonds, 
and  other  securities,  together  with  the  syndicating,  banking,  and 
other  financial  arrangements  attending  their  issue ;  the  net  and  gross 
earnings;  the  development  of  fixed  physical  property;  investment  in 
road  and  equipment;  the  cost  of  lands,  rights  of  way,  and  terminals; 
the  general  balance  sheet  statement;  and  other  pertinent  information. 
Appendix  3  is  a  statement  of  the  method  for  determining  working 
capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75  I.  C. 
C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement  of  the 
methods  employed  and  of  the  reasons  for  the  difference  between  the 
various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of  the 
State  in  which  the  carrier  embraced  in  this  proceeding  is  situated, 
give  the  details  respecting  the  figures  here  reported,  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  inspec- 
tion, and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 
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APPENDIX  1 

TBACK  MILEAGE 


The  track  mileage  of  the  carrier  lit  classified  in  the  following  table : 


Classification 

Tint 
main 
track 

Yard 
tracks 
and 
sidings 

AU 
tracks 

MfU$ 
12.28Q 

2.239 

MiU* 
2883 

.040 

MUe$ 
15. 177 

22W 

Used  but  not  owne«i,  lcawl  from  the  Kria  Railroad  Company,  owned  by 

12  288 

14.528 

2.888 
2  037 

IS.  177 
17.4ft* 

TRAFTrC  CONNECTIONS 


The  carrier  haa  connections  for  Interchange  of  traffic  with  the  line  of  the 
Hornell  and  Danaville  Railroad  Company  at  Dansville,  N.  Y.,  and  with  the  line 
of  the  Erie  Railroad  Company  at  Mount  Morris,  N.  T. 

PHYSICAL   CONDITIONS    AFFECTING  CONSTRUCTION 

The  line  follows  the  drainage  In  the  valley  of  the  Genesee  River.  The  soil 
Is  a  rich  sandy  loam  underlaid  with  sandstone. 

ECONOMIC  CONDITION 8  RELATING  TO  TRAFFIC 

The  surrounding  country  is  highly  developed  agriculturally.  The  farm  prod- 
ucts are  principally  fruits  and  vegetables.  The  chief  Industrial  activities  are 
the  canning  of  farm  products  and  the  manufacturing  of  shoes. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  light,  averaging  about  8,000  cubic  yards  per  mile,  and  Is  all 
common  material.  There  are  four  metal  bridges,  the  principal  one  being  a 
three-span  pony-riveted  truss,  176A  feet  In  length,  on  two  concrete  abutments 
and  two  piers.  The  crossties  average  2,846  per  mile  of  main  track  and  are  of 
pine,  oak,  chestnut,  and  cedar.  The  main  track  is  laid  with  Bessemer  rail 
ranging  in  weight  from  60  to  68.5  pounds,  most  of  which  was  re-lay  when 
laid.  The  track  is  ballasted  principally  with  cinders. 

EQUIPMENT 

The  carrier  owns  and  uses  two  steam  locomotives,  one  freight-train  car,  and 
three  passenger-train  cars. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  Interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construc- 
tion has  been  estimated  for  one-half  the  construction  period,  plus  three  months, 
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at  6  per  cent  per  annum  for  all  road  and  general-expenditures  accounts,  ex- 
cept accounts  2  and  76.  Interest  on  equipment  has  been  estimated  for  three 
months  at  6  per  cent  per  annum.  The  construction  period  was  placed  at 
eight  months  for  the  property  owned  by  the  Dansville  and  Mount  Morris,  and 
at  four  months  for  the  property  owned  by  the  Avon,  Geneseo  and  Mount  Morris 
Railroad  Company. 

BUMMARIEH 

Wholly  owned  and  uutd 


Cost  of 


ductlon 

lm  do 
lti„„ 


L  BOAD 


1 

s 

0 
I 

I 

10 

li 
II 

13 
15 
10 
17 
18 


Engineering  

Grading  

Bridges,  trestles,  and  culverts. 

Tie*  

Rails  

Other  track  material  

Ballast   

Tracklaylng  and  surfacing  

Right-of-way  fences  

Crossings  and  signs.  

Station  and  office  buildings... 

Roadway  buildings  , 

Water  stations  


36,553 
25,115 
77.207 
24, 168 
37.060 
6. 019 
4, 697 
18.272 
4.001 
1.477 
7,742 
93 
113 
307 
4.441 


250 
2,478 


Total,  1.  and  >  to  47.  inclusive  

II.  EQUIPMENT 


51 
53 
54 


Steam  locomotives.. 

Freight- train  cars  

Passenger-train  cars. 


Total,  51  to  58,  Inclusive  

ID.  GENERAL  EXPENDITURES 

Organisation  expenses  

officers  and  clerks  


Interest  during 

Total,  71  to  77,  inclusive  

Qrand  total.  1.  and  3  to  77.  Inclusive  


$6,553 
24,972 
18.762 
12,098 
31,852 
3,883 
2,803 
12.790 
2,001 
1,002 
3.775 
79 
H 
154 
8.334 
192 
125 
1.471 


170.386 

125.932 

8,410 
270 
11,052 

4".  713 
113 
7,454 

19,732 

l&M 

2.556 

1.8W1 

6.349 

4.6C3 

8.905 

6,554 

199,023 

144,700 
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Uned  but  not  owned,  leaned  from  the  Erie  Railroad  Company,  o\rned  by  the 
Avon,  Oeneteo  and  Mount  Motrin  Railroad  Company 


1 

8 

6 
B 

g 
10 

n 

12 
13 
15 


71 
72 
73 
74 
76 
77 
76 


I.  KOVD 


ami  culverts. 


Engineering. 
O  radlng. 
Bridges, 

Ties  

Ralls  

Other  track  material  

Ballast  

Tracklavlng  ami  surfacing.. 

Kight-of-way  fences  

( 'rowings  and  sign? 


Total,  1,  and  3  to  47,  inclusive. 


GENERAL  EXPKNDITV K K 8 


General  officers  and  clerks 

Stationery  and  printing  

Taies  

Other  expenditures,  general  

Interest  during  construction  


Total,  71  to  77,  inclusive. 


Cost  of 
Cost  of  reproduo- 
reproduc-  lion  less 
tloa  new  deprec; 

tlon 


$1,021 
C413 
1,825  | 
5,188 

WM 
«17 

2.776 
623 
173 

1.334 


20.  ru,;i 


074 


1.072 


Orand  total,  1,  and  8  to  77,  inclusive   37. 626 


$1,021 
6.413 

019 
2,  TO 
4,  102 

647 

1.721 
2C2 
143 
667 


18.  847 


479 


762 


APPENDIX  2 

INTRODUCTORY 

The  carrier  Is  a  corporation  of  the  State  of  New  York,  having  Its  principal 
office  at  New  York,  N.  Y.  The  records  reviewed  do  not  Indicate  that  the 
carrier  is  controlled  by  any  Individual  or  corporation  on  date  of  valuation, 
nor,  on  the  other  hand,  that  the  carrier  itself  controls  any  other  common- 
carrier  corporations.  The  property  of  the  carrier  was  operated  by  its  own 
organisation  from  the  date  of  acquirement  thereof,  October  21.  1891,  until 
the  receivership,  June  8,  1894.  From  this  date  to  date  of  valuation  the 
property  has  been  operated  by  a  receiver. 


The  carrier  was  Incorporated  October  21,  1891,  under  the  general  laws  of 
the  State  of  New  York,  for  the  purpose  of  acquiring  the  property,  rights, 
and  franchises  of  the  Erie  &  Genesee  Valley  Railroad  Company,  which  was 
done.  The  latter  company  was  incorporated  January  24,  1868,  under  the 
general  laws  of  the  State  of  New  York.  Its  property,  rights,  and  franchises 
were  sold  at  foreclosure  on  May  28,  1891,  to  a  purchasing  committee,  and  were 
conveyed  to  the  carrier  by  deed  dated  October  21,  1891.  The  date  of  organi- 
zation of  the  carrier  was  October  21,  1891. 


PHYBICAI.  PROPERTY 


The  owned  mileage  of  the  carrier, 
after  foreclosure  proceedings, 


12.289  miles, 
the  Erie  & 


all  acquired  by  purchase 
Valley  Railroad 
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Company.  It  was  constructed  by  that  company  during  the  period  1871  to 
1874. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  records  re- 
viewed do  not  Indicate  that  any  syndicating  arrangements  have  been  made 
In  connection  with  the  Issuance  of  the  securities  of  the  carrier.  The  property 
of  the  Erie  &  Genesee  Valley  Railroad  Company  was  acquired  under  a  "  plan 
of  reorganization "  dated  October  19,  1891,  entered  into  by  the  bondholders 
of  the  company  named  and  a  purchasing  committee,  which  provided  for  the 
organization  of  the  carrier  and  the  Issuance  of  Its  securities  in  the  acquisition 
of  the  property  above  named  and  for  future  needs.  The  plan  of  reorganization 
contemplated  the  issuance  of  securities  by  the  carrier  of  a  par  value  as 
follows:  Capital  stock,  $50,000,  first-mortgage  5  per  cent  bonds,  $150,000, 
total.  $200,000.  Part  of  these  were  to  be  exchanged  for  bonds  of  the  Erie  & 
Cenessee  Valley  Railroad  Company,  part  were  to  be  used  for  reorganization 
expenses,  and  part  were  to  be  reserved  for  other  purposes,  as  indicated  below. 


Purpose  of 


Securities  to  be 
Issued  therefor 


Capital 
stock 


First- 
bonds 


To  be  exchanged  for  $120,000  par  value  of  (lrst-inortgnfio  bowls  of  the  Erie  &  Oenesee 
Valley  Railroad  Company  outstanding,  plus  *0  I**  wnt  in  stock  and  10  per  cent 

in  bonds  to  represent  assessment  paid  by  euch  bondholder  

To  b«  issued  for  reorKaniiailou  oipeus**.  _ 

To  be  reserved  for  corporate  purposes  

-  -  vv' 

Total  


$4K,000 

2,000 


$132,000 
8,000 
10,000 


150,000 


The  records  of  the  reorganization  committee  were  not  obtained.  Therefore, 
it  could  not  be  determined  how  the  securities  issued  to  it  were  disposed  of, 
what  cash  it  received  from  assessments  made  against  the  bondholders  of 
the  Erie  &  Genesee  Valley  Railroad  Company  as  outlined  in  the  plan,  nor  what 
disbursements  were  made  by  the  committee  incident  to  the  reorganization. 
The  carrier  has  issued  its  securities  and  incurred  other  Indebtedness  und  has 
reacquired  certain  of  its  securities  and  other  indebtedness,  under  conditions  and 
for  considerations  described  in  detail  in  the  paragraphs  of  this  section  devoted 
to  capital  stock,  long-term  debt,  and  other  obligations. 

Capital  stock  and  long-term  debt. — From  the  date  of  Its  incorporation  to 
date  of  valuation,  the  carrier  has  issued  capital  stock  und  long-term  debt,  as 
Indicated  by  Its  records,  aggregating  $210,133.82  par  value,  of  which  $206,901.42 
is  actually  outstanding.   The  details  are  summarized  in  the  following  table : 


Stock,  capital  stock,  par  value,  issued 
Long-term  debt,  funded  debt,  par  value,  issued 
Receiver"*  certificates,  par  value, ' 

Total   

lie  i.  c.  c. 


Issued 

Retired 

$50,000.00 
150.  000.00 
10, 133. 82 

$3,232.40 

210,133.82 

3.232.40 

Actually 
outstand- 
ing 


$50,  000.  00 
150.000.00 
0,901.42 


200,801.42 
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Capital  ttock. — The  authorized  capital  stock  of  the  carrier  is  $50,000  par 
value,  divided  Into  shares  of  $100  par  value  each,  all  of  which  Is  classified  as 
common  stock.  The  entire  authorized  amount  was  issued  at  par  in  part  con- 
sideration for  the  property  of  the  Erie  *  Genesee  Valley  Railroad  Company  and 
is  all  actually  outstanding  on  date  of  valuation. 

Funded  debt. — The  carrier  has  issued  first-mortgage  5  per  cent  bonds,  dated 
October  31,  1881,  due  October  31,  1931,  in  the  par  value  of  $150,000,  all  of 
which  are  actually  outstanding.  Of  these  bonds,  $140,000  were  Issued  in  part 
payment  for  the  property  of  the  Erie  &  Genesee  Valley  Railroad  Company,  and 
$10,000  that  were  issued  as  collateral  for  short-term  notes  of  the  company 
were  sold  at  auction  in  1897  for  $1  cash,  or  at  a  discount  of  $9,999,  which  was 
charged  to  the  profit-and-loss  account. 

Receiver'*  certificate*. — The  receiver  of  the  carrier  has  issued  $10,133.82  par 
value  of  receiver's  certificates,  of  which  $3,232.40  have  been  retired.  The  con- 
siderations received  for  them  when  issued  and  given  for  those  retired  were  as 
follows : 


Consideration 

Recorded 
value 

Par  raloa 

Iisued: 

Cash  

$0,  £87.  SO 
1,M0.  80 
1,505-52 

t<3.  687.  SO 
1,940.80 
1, 506.  52 

Miscellaneous  accounts  payable  i  

10, 13.1  82 
3.232.  40 

10, 133.82 
8,23X40 

Reacquired  and  retired,  cash  

6.  Ml.  43 

Short-term  notes. — The  carrier  and  its  receiver  have  issued  short-term  notes 
of  $00,404  89  par  value  to  date  of  valuation,  of  which  $5,298.62  have  been 
retired,  leaving  $55,100.27  outstanding  on  date  of  valuation.  The  considerations 
recorded  as  passed  In  connection  with  the  issuance  and  retirement  in  part  of 
these  notes  were  as  detailed  hereunder : 


ConsUle-atton 


Interest  01.  r-  efver'a oertiflc.ites  

Total  Issued  for  i 


Recorded 
value 


Hi.  700  00 
9.000.00 
0, 701  89 


Par  value 


Ofl,  404. 


t44,  700.  00 
0,000.00 
A,  704.  8W 


1 


404.  W 


65,106  27 


KKHUI.T8  Or  COKI'OKATK  Ol'KRATIONt 


The  results  of  corporate  orations,  as  shown  In  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  Income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  October  21,  1891,  to  date 
of  valuation,  follows : 
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operating  revenues   ]  r22,701.  lfl 

Railway  operating  expenses      44.84fl.23  673.591.80 


Net  revenue  from  railway  opemtions. 

Rallway  tax  accruals   

Total  operating  doflcit  

Total  operating  Income  . ._  


l,84l.:.7 


40, 409.  3(i 


Nonoperatisg  income. 
Mlsoe  ~ 


Miscellaneous  rent  Income  

Id  come  from  unfundod  securities  and  accounts. 


Total  

Gross  deficit. . 
Oross  income.. 


2,614.35  I  2«.2G<V17 


772.  78 


23, 143.  19 


W.  00 
53.20 


6«.  20 


537.98 
354.  77 

8W.75 


m.  58  i.... 


Deductions  from  prow  Income: 

Hire  of  equipment  

Rent  for  leased  ro.vis  

Miscellaneous  rents  

itereet  on  funded  debt  — 
;on  unfunded  debt. 


24.035.  95 


Total. 


Net  deficit  

of  net  income,  income  deMt  bnlnnre  transferred  to  profit  and  loss. .. 


4,  81V  77  lfi.«K>.  f>7 
300.  00  I  2,  400. 00 
200.00  1  061. 61 
5. 093.  IS 
27,  &S0.  43 


2.032.35 


7.34H.  12 


8,031.70 


8.031.70 


53,  245. » 


29,  200.  34 


2».  200.  34 


Prior  to  1900  the  railway  tax  accruals  were  included  in  railway  operating 
expenses  and  are  not  separable.   An  examination  showed  that  under  the 
present  classification  of  accounts  certain  items  Included  in  other  accounts 
would  be  includible  in  the  income  statement  for  the  period.   Also  certain 
income  items  recorded  in  the  profit  and  loss  account  would  be  includible  In 
the  Income  statement  for  the  period.  These  items  grouped  according  to  their 
effect  on  the  income  for  the  period  are  as  follows: 
Additions  to  Income,  transferable  from  delayed-! ncomc  credits 
in  profit  and  loss  account,  deductible  from  railway  operating  ex- 
penses    $6, 144.  26 


Deductions  from  Income: 

Transferable  from  delayed-lncome  debits  in  profit  and  loss 
account — 


Addable  to  railway  operating 
Addable  to  deductions  from  gross  income  for  interest  on 


funded  debt. 


2, 211. 14 
185,  120.  76 


Transferable  from  charges  to  road  and  equipment  Investment 
account,  addable  to  deductions  from  gross  income,  for  interest 
on  funded  debt  


415.  38 


Total   

- 

N«rt  deduction  from  Income  . 


...  187,747.28 


— _  _   181,603.02 

If  the  Income  accounts  of  the  carrier  were  adjusted  to  the  extent  indicated 
above,  and  if  the  items  then  contained  therein  were  taken  at  their  recorded 
amounts,  the  debit  balance  transferable  to  profit  and  loss  would  be  Increased 
by  $181,603.02,  or  to  1210,812.36.    For  the  period  from  October  21,  1801,  to 
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date  of  valuation  the  aggregate  railway  operating  expenses  have  been  92.6 
per  cent  of  the  railway  operating  revenues,  and  for  the  period  of  10  years 
preceding  date  of  valuation  87.0  per  cent  The  ratios  and  the  net  railway 
operating  income  or  deficit  for  the  years  ending  on  Jane  80  of  the  following 
years  are  given  In  the  table  below. 


reriod 

Ratio 

Period 

Ratio 
89.3 

oi.  e 

91.9 
83.4 
90,1 

Income 

80. 1 
85.7 
83.0 
87.7 
83.4 

$4,652 
3,3*5 
5.22ft 
1. 383 

a,  839 

$6,018 
i  462 
i  1,829 
307 
'6.589 

Year  1918  

Year  1917  

Profit  and  loss  statement. — A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  October  21,  1801,  to  date  of  valuation,  follows: 

Credits : 

Delayed  income  credits,  railway  operating  expenses   16,144.28 

Miscellaneous   credits,   all   classed   as   other  miscellaneous 

credits   1,927.58 


Total. 


      8,071.84 

Debit*? : 

Net  debit  balance  transferred  from  income   29,209.34 

Debt  discount  extinguished  through  surplus   9,999.00 

Loss  on  retired  road  and  equipment   12,660.00 

Delayed-income  debits : 

Railway  operating  ex  pen? 

Interest  on  funded 
Miscellaneous   debits,   all   classed   as   other  miscellaneous 

debits   1, 267. 95 


expenses   $2, 211. 14 1 

debt   185, 120. 76  J187, 831  00 


Total   240, 458. 19 

Debit  balance  as  of  date  of  valuation   232, 386.85 

If  the  $415.88  of  Interest  on  unfunded  debt  charged  to  the  road  and  equip- 
ment investment  account,  hereinbefore  referred  to  as  transferable  to  an  income 
account,  were  so  transferred,  the  debit  balance  in  the  profit  and  loss  account 
would  be  Increased  by  $415.38,  or  to  $232,801.73. 

Dividends.— The  carrier  has  not  declared  any  dividends  to  date  of  valuation. 


INVESTMENT  IN  BOAD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation  Is  stated  in  its  books  as  $238,968.47,  of  which  the  following 
Is  a  general  analysis : 

For  property  acquired  in  the  reorganisation  of  1891  from 
the  Brie  A  Genesee  Valley  Railroad  Company : 

Capital  stock  Issued  at  par  value  $50,000,001' 

First-mortgage  bonds  issued  at  par  value   140, 000. 00 1*190,  00 
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For  additions  and  betterment* : 

Recorded  money  outlay   62,888.53) 

Short-term  notes  issued  at  par  value   9, 000. 00 j    71* S88' 53 


Total  of  the  above  Items   261,388.63 

^credited  at.     9,824.34) 

Equipment,  credited  at   13,011. 10) 


Net  of  the  above  Items    238, 653. 09 

Other  Items,  charges  not  in  accordance  with  the  present  classifi- 
cation of  accounts,  transferable  to  deductions  from  gross  income, 

interest  on  deferred  payments  for  equipment   415.38 

Total  recorded  as  of  date  of  valuation   238, 968. 47 

If  the  "  other  Items  "  set  out  in  the  above  general  analysis  were  eliminated, 
and  if  all  the  items  then  contained  therein  were  taken  at  their  recorded  values, 
the  balance  in  the  road  and  equipment  investment  account  would  be  reduced 
by  $415.38,  or  to  $238,653.09.  Tula  adjusted  amount  would  be  the  result,  on  the 
one  hand,  of  gross  outlays  that  consist  in  part  of  considerations  other  than  cash 
recorded  at  $199,000,  and,  on  the  other  hand,  of  items  deductible  from  the  gross 
outlays  and  recorded  at  $22,835.44,  but  not  specifically  deductible  at  the  re- 
corded amounts.  The  cash  value  at  the  time  of  the  transactions  of  the  con- 
siderations other  than  cash  and  of  the  items  deductible  from  the  gross  outlays 
Is  not  known  and  can  not  be  definitely  determined. 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  Including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  For  the  12.289  miles  of  road  constructed  by  the  Erie  &  Genesee 
Valley  Railroad  Company,  predecessor  in  ownership,  no  accounting  or  con- 
struction records  of  the  outlays  for  its  original  construction  have  been  found. 
The  data  obtained  on  the  outlay  for  additions  and  betterments  to  the  entire 
property  are  those  found  in  the  road  and  equipment  investment  account  of 
the  carrier  and  in  the  records  of  the  Erie  Railroad  Company  and  The  New  York, 
Lake  Erie  and  Western  Railroad  Company,  summarised  as  follows : 

The  carrier: 

Recorded  money  outlay  $62,388.63 

Short-term  notes  issued  at  par  value   9,000.00 


From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays,  respectively,  represent — 

Road  retired,  credited  at   9, 824. 34 

Equipment  retired,  credited  at      13, 011. 10 


Erie  Railroad  Company,  charged  to  an  advance  account,  recorded 
money  outlay   11,957.99 


The  New  York,  Lake  Erie  and  Western  Railroad  Company,  charged 
to  improvements  on  leased  railway  property  account,  recorded 

money  outlay  
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The  several  classes  of  outlay  by  tb«  various  companies  above  detailed  are  sum- 
marized by  classes  as  follows: 

Recorded  money  outlay  .  — —  $74,814.41 

Short-term  notes  issued  at  par  value   8, 000. 00 


From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays,  respectively,  represent— 

Boad  retired,  credited  at    8, 824. 84 

Equipment  retired,  credited  at   18,011.10 

Cost  of  lands. — The  carrier  reports  amounts  aggregating  $9,088.17  as  the 
outlays  by  itself  and  its  predecessor  in  connection  with  lands  owned  or  used 
by  it.  The  returns  made  by  the  carrier  include  certain  lands  for  which  merely 
nominal  deed  considerations  are  reported  and  certain  lands  held  by  adverse 
possession.  The  amounts,  aggregating  $9,088.17,  reported  by  the  company  as 
costs  incurred  by  it  or  its  predecessor  for  the  remaiuing  lands  ownetl  are  $5(m> 
of  costs  supported  by  accounting  records  and  $8,588.17  of  substantial  con- 
siderations named  in  deeds  or  other  instruments  which  the  carrier  returned 
as  costs  but  which  are  not  supported  by  accounting  records.  All  of  the  above 
lands  have  been  classified  as  carrier  owned  and  used.  In  addition  to  the 
foregoing  certain  lands  have  been  inventoried  to  the  company  which  have 
been  classified  as  carrier  used  but  owned  by  the  Avon,  Oeneseo  &  Mount 
Morris  Railroad  Company.  All  of  the  above  lands  are  located  in  the  State  of 
New  York. 

Co$t  of  machinery  and  equipment. —The  carrier  reports  that  it  owns  and 
uses  six  units  of  equipment,  six  roadway  muchines,  and  certain  machinery, 
with  costs  aggregating  $23,338.98.  A  verification  of  the  returns  of  the  carrier 
indicates  that  one  unit  of  equipment,  with  costs  of  $6,210.06.  should  be  trans- 
ferred from  motor  equipment  of  cars  to  pa^euger-traln  cars,  and  that  brass 
journal  bearings,  with  costs  of  $14.50,  reported  as  shop  machinery,  should  be 
excluded  as  material  and  supplies.  After  making  the  changes  noted  above  and 
classifying  the  returns  according  to  the  classification  herein  of  the  property  to 
which  they  apply  the  revised  returns  are  summarized  as  follows : 


Oos  la  sup- 
ported by 
riccotintlng 
r<-o>rds 

Costs 
estimated 

Machinery: 

c 

$303. ST 
l.Olti  76 

1,320.63 

$20  (JO 
1,  1SS. 

1.  20o.  2A 

Total  -   

Equipment: 

1 

/70.  15 
0,  tfJl  s* 

"vib.  00 

i»f  • : ..  •  ■■ 

_1 

18,  ITiOi 

■i,  isa.  oo 

1  Amounts  estimated  by  the  earner  or  otherwise  not  supported  by  accounting  records. 


▲ids,  eurra,  grants,  and  donations 

The  carrier  reports  that  no  aids,  gifts,  grants,  ox  donations  were  received  by 
it  or  its  predecessor.   The  report  of  the  company  upon  the  coat  of  its  landa 
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shows  that  certain  parcels  were  acquired  by  it  through  deeds  that  recite 
merely  nominal  considerations.  Since  the  record*  do  not  Indicate  thar  any 
actual  payment  waa  made  in  the  acquisition  of  these  parcels,  they  are  herein 
designated  as  apparent  aids. 

MATERIAL  AND  SUPPLIES 

The  investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
is  stated  in  its  books  as  $2,697.86.  The  records  reviewed  do  not  indicate  any 
adjustment  made  in  this  account  by  reason  of  an  inventory  taken  of  the 
material  and  supplies  on  hand  just  prior  to  date  of  valuation. 

LKA.NKD  RAILWAY  PROPERTY 

The  carrier  solely  uses  on  date  of  valuation  2.230  miles  of  road  of  the 
Avon.  Geneseo  and  Mount  Morris  Railroad  Company  extending  from  Mount 
Morris  to  a  i*>int  near  Sonyea.  N.  Y.  This  road  Is  subleased  from  the  Erie 
Railroad  Company  for  an  indefinite  period  from  January  2.  1894.  subject  to 
.10  days'  notice,  at  a  stipulated  rental  of  $300  per  annum.  This  amount  accrued 
and  was  charged  to  the  Income  account  for  the  year  ending  on  date  of 
valuation. 

OKNERAI.  BALANCE  8H1CET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 


is  as  follows : 

A8HRT8 

Investments,  investment  in  road  and  equipment   $288,988  47 

Current  assets : 

Cash  ,   14,561.76 

■  Net  balance  receivable  from  agents  and  conductors   298.  88 

Miscellaneous  accounts  receivable   3,379.86 

Material  and  supplies   2, 697.  86 

Total   -  —  20,938.36 

Deferred  a«xets: 

Working-fund  advances       124.94 

Other  deferred  assets   288.26 

Total     413.  20 

Grand  total   260, 320.  08 

MABIMTIFH 

Stock,  capital  stock..    50.000.00 

Long-term  debt : 

Funded  debt  unmatured—    -  150,000.00 

Receiver's  certificates     6, 901. 42 

Total     156,901.42 
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Current  liabilities: 

Loans  and  bills  payable   $55. 106. 27 

Audited  accounts  and  wages  payable   0. 852. 05 

Miscellaneous  accounts  payable   18,411.00 

Interest  matured  unpaid   185,347.38 

Total   268,  710.  70 

Deferred  liabilities,  other  deferred  liabilities   288.  26 

Unadjusted  credits: 

Accrued  depreciation,  road   11, 705. 00 

Accrued  depreciation,  equipment   5, 005. 00 

Total    16.  *°°  00 

Corporate  surplus,  profit  and  loss,  debit  balance   232, 386. 35 

Grand  total   _    200,320.03 

Predecessor  Company 
Erik  &  Genesee  Valley  Railroad  Company,  Predecessor  or  the  Carrier 

The  Erie  &  Genesee  Valley  Railroad  Company  was  incorporated  January 
24.  1868,  in  the  State  of  New  York.  No  accounting  records  of  the  Erie  & 
Gen««see  Valley  Railroad  Company  were  obtained.  Therefore,  no  information 
can  be  given  from  Its  accounts  regarding  its  financial  dealings,  corporate 
operations,  or  investments.  However,  certain  data  indicated  below  were 
obtained  from  other  sources.  The  records  reviewed  do  not  indicate  whether 
the  Erie  &  Genesee  Valley  Railroad  Company  was  controlled  by  any  individual 
or  corporation  on  October  21,  1801,  the  date  of  reorganization,  nor,  on  the 
other  hand,  whether  It  then  controlled  any  other  common-carrier  corporations. 

The  property  of  the  company  was  operated  under  lease  by  the  Erie  Railroad 
Company  and  the  receiver  of  that  company  from  the  date  of  acquirement 
thereof,  about  1874,  until  June  1,  1878.  From  this  date  it  was  operated  by 
The  New  York,  Lake  Erie  and  Western  Railroad  Company  as  agent  for  the 
Erie  &  Genesee  Valley  Railroad  Company  or  the  purchasers  thereof,  until  it  was 
surrendered  to  the  carrier,  October  21,  1891. 

The  railroad  owned  by  the  Erie  &  Genesee  Valley  Railroad  Company  on  the 
date  of  reorganization  consisted  of  12.289  miles  of  single-track  railroad  extend- 
ing from  Dansville  to  a  point  near  Sonyea,  N.  Y.  The  entire  12.289  miles  of 
road  owned  by  the  company  on  the  date  of  reorganization  had  been  acquired 
by  construction.  The  construction  work  was  performed  by  L.  C.  Woodruff,  a 
contractor.  The  records  reviewed  do  not  Indicate  whether  he  was  affiliated 
with  the  company.  Further  details  with  respect  to  the  construction  of  this 
property  are  given  in  the  section  on  development  of  fixed  physical  property 
in  the  report  on  the  carrier. 

The  authorized  capital  stock  of  the  Erie  &  Genesee  Valley  Railroad  Company 
was  $500,000  par  value.  How  much  was  actually  Issued  and  the  considerations 
received  therefor  were  not  ascertainable  from  the  records  obtained.  The  Erie 
&  Genesee  Valley  Railroad  Company  issued  $120,000  par  value  of  first-mort- 
gage 7  per  cent  bonds,  dated  July  1.  1871,  due  July  1,  1886,  all  of  which  were 
outstanding  on  date  of  reorganization  and  were  exchanged  for  securities  of 
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the  successor.  The  considerations  received  for  these  bonds  when  issued  were 
not  ascertainable  from  the  records  obtained.  The  Brie  Railroad  Company 
recorded  as  a  charge  to  the  Erie  &  Genesee  Valley  Railroad  Company  in  an 
advance  account  money  outlay  expended  by  it  aggregating  $11,057.90  for 
improvement  work  on  the  property,  and  The  New  York,  Lake  Brie  and  Western 
Railroad  Company  recorded  as  a  charge  to  its  improvements  on  leased  railway 
property  account  money  outlay  expended  by  it  aggregating  $667.89  for  improve- 
ment work  on  the  property  of  the  Erie  &  Genesee  Valley  Railroad  Company. 

APPENDIX  3 

ANALYSIS  OF  METHODS  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and  third,  a  buffer 
fund  of  cash  constantly  on  haud  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expennes  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  Is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practical  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met  from 
maturing  revenues  from  that  service  a  proportion  that  Is  equal  to  the  propor- 
tion of  all  accrued  revenues  from  service  within  the  period  that  reaches  the 
treasury  within  that  period.  The  remaining  proportion  of  operating  expenses 
will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet  expenses 
in  advance  of  the  receipt  cf  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  In  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and  sup- 
plies. The  factors  affecting  cash  working  capital  are  as  follows :  The  relative 
amount  of  revenue  from  the  various  classes  of  service,  the  elapsed  time  from 
the  beginning  of  such  service  to  the  receipt  In  the  treasury  of  the  revenues  for 
the  service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty  cars 
to  the  point  of  loading,  the  time  consumed  in  loading,  and  the  time  the  receipts 
are  In  transit  to  the  treasury,  and,  for  freight  with  charges  collected  at  destina- 
tion, in  addition,  the  time  for  movement  under  load,  the  time  consumed  in 
unloading,  and  the  credit  period  for  payment  of  charges ;  the  relative  amount 
of  operating  expenses  for  various  purposes;  and  the  elapsed  time  from  the 
beginning  of  the  accrual  of  such  respective  expenses  to  the  time  when  they 
must  be  paid.  The  factors  in  most  cases  represent  the  experience  of  all  Class  I 
carriers  and  in  a  few  cases  consist  of  specially  assembled  data  from  the  expert- 
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ence  of  territorially  scattered  carriers  that  represent  over  40  per  cent  of  the 
operating  expenses  of  all  Class  I  carriers.  For  material  and  supplies,  considera- 
tion has  been  given  to  the  average  book  value  of  the  stock  carried  by  all  Class  I 
and  Class  II  carriers  on  Jnne  30  for  the  years  1914-1910,  and  to  the  fact  that 
some  part  of  this  stock  Is  held  for  additions  and  betterments  and  new  construc- 
tion and  that  some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  Indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  Investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  the  commission  apply,  to 
the  difference  between  the  factors  applicable  to  those  roads  and  the  average 
of  factors  applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These 
differences  are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and 
freight  service  and  the  average  haul  of  freight  and  the  ratio  between  empty  and 
loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues 
from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  In  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of  a 
common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation  Is 
less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
affiliated  companies  or  to  other  special  circumstances,  the  carrier's  common- 
carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases,  the  value  found  for  working  capital  is  the 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  December  31,  1918,  it  is  found  that  the 
working  capital  used  for  common-carrier  purposes  during  that  period  averaged 
10.87  per  cent  of  the  annual  operating  expenses.  Applying  that  percentage  to 
the  annual  operating  expenses  as  of  date  of  valuation,  determined  to  be  $41,450 
according  to  the  trend  of  operating  expenses  during  the  preceding  five  years,  it 
is  found  that  the  working  capital  used  for  common-carrier  purposes  on  date  of 
valuation  is  $4,500. 
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Valuation  Docket  No.  765 
SAVANNAH  UNION  STATION  COMPANY 


Submitted  July  21,  19&6.    Decided  September  17,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Savannah  Union 
Station  Company,  owned  and  used  for  common-carrier  purposes,  found  to 
be  $818,000,  as  of  June  80.  1917. 

/.  T.  Stokeley,  J  no.  R.  Leigkty,  and  Charles  T.  Abeles  for  Savan- 
nah Union  Station  Company. 
Forest  S.  Lyman  for  Western  Union  Telegraph  Company. 

Report  of  the  Commission 

Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
By  Division  1 : 

A  tentative  valuation,  as  of  June  30,  1917,  of  the  property  of 
the  Savannah  Union  Station  Company,  hereinafter  called  the  car- 
rier, was  completed  and  notice  thereof  given  to  the  carrier  and  other 
interested  parties  on  April  6,  1926.  The  carrier  filed  a  protest 
within  the  statutory  period,  and  a  hearing  thereon  has  been  had. 
The  Western  Union  Telegraph  Company  intervened  but  offered 
no  evidence. 

The  carrier  is  a  corporation  of  the  State  of  Georgia,  controlled  by 
the  Southern  Railway  Company,  Atlantic  Coast  Line  Railroad 
Company,  and  the  Seaboard  Air  Line  Railway  Company  through 
the  ownership  of  its  entire  outstanding  capital  stock.  It  owns  and 
operates  a  passenger  station  and  terminal  facilities  at  Savannah,  Ga.. 
together  with  7.459  miles  of  first  and  second  main  track  and  8.614 
miles  of  yard  tracks  and  sidings. 

The  protest  of  the  carrier  is  directed  generally  against  the  rules, 
methods,  and  principles  employed  in  the  preparation  of  the  tentative 
report.  Similar  general  objections  of  other  carriers  have  been  con- 
sidered by  us  heretofore  and  have  not  been  sustained.  The  carrier's 
protest  was  supported  by  testimony  with  respect  to  only  one  item, 
namely,  depreciation,  but  the  evidence  offered  was  general  in  its 
nature  and  did  not  show  wherein  the  tentative  report  was  in  error 
with  respect  to  any  of  the  several  items  under  this  head. 
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COOT  OF  REPRODUCTION  NEW 

At  the  hearing  an  exhibit  was  submitted  for  the  record  setting 
forth  certain  changes  in  the  engineering  report  which  are  now 
recommended  by  our  engineers.  The  changes  submitted  for  our 
approval  would  increase  our  estimated  cost  of  reproduction  new 
for  property  owned  and  used  $13,168,  and  of  reproduction  less 
depreciation,  $12,622.  The  items  affected  are  grading,  ties,  rails, 
tracklaying  and  surfacing,  crossings  and  signs,  and  signals  and  inter- 
lockers.  The  changes  recommended  result  from  a  revision  in  cer- 
tain quantities  and  unit  prices  and  a  correction  in  the  apportionment 
of  ownership  of  signals  and  interlockers.  We  have  reviewed  the 
recommended  changes  and  they  are  approved.  The  tentative  report 
will  be  modified  accordingly. 

FINAL  VALUE 

The  carrier's  books  record  an  investment  of  $915,268.62  in  carrier 
property,  including  lands.  If  certain  charges  are  excluded,  which 
under  our  accounting  classification  go  to  other  accounts,  the  read- 
justed investment  on  date  of  valuation  would  stand  at  $754,735.03. 
The  cost  of  reproduction  new  and  the  cost  of  reproduction  less 
depreciation  of  the  property  owned  and  used,  exclusive  of  lands, 
and  including  the  carrier's  portions  of  jointly  owned  minor 
facilities,  we  find  to  be  $639,125  and  $528,524,  respectively.  The 
present  value  of  lands  owned  and  used  by  the  carrier,  determined  in 
accordance  with  our  usual  methods,  is  $264,697.46. 

The  authorized  capital  stock  of  the  carrier  is  $300,000.  It  had 
outstanding  on  valuation  date  obligations  amounting  to  $868,765.10, 
of  which  $300,000  was  in  the  form  of  capital  stock,  $545,000  in 
first-mortgage  4  per  cent  bonds,  and  $23,765.10  in  nonnegotiable 
debt  to  affiliated  companies.  Of  the  latter  amount,  $11,245.66  is 
covered  by  demand  notes  bearing  interest  at  the  rate  of  4  per  cent 
per  annum,  and  $12,519.44  represents  balances  in  open  accounts. 
The  carrier  has  paid  no  dividends. 

The  property  of  the  carrier  is  operated  in  the  joint  interest  of 
three  railroad  companies.  Under  an  agreement  the  tenant  com- 
panies pay  the  net  expenses  of  maintenance  and  operation,  includ- 
ing taxes  and  insurance,  and  a  rental  equal  to  the  interest  on  the 
carrier's  long-term  debt  and  one-half  of  1  per  cent  per  annum  on 
its  bonds.  The  payment  of  the  expenses  and  rental  is  divided  among 
the  users  on  a  car  basis. 

We  find  that  the  value  for  rate-making  purposes  of  the  property 
of  the  carrier  owned  and  used  for  common-carrier  purposes,  includ- 

116 1.  C.  0. 


Digitized  by  Google 


6AVANNAH  UNION  STATION  CO. 


297 


ing  $5,000  for  working  capital,  is  $818,000,  as  of  June  30,  1917.  An 
order  will  be  entered  in  accordance  with  our  findings. 

Order 

Entered  September  17, 1926 

This  case  having  been  duly  heard  and  submitted  by  the  parties 
and  full  investigation  of  the  matters  and  things  involved  having 
been  had,  and  said  division  having,  on  the  date  hereof,  made  and 
filed  a  report  containing  its  conclusions  thereon,  which  report  is 
hereby  referred  to  and  made  a  part  hereof : 

It  is  ordered ',  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Savannah  Union 
Station  Company  as  of  June  30,  1917 : 

Location  and  general  description  of  property. — The  property  of 
Savannah  Union  Station  Company,  hereinafter  called  the  carrier, 
consists  of  a  modern  brick-and-stone  station  building  at  Savannah, 
Ga.,  and  11.073  miles  of  standard-gauge  in 
and  near  that  city.  The  trackage  embraces  4.557  miles  of  first 
main  track,  2.902  miles  of  second  main  track,  and  3.614  miles  of 
yard  tracks  and  sidings,  all  classified  as  owned  and  used.  The 
property  is  used  under  an  agreement  dated  May  1,  1902,  by  the 
Southern  Railway  Company,  Atlantic  Coast  Line  Railroad  Com- 
pany, and  Seaboard  Air  Line  Railway  Company. 

Capital  stock  and  long-term  dtbt.— The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $868,765.10  in  stock  and 
long-term  debt,  of  which  $300,000  represents  common  stock,  $545,000 
funded  debt,  and  $23,765.10  nonnegotiable  debt  to  affiliated  com- 
panies. 

Result*  of  corporate  operations. — Under  the  agreement  above  men- 
tioned, the  using  companies  pay  the  net  expenses  of  operating  and 
maintaining  the  property,  including  insurance  and  taxes,  at  a  rental 
equal  to  the  interest  on  the  carrier's  long-term  debt  and  one-half  of 
1  per  cent  per  annum  on  its  bonds.  The  net  income  for  the  period 
from  May  28,  1902,  to  date  of  valuation  amounts  to  $45,000  and  the 
net  income  for  the  year  ended  on  date  of  valuation  is  $5,078.67. 
The  net  income  is  applied  to  sinking  and  other  reserve  funds.  The 
carrier  has  paid  no  dividends  on  its  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  carrier  can  not  be  ascertained.  The  data 
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obtained  on  the  outlay  for  creating  and  improving  the  property  may 
be  summarized  as  follows : 

Recorded  money  outlay  $711,238.90 

Xonnegotiable  debt  to  affiliated  companies,  recorded  value   44, 002. 53 

From  which  should  be  deducted  whatever  portions,  uot  definitely 

determinable,  of  the  above  outlays  represent  retirements  of  road. 

credited  at     596.40 

We  are  unable  to  report  the  cash  value  at  the  time  of  the  trans- 
action of  the  outlay  other  than  money,  because  it  has  not  been  pos- 
sible to  obtain  the  information.  The  above  outlays  may  include 
some  or  all  of  the  undetermined  portion,  assignable  to  noncarrier 
lands,  of  the  cost  to  the  carrier  of  lands  classified  herein  as  partly 
carrier  and  partly  noncarrier. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road,  including  land,  no  equipment  being  owned,  on  date  of  valua- 
tion, is  stated  in  its  books  as  $915,268.62.  With  readjustments  re- 
quired by  our  accounting  examination,  this  amount  would  be  reduced 
to  $754,735.03,  of  which  $44,092.53,  less  an  undetermined  portion 
thereof  assignable  to  offsetting  items  recorded  at  $596.40,  represents 
considerations  other  than  money,  the  cash  value  of  which  at  the  time 
of  the  transaction  we  are  unable  to  report  because  it  has  been  impos- 
sible to  obtain  the  information.  There  may  be  included  in  the 
amount  above  stated  some  or  all  of  the  undetermined  portion,  assign- 
able to  noncarrier  lands,  of  the  cost  to  the  carrier  of  lands  classified 
herein  as  partly  carrier  and  partly  noncarrier.  Further  information 
will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  owned  and  used  by  the  carrier,  including  its 
portions  of  jointly  owned  minor  facilities,  are  $639,125  and  $528,524, 
respectively.  These  amounts,  classified  in  conformity  with  the 
classification  of  expenditures  for  road  and  equipment  as  prescribed 
by  us,  are  shown  in  the  summarv  sheet,  which  is  a  part  of  Appen- 
dix 1. 

Cost  of  lands,  rights  of  way.  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  74.21  acres  of  lands.  The  total  original 
cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records 
are  not  obtainable,  but  data  on  their  original  cost  will  be  found  in 
Appendix  2.  The  present  value  of  the  74.21  acres  of  common -carrier 
lands  is  $264,697,46.  The  estimates  of  cost  of  reproduction  covered 
by  this  report  are  based  upon  the  1914  level  of  prices,  while  the  pres- 
ent values  of  the  common-carrier  lands  covered  by  the  report  are 
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based  upon  the  fair  average  of  the  normal  market  value  of  lands 
adjoining  and  adjacent  to  the  rights  of  way,  yards,  and  terminals 
of  the  carrier  as  of  valuation  date.  This  discrepancy  will  be  removed 
when  we  adjust  to  later  dates,  in  accordance  with  the  requirements 
of  the  valuation  act,  the  final  value  herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  and  holds  for  noncarrier  purposes  22.40  acres 
of  land.  The  total  original  cost  of  lands  classified  as  noncarrier  can 
not  be  ascertained,  as  the  necessary  records  are  not  obtainable,  but 
data  that  are  obtainable  on  their  original  cost  will  be  found  in 
Appendix  2.  The  present  value  of  the  22.40  acres  of  noncarrier  lands 
and  improvements  thereon,  owned  by  the  carrier,  is  $42,756.89.  The 
carrier  owns  and  holds  cash  on  hand  and  material  and  supplies  in  the 
amount  of  $13,696.  Upon  a  consideration  of  the  data  set  forth  in 
Appendix  3  we  find  that  $5,000  is  necessary  for  its  use  as  working 
capital,  and  that  sum  is  therefore  included  in  the  final  value  stated 
elsewhere  in  this  report.  The  remainder,  $8,696,  is  owned  and  held 
by  the  carrier  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
received  no  aids,  gifts,  grants,  or  donations. 

Materials  and  supplies— The  book  value  of  material  and  supplies 
on  hand  on  date  of  valuation  is  shown  in  the  carrier's  records  as 
$7,531.23. 

Final  value—  After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  here  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  wholly  owned  and  used,  devoted 
by  it  to  common-carrier  purposes,  is  found  to  be  $818,000.  The  sum 
of  $5,000  is  included  in  the  value  above  stated  on  account  of  working 
capital,  including  material  and  supplies.  Xo  other  values  or  elements 
of  value  to  which  specific  slums  can  now  be  ascribed  are  found  to 
exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  carrier;  moneys  and  other  considerations 
received  by  reason  of  issues  of  stocks,  bonds,  and  other  securities, 
together  with  the  syndicating,  banking,  and  other  financial  ar- 
rangements attending  their  issue;  the  net  and  gross  earnings;  the 
development  of  fixed  physical  property;  investment  in  road  and 
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equipment;  the  cost  of  lands,  rights  of  way,  and  terminals;  the 
general  balance  sheet  statement;  and  other  pertinent  information. 
Appendix  3  is  a  statement  of  the  method  for  determining  working 
capital. 

Reference  is  made  to  Appendix  8,  Texas  Midland  RaUroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  is  situ- 
ated, give  the  details  respecting  the  figures  here  reported,  and  are 
on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to  public 
inspection,  and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 
stated. 


APPENDIX  1 

ROAD 

The  grading  is  heavy,  averaging  about  80.000  euhic  yards  per  mile.  The 
main-track  rail  is  all  new,  varying  from  60  pounds  to  80  pounds  per  yard  In 
weight.  The  rail  In  yard  tracks  and  sidings  is  partly  new  and  partly  re-lay, 
varying  from  60  pounds  to  80  pounds  in  weight,  the  larger  part  being  60-pound 
re-lay. 

EQUIPMENT 

The  carrier  owns  no  equipment. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction 
has  been  estimated  for  one-half  the  construction  period  of  16  months,  plus  3 
months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures  accounts, 
except  accounts  2  and  76. 

SUMMARY 

The  carrier  s  portions  of  Jointly  owned  minor  facilities  are  included  in  the 
reproduction  costs  shown  below  for  property  owned  and  used. 
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Owned  and  used 


Acer. 


1 
3 
« 
8 
I 
10 
11 
12 
15 
10 
18 
30 
26 
27 
17 
38 

71 

72 
73 
74 
75 
77 
70 


Claws 


I.  ROAP 

Engineering  

Orading  

Bridges,  trestles,  and  culverts  

Ties  

Rails  

Other  track  material  

Ballast  

Tracklaylng  and  surfacing  

Crossings  and  signs  

Station  and  office  buildings  

Water  stations  

Shops  and  engine  houses  ,  

Telegraph  and  telephone  lines  

Signals  and  Interlockers  

Roadway  machines  

Roadway  small  tools  

Total,  1,  and  3  to  47,  inclusive  

DT.  GENERAL  EXPENDITURES 

Organ  itatlon  expenses  

General  officers  and  clerks  

Law  

Stationery  and  printing  

Taxes  

Other  expenditures,  general  

Interest  during  construction  

Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  Inclusive  


Cost  of 
reproduc- 
tion new 


112,589 
48,  478 
lft,  823 
38,  482 
15,97ft 
5,723 
17.227 
ft,  108 
248,  873 
8,80ft 
17, 484 
815 
35,  S98 
205 
350 


8.  953 
33,319 


Cost  of 
reproduc- 
tion less 
deprecia- 
tion 


42,272 
639,125 


$22.  95fl 
112,082 
3«.  782 
8,412 
32,020 
w.m> 
2,984 
11,887 
4, 932 
210.  553 
5,201 
12,  255 
474 
22,592 
84 
175 


493,438 


7,431 

27,«55 


35,08« 


APPENDIX  2 

INTRODUCTION 

The  carrier  Is  a  corporation  of  the  State  of  Georgia,  having  its  principal 
office  at  Savannah.  Ga.  The  carrier  is  jointly  controlled  by  the  Southern 
Railway  Company,  the  Atlantic  Coast  Line  Railroad  Company,  and  the  Seahoard 
Air  Line  Railway  Company,  hereinafter  referred  tons  the  controlling  companies, 
through  ownership  of  its  entire  outstanding  capital  stock.  On  the  other  hand, 
the  records  do  not  indicate  that  this  company,  itself,  controls  any  other  common- 
carrier  corporations.  The  proiverty  of  the  carrier  has  l>een  operated  by  its 
own  organization  during  Its  entire  life. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  August  20,  1900,  under  the  general  laws  of  the 
State  of  Georgia,  for  the  purpose  of  constructing  and  operating  a  railroad 
from  the  union  station  in  Savannah,  Ga..  to  junctions  near  Savannah  with 
the  railroads  of  the  controlling  companies  or  their  predecessors.  The  date 
of  Us  organization  was  September  24,  1900. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 


The  owned  property  of  the  carrier,  comprising  a  passenger  station  and 
11.073  miles  of  track  as  previously  described,  was  all  acquired  by  construction 
116  L  C.  C. 


Digitized  by  Google 


302 


INTERSTATE  COMMERCE  COMMISSION  REPORTS 


daring  the  period  January,  1809,  to  May  23.  1002.  The  construction  work 
was  all  done  by  the  Georgia  Construction  Company,  whose  president  was  also 
president  of  the  carrier. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangement*. — The  records  of  the 
carrier  do  not  Indicate  that  any  syndicating  arrangements  were  made  in  con- 
nection with  the  issuance  of  Its  securities.  The  proprietary  companies  or 
their  predecessors  advanced  the  funds  for  the  construction  of  the  carrier's 
property,  for  additions  and  betterments  thereto,  and  for  a  working  fund,  and 
received  in  part  liquidation  of  such  advances  and  accrued  Interest  the  stock 
and  bonds  of  the  carrier.  The  conditions  under  which  the  carrier  has  issued 
its  securities  and  incurred  other  Indebtedness,  and  the  considerations  received 
therefor  are  described  in  detail  in  the  paragraphs  of  this  section  devoted  to 
capital  stock,  long-term  debt,  and  other  obligations. 

Capital  tttock  and  long-term  debt. — From  the  date  of  its  incorporation.  August 
20,  1000,  to  date  of  valuation,  the  carrier  has  issued  capital  stock  and  funded 
debt  and  incurred  nonnegotiabie  debt  to  affiliated  companies,  as  shown  by  its 
records,  aggregating  $023,765.10  par  value,  of  which  $S68.76T».10  Is  actually 
outstanding  and  $55,000  is  held  for  the  carrier.  The  details  are  summarized 
in  the  following  table : 


OSM 

Issued  or   '  Held  for  the 
Incurred  company 

- 

Actually 
outstanding 

Capital  stock,  par  value,  common   

$aoo.  ooo.  oo 

600,000.00 
•JR.  7f5.  10 

S300.000.00 
MS,  000.  00 
23.76A.  10 

SSfi.000.00 

Total  

028,765.10 

868,79110 

The  securities  held  for  the  carrier  are  $55,000  par  value  of  its  first-mortgage 
4  per  cent  gold  bonds  reacquired  and  held  by  the  trustee  of  a  sinking  fund 
created  for  the  redemption  of  Its  funded  debt. 

Capital  atock. — The  authorized  capital  stock  of  the  carrier  is  $300,000  par 
value,  divided  into  shares  of  $100  par  value  each  and  classed  as  common  stock. 
All  of  this  stock  was  issued  in  June,  1002,  in  equal  amounts  to  the  controlling 
companies  or  their  predecessors  in  liquidation  of  $154,400.41  of  the  advances 
received  from  those  companies,  and  is  actually  outstanding.  The  difference 
between  the  par  value  of  capital  stock  Issued  by  the  carrier  and  the  considera- 
tions recorded  as  received  in  exchange  therefor,  being  discount  of  $145,533.50, 
was  charged  to  the  road  and  equipment  investment  account. 

Funded  debt. — The  carrier  issued  first-mortgage  4  per  cent  gold  bonds,  dated 
April  1,  1002,  due  April  1,  1052,  in  the  par  value  of  $000,000,  of  which  $55,000 
were  reacquired  and  placed  in  a  sinking  fund,  and  $545,000  par  value  are 
actually  outstanding.  These  bonds  were  issued  in  June,  1002,  in  equal  amounts 
to  the  controlling  companies  or  their  predecessors  in  liquidation  of  $385,000 
of  the  advances  received  from  them.  The  bonds  placed  in  the  sinking  fund 
were  reacquired  for  $57,750  cash.  The  difference  between  the  par  value  of 
funded  debt  issued  by  the  carrier  and  the  consideration  recorded  as  received  in 
exchange  therefor,  being  discount  of  $15,000,  was  charged  to  the  road  and 
equipment  Investment  account   The  difference  between  the  reacquisition  cost 
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and  the  par  value  of  funded  debt  reacquired  by  the  carrier,  being  an  amount  of 
$2,750,  was  charged  to  the  sinking  fund  referred  to  above. 

Honnegotiable  debt  to  affiliated  companies. — The  carrier  Is  indebted  to 
ufflliated  companies  In  the  amount  of  $23,705.10,  divided  as  follows : 

Southern  Railway  Company     $7,921.71 

Atlantic  Coast  Line  Railroad  Company—      7, 921.  09 

Seaboard  Air  Line  Railway  Company   7, 921. 70 

This  is  the  balance  of  funds  advanced  by  the  above-named  companies  or  their 
predecessors  to  this  company  during  the  period  July,  1902,  to  May,  1917,  for 
additions  and  betterments  to  its  property,  and  for  a  working  fund,  of  which 
$11,245.00  is  covered  by  demand  notes  bearing  Interest  at  4  per  cent  per  annum, 
and  $12,519.44  is  balances  In  open  accounts. 

Khort-term  notes.— The  carrier  has  issued  short-term  notes  of  $21,010  par 
value,  all  of  which  have  been  retired.  Of  these  notes  §9,080  were  Issued  at  par 
value  in  payment  of  insurance  and  $11,930  were  Issued  at  par  value  for  cash  in 
the  amount  of  $11,855  and  payment  of  $75  Interest  on  notes.  These  notes  were 
all  reacquired  at  par  value  for  cash. 


B8ULT8  or  corporate  oi'EK  vTION  8 


The  results  of  corporate  operations,  as  Bhowu  in  the  Income  and  profit  aud 
of  the  carrier,  are  given  below. 
statement. — A  condensed  summary  of  the  Income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  May  23,  1902,  to  data  of 
valuation,  follows: 


Year 

Period 

*).  300.  40 
36.7E0.22 

$125,  635.  M 
&31.M7.45 

27, 449.  62 

400,421.47 

22.371.  15 

301, 421. 47 

DtopotiUoo  of  net  income,  income  applied  to  sinking  and  other  reserve  funds. 

 — .  ; — .  — , — —  . — 

5,078.07 

45,000.00 

6, 071 67 

45,  000. 00 

Profit  and  loss  statement. — The  debit  balance  In  profit  and  loss  account  of 
the  carrier  is  $25,  representing  loss  on  retired  road  Incident  to  a  minor 
structure  destroyed  by  fire. 


INVESTMENT  IN  BO  AD  AND  EQUIPMENT 

The  investment  of  the  carrier  In  road,  Including  land,  no  equipment  being 
owned,  on  date  of  valuation  Is  stated  In  Its  books  as  $915,208.62,  of  which 
the  following  Is  a  general  analysis : 

For  construction : 

Recorded  money  outlay  $095,373.88 

Nonnegotiable  debt  to  affiliated  companies,  being 
credit  given  the  controlling  companies  or  their  ?739.  466.  41 

predecessors  In  open  accounts  for  Interest  to 
June  6,  1902.  on  advances  received  from  them__     44, 092. 53 
116  I.  C.  C. 


Digitized  by  Google 


304  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


For  additions  and  betterments,  road,  recorded  money  outlay  $15,865.02 

Total  of  above  itema    755,331.43 

Less  retirements,  road,  credited  at    596.40 

Net  of  above  itema    754, 735. 08 

Other  Items,  charges  not  in  accordance  with  the  pres- 
ent classification  of  accounts: 
Transferable  to  balance  sheet  account  Discount 
on  Capital  Stock: 

Discount  on  capital  stock  $145,  533.  59 

Transferable  to  balance  sheet  account  Discount 
on  Funded  Debt: 
Discount  on  bonds    15,000.00 

Total  as  of  date  of  valuation   915, 268.  02 

If  the  "other  items"  set  out  in  the  above  anulysis  were  eliminated  and 
if  all  the  Items  then  remaining  were  taken  at  their  recorded  amounts,  the 
balance  in  the  road  and  equipment  investment  account  would  be  reduced  by 
$160,533.59,  or  to  $754,735.03.  This  adjusted  amount  would  be  the  result,  on 
the  one  hand,  of  gross  outlays  that  consist,  in  part,  of  considerations  other 
than  cash  recorded  at  $44,092.53,  and,  on  the  other  hand,  of  an  item  deductible 
from  the  gross  outlays  and  recorded  at  $596.40,  but  not  specifically  deductible 
at  the  recorded  amounts.  The  cash  value  at  the  time  of  the  transactions 
of  the  considerations  other  than  cash  and  of  the  Items  deductible  from  the 
gross  outlays  is  not  known  and  can  not  be  definitely  determined.  The  balance 
In  the  road  and  equipment  Investment  account.  If  adjusted  to  the  above  extent, 
so  far  as  It  Is  resolvable  into  the  kinds  of  consideration,  would  comprise  the 
following  classes  of  recorded  outlay : 

Recorded  money  outlay  $711, 238. 90 

Nonnegotlable  debt  to  affiliated  companies,  recorded  value.   44, 092. 53 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  retirement  of  road, 
credited  at    096.40 

The  above  outlays  may  include  some  or  all  of  the  undetermined  portions, 
assignable  to  noncarrier  lands,  of  the  cost  to  the  carrier  of  lands  classified 
herein  as  partly  carrier  and  partly  noncarrier.  The  carrier  has  not  charged 
to  Its  miscellaneous  physical  property  account  any  amounts  that  represent 
these  noncarrier  lauds.  The  costs  of  the  above  lands  at  time  of  dedication  to 
public  use,  so  far  as  they  are  indicated  by  accounting  records,  together  with 
certain  amounts  reported  by  the  carrier  as  the  costs  of  such  lands,  Due  which 
are  not  supported  in  the  accounts,  are  stated  in  the  paragraphs  devoted  to 
cost  of  lands  In  the  section  on  original  cost  to  date. 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  Including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  The  data  obtained  on  the  outlay  for  creating  and  improving 
such  property  are  those  found  In  the  road  and  equipment  investment  account 
of  the  carrier,  aa  summarized  in  the  section  on  investment  in  road  and  equip- 
ment. The  above  outlays  may  include  some  or  all  of  the  undetermined  por- 
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Hons,  assignable  to  noncarrler  lands,  of  the  cost  to  the  carrier  of  lands  classi- 
fied herein  as  partly  carrier  and  partly  noncarrler.  The  carrier  has  not 
charged  to  its  miscellaneous  physical  property  account  any  amounts  that  repre- 
sent these  noncarrler  lands.  The  cost  of  the  above  lands,  so  far  as  they  are 
indicated  by  accounting  records,  together  with  certain  amounts  reported  by 
the  carrier  as  costs  of  such  lands,  but  which  are  not  supported  in  the  accounts, 
are  stated  In  the  paragraphs  of  this  section  that  are  devoted  to  cost  of  lands. 

Coat  of  lands. — The  carrier  reports  amounts  aggregating  $200,146.42  as  the 
outlays  by  it  in  connection  with  lands  and  rights  owned,  or  used,  Including 
noncarrler  lands,  and  that  the  proceeds  from  the  sale  of  parts  of  parcels  of 
such  hinds  aggregate  $4,892.50.  A  verification  of  the  amounts  Indicates  that 
the  proceeds  from  the  sale  of  lands  should  be  reduced  by  $4,600,  due  to  sales 
reported  for  parcels  of  land  entirely  disposed  of.  The  returns  made  by  the 
carrier  include  certain  lands  for  which*  there  is  no  reference  to  evidence  of 
title,  certain  lands  for  which  the  consideration  recited  in  deeds  are  other  than 
of  a  monetary  value,  and  certain  rights  in  private  lands  without  reported 
costs.  The  amounts  reported  hy  the  carrier  as  costs  Incurred  by  it  for  the 
remaining  lands  owned,  after  making  the  change  noted  above,  are  made  up  in 
part  of  costs  supported  by  accounting  records  and  in  part  of  substantial  con- 
siderations noted  on  deeds  and  other  records  which  the  carrier  returned  as 
costs,  but  which  are  not  supported  by  accounting  records.  These  amounts  and 
the  proceeds  from  parts  of  parcels  sold,  both  classified  according  to  the  classi- 
fication herein  of  the  lauds  to  which  they  apply,  are  summarized  as  follows : 


Chwlflcation 


Lftrvli  classified  as  tirrler: 

Owned  and  used  (Includes  $203,876.2.">  supported  costs  and  $58  unsup- 
ported costs  not  separable  as  to  lands  classified  as  carrier  and  lands 

classified  as  partly  carrier  and  portly  noncarrler)..   

From  which  should  be  deducted  the  portions,  not  definitely  determin- 
able, of  tbe  above  that  are  assignable  to  part*  of  parcels  sold  for  pro- 


Costs  sup- 
ported by 
accounting 
records 


S236.032. 18 
292.50 


A  mount*  not 
supported  by 
accounting 
records 


$1M>..V) 


70 


14.00 


All  of  the  above  lands  are  located  in  the  State  of  Georgia. 

Cott  of  machinery  and  equipment. — The  carrier  reports  that  it  does  not 
own  any  machinery  or  equipment.  A  verification  of  the  returns  indicates  that 
one  unit  of  roadway  machine  should  be  ndded,  due  to  one  gasoline  motor  car 
which  has  been  inventoried  but  not  reported. 


The  accounts  of  the  carrier  do  not  record  as  such  any  investment  in  miscel- 
laneous physical  property  on  date  of  valuation.  However,  certain  lands  owned 
by  the  carrier  have  been  classified  herein  as  noncarrler  lands.  A  summary  of 
the  costs  of  these  lands,  as  reported  by  the  carrier,  is  stated  in  the  paragraphs 
devoted  to  cost  of  lands  in  the  section  on  original  cost  to  date.  The  amount 
that  would  be  includible  in  the  miscellaneous  physical  property  account  to 
represent  the  investment  in  noncarrler  lands  has  not  been  Indicated  by  the 
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▲IDS,  GIFTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  no  aids,  gifts,  grants,  or  donations  were  received  by 
It   An  examination  of  the  records  does  not  Indicate  that  any  were  received. 

MATERIAL  AND  SUPPLIES 

The  investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
Is  stated  in  its  books  as  $7,531.23.  The  records  reviewed  do  not  indicate  any 
adjustment  of  this  account  by  reason  of  an  inventory  taken  Just  prior  to  date 
of  valuation. 

LEASED  RAILWAY  PROPERTY 

The  passenger  station  and  tracks, of  the  carrier  are  used  Jointly  by  the 
Southern  Railway  Company,  the  Atlantic  Coast  Line  Railroad  Company,  and  the 
Seaboard  Air  Line  Railway  Company  under  an  agreement  for  50  years  from  May 
1,  1002,  whereby  the  users  pay  tbe  net  expenses  of  operating  and  maintaining 
the  property,  including  insurance  and  taxes,  and  a  rental  equal  to  the  interest 
on  its  long-term  debt  and  one-half  of  1  per  cent  per  annum  on  its  bonds.  The 
payment  of  tbe  expenses  and  rental  is  divided  among  the  users  on  a  car  basis. 
The  carrier  computed  and  credited  to  its  income  account  for  the  year  ending 
on  date  of  valuation  $36,750.22,  representing  the  amount  receivable  for  rent 
of  its  property. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier  as  of  date  of  valuation 
is  as  follows : 


Investment  in  road  and  equipment  __   $915, 268. 62 

Sinking  fund — 

Total  book  assets    $56,306.98 

Less  this  company's  own  issue  included   55, 000. 00 


1,  306.  98 


Total      916,575.60 


Current  assets: 

Cash    _    6. 164.  65 

Net  balance  receivable  from  agents  and  conductors   23. 05 

Miscellaneous  accounts  receivable   4, 623. 02 

Material  and  supplies    7,531.23 


Total   18,341.95 


Unadjusted  debits,  other  unadjusted  debits   6,750.00 


Grand  total  _   941, 667. 55 
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LIABILITIES 

Stock,  capital  stock     -  $300,000.00 


Long-term  debt: 

Funded  debt  unmatured — 

Total  book  liability    1600,000.00 

Less  held  for  this  company    55,  000. 00 

  545, 000. 00 

Nonnegotiable  debt  to  affiliated  companies   23,765.10 


Total      508,  765. 10 


Current  liabilities: 

Audited  accounts  and  wages  payable   9, 315. 43 

Unmatured  interest  accrued   5,450.02 


Total   -      14,765.45 


Unadjusted  credits,  tax  liability   655.04 

Corporate  surplus: 

Sinking  fuud  reserves.     57,606.06 

Profit  and  loss,  debit  balance     25.00 


Total      57,581.90 


Grand  total   _    941,067.55 

APPENDIX  3 


ANALYSIS  OF  MKT  HODS  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  possibly,  three  parts :  First,  the 
Investment  in  a  stock  of  material  and  supplies ;  second,  the  cash  necessary,  if 
any,  to  pay  such  outlays  Incurred  in  connection  with  common-carrier  service 
as  may  fall  due  prior  to  the  time  when  the  cash  received  in  connection  with 
that  service  is  available;  and,  third,  a  buffer  fund  of  cash  constantly  on  hand 
to  cover  amply  any  recurrent  and  fluctuating  deficiencies  in  the  inflow  of  cash 
applicable  to  payments  falling  due. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

Material  and  supplies. — The  investment  in  a  stock  of  material  and  supplies 
reasonably  held  for  common-carrier  operations  is  determined  on  the  basis  of 
the  carrier's  actual  stock  from  month  to  month  during  a  period  usually  of  five 
years  preceding  date  of  valuation.  This  recorded  amount  is  corrected  to  allow 
for  any  scrap  or  obsolete  material  included  In  the  stock ;  to  allow  for  any  part 
of  it  that  was  drawn  upon  for  additions  and  betterments  rather  than  for 
repairs,  maintenance,  and  the  supplying  of  operating  requirements;  and  to 
allow  for  any  abrupt  variations  In  the  stock  due  to  special  conditions.  The 
percentage  that  this  average  amount  bears  to  the  average  annual  operating 
expenses  for  the  five  years  is  then  applied  to  the  annual  rate  of  operating 
expenses  on  date  of  valuation,  determined  according  to  the  trend  of  such 
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expenses  during  the  five-year  period.  The  result  Is  taken  as  the  basis  for  a 
flndiug  of  the  reasonable  stock  of  material  and  supplies  for  common -carrier 
aervlce  as  of  date  of  valuation,  based  on  the  carrier's  actual  experience  for 
five  years  preceding  that  date. 

Cash  on  hand. — The  cash  on  hand,  even  the  average  of  the  monthly  balances 
over  a  period  of  time,  la  not  at  all  Indicative  of  the  amount  of  cash  working 
capital  used,  for  several  reasons.  It  Is  the  reservoir  Into  which  flows  the  cash 
received  from  all  sources  and  from  which  is  first  drawn  the  cash  paid  for  all 
purposes.  As  a  consequence  the  cash  on  hand  la  frequently  far  out  of  propor- 
tion to  any  reasonable  requirements  for  common-carrier  service  alone.  Again, 
the  material  and  supplies  on  hand  usually  include  some  currently  purchased 
but  not  yet  paid  for,  and  the  road  and  equipment  usually  include  units  or 
structures  currently  placed  in  operation  but  not  yet  fully  paid  for.  In  both 
cases  part  of  the  cash  on  hand  is  imminently  required  to  meet  these  payments. 
Since  all  such  property  is  part  of  that  used  for  common-carrier  service  on  any 
date  selected,  if  the  cash  on  hand  be  all  taken  as  working  cash  capital,  there 
will  be  a  duplication  In  the  final  value  to  the  extent  of  the  unpaid  costs  of 
material  and  supplies  and  of  additions  and  betterments  or  new  construction. 
Another  defect  is  that  the  amount  of  cash  on  any  selected  date,  or  the  average 
monthly  balance  over  any  period,  is  not  representative  of  the  average  cash  on 
hand  all  the  time,  because  the  amount  of  cash  fluctuates  from  day  to  day  on 
account  of  the  unmatched  variations  In  the  receipts  and  payments  from  day  to 
day.  This  is  a  characteristic  of  the  cash  on  hand  not  found  to  the  same  dis- 
turbing extent  In  the  stock  of  material  and  supplies.  Finally,  and  most  Impor- 
tant, even  If  all  the  above  defects  could  be  remedied,  the  amount  of  cash  on 
hand  may  not  be  taken  as  working  capital  until  it  is  shown  that  It  represents 
cash  invested  by  the  corporation  and  not  an  accumulation  of  cash  received  from 
service  in  advance  of  the  payment  of  the  charges  against  that  service.  If  it 
represents  the  latter,  then,  to  include  it  in  a  final  value  of  property  entitled  to 
a  return  Is  to  grant  a  return  upon  the  public's  payments  for  the  services,  which 
would  be  compounding  the  return  on  the  property  actually  devoted  by  the 
carrier  to  public  use.  On  the  other  hand,  in  the  case  of  carriers  whose  payments 
fall  due,  on  the  average,  before  the  receipt  of  all  the  cash  applicable  to  their 
payment,  there  will  have  to  be  provided  and  constantly  paid  out  toward  auch 
expenses  a  varying  amount  of  money  that  is  never  returned  to  the  treasury. 
In  addition  to  that  expended  cash,  a  further  sum  has  to  be  provided  in  order  to 
have  on  hand  the  necessary  fund  to  cover  variations  in  the  demand  for  cash 
and  provide  a  safe  working  reserve.  The  total  investment  of  cash  for  both  these 
purposes  may  exceed  the  amount  of  cash  usually  on  hand,  even  for  all  cor- 
porate purposes.  In  such  a  case  the  cash  on  hand  clearly  does  not  Indicate  all 
the  cash  working  capital  used. 

For  these  reasons  the  cash  on  hand  is  rejected  as  not  being  reliable  evidence 
of  the  cash  investment  for  working  capital  used  in  rendering  common-carrier 
service. 

Cash  to  pay  expenses  in  advance  of  the  receipt  of  revenue. — Whenever  the 
cash  received  in  connection  with  service  performed  In  any  particular  period 
la>;s  behind  the  outlays  incurred  In  connection  with  the  service  within  that 
particular  period  and  taxes,  the  amount  of  cash  working  capital  of  this  sort 
needed  for  operating  purposes  is  the  amount  by  which  the  outlays  and  taxes 
falling  due  exceed  that  currently  received  portion  of  the  accrued  cash  receipts 
which  la  applicable  to  aU  such  i  my  meats  to  be  made,  which  has  been  collected, 
has  reached  the  treasury,  and  baa  become  available  for  paying  bills. 
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In  order  to  make  this  comparison  between  the  due  dates  for  such  payments 
and  the  time  when  the  cash  applicable  to  the  payments  Is  received,  there  has 
been  ascertained  from  the  carrier's  accounts  and  operating  statistics  for  a 
period  usually  of  three  years  preceding  date  of  valuation,  on  the  one  hand,  the 
amount  of  cash  received  from  various  sources  in  connection  with  its  common- 
carrier  service  and  the  elapsed  time  from  the  beginning  of  each  class  of 
such  service  to  the  receipt  of  the  cash  in  the  treasury-  The  sources 
of  cash  inquired  into  include  ordinarily  prepaid  charges  on  freight  for- 
warded, charges  and  advances  collected  on  freight  received,  both  local  and 
Interline,  interline  balances  receivable  on  freight  forwarded  collect  or  freight 
carried  intermediately  between  forwarding  and  delivering  lines,  the  sale  of 
passenger  tickets,  both  local  and  interline,  Interline  balances  receivable  on 
Interline  passenger  tickets  issued  by  foreign  lines,  and  other  forms  of  passenger 
transportation.  If,  in  any  particular  case,  other  sources  of  receipts  in  con- 
nection with  common-carrier  service  are  relatively  important,  those  also  are 
included.  In  the  case  of  switching  and  terminal  companies,  the  sources  of  cash 
receipts  vary  according  to  the  operating  arrangements  of  the  respective  com- 
panies. In  each  case  the  sources  peculiar  to  the  carrier  under  consideration 
are  examined.  From  these  data  there  is  computed  the  weighted-average 
elapsed  time  from  the  beginning  of  the  various  common-carrier  services  to  the 
dates  when  the  cash  received  in  connection  with  such  services  comes  to  band 
and  is  available  to  meet  payments. 

On  the  other  hand,  there  has  been  ascertained  for  the  same  period  the  amount 
of  cash  paid  out  for  various  purposes  in  connection  with  common-carrier  service 
and  taxes  and  the  elapsed  time  from  the  beginning  of  each  class  of  such  service 
until  the  payments  fall  due.  The  purposes  of  payments  inquired  into  are 
ordinarily  those  for  purchases  of  material  and  supplies  for  current  use  in 
operations  or  for  replenishing  the  stock  of  material  and  supplies,  the  payment 
of  wages  and  salaries,  the  payment  of  advances  on  freight  forwarded,  the 
.settlement  of  interline  balances  payable,  and  the  payment  of  taxes.  If  in  any 
particular  case  other  disbursements  in  connection  with  common-carrier  services 
are  relatively  important,  these  also  are  included.  In  the  case  of  switching  and 
terminal  companies,  the  purposes  for  which  payments  are  made  vary  according 
to  the  operating  arrangements  of  the  respective  companies.  In  each  case  the 
purposes  peculiar  to  the  carrier  under  consideration  are  examined.  From  these 
data  there  is  computed  the  weighted-average  elapsed  time  from  the  beginning 
of  the  various  common-carrier  services  to  the  dates  when  the  payments  are 
made. 

Next,  comparing  the  average  delay  In  the  receipt  in  hand  of  all  cash  and 
the  average  delay  in  the  making  of  all  payments,  there  Is  disclosed  whether 
the  cash  was  received  In  hand,  on  the  average,  ahead  of  the  maturity  of  pay- 
ments to  be  mnde,  or  whether  payments  had  to  be  made  for  a  period  before 
the  cash  receipts  reached  their  full  current  volume.  In  either  case  it  shows, 
further,  the  number  of  days  by  which  cash  receipts  anticipated  the  due  dates 
of  payments  or  lagged  behind  them.  This  number  of  days  multiplied  by  the 
average  daily  amount  paid  gives  for  the  three-year  period,  in  the  one  case, 
the  average  amount  of  cash  received  applicable  to  payments  that  was  in  excess 
of  the  payments  made,  or,  in  the  other  case,  the  average  amount  of  cash  that 
had  to  be  obtained  from  some  source  other  than  receipts  to  pay  expenses  until 
cash  receipts  came  to  hand  in  sufficient  volume.  In  the  one  case  it  is  the 
average  dally  surplus  of  current  receipts  applicable  to  these  payments  over 
the  amount  of  auch  payments  currently  falling  due.    In  the  other  case  it  la 
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the  average  amount  of  cash  supplied  from  other  sources  and  spent ;  It  la  no  part 
of  cash  on  hand. 

It  should  be  noted,  that,  by  applying  this  difference  In  delay  to  the  average 
daily  payments,  Instead  of  to  the  average  dally  gross  receipts,  the  result  is 
Independent  of  any  current  collections  that  are  properly  reservable  for  interest, 
dividends,  additions  and  betterments,  or  other  corporate  purposes  than  the 
rendering  of  common-carrier  service.  It  represents  solely  the  relation  between 
the  payment  of  cash  outlays  arising  In  the  performance  of  common-carrier 
service  and  in  taxes  and  so  much  of  the  current  receipts  as  may  properly  be 
assignable  to  those  payments. 

Buffer  fund. — The  third  possible  element  of  working  capital,  namely,  the 
buffer  fund  of  cash  on  hand,  is  determined  from  a  consideration  of  the  maxi- 
mum monthly  deficit,  if  there  be  any  deficit  at  all,  or  of  the  monthly  minimum 
surplus.  If  there  be  no  deficit,  in  the  cumulated  receipts  applicable  to  payments. 
This  maximum  deficit,  or  minimum  surplus,  as  the  case  may  be,  is  found  by 
comparing  day  by  day  the  cumulated  daily  receipts  with  the  cumulated  daily 
payments  during  the  average  month's  experience,  and  noting  on  what  day  of 
such  mouth  the  deficiency,  If  any,  was  greatest,  or  the  surplus  was  least.  This 
result  indicates  by  how  much,  on  the  day  indicated,  the  receipts  in  hand  had 
to  be  supplemented  by  cash  from  some  other  source  in  order  to  meet  all  pay- 
ments on  such  day  and  still  have  a  safe  buffer  fund  of  reserve  cash  on  hand. 
This  amount  of  Invested  cash  may  never  be  all  paid  out,  and  at  certain  times 
of  the  month  may  be  all  on  hand.  But  whatever  part  is  not  paid  out  must 
be  kept  on  hand  to  cover  the  peak  requirements  each  month  with  an  adequate 
margin  of  safety. 

Summary  of  cash  working  capital. — When  the  payments  made  exceed,  on  the 
whole,  the  receipts  applicable  to  the  payments,  the  average  excess  determined 
in  the  above  manner  measures  the  average  amount  of  cash  working  capital 
paid  out.  The  maximum  deficit  during  the  average  mouth  is  the  average  of 
the  maximum  amounts  of  cash  working  capital  paid  out  some  time  each  month 
and  includes,  of  course,  the  average  amount  paid  out,  just  referred  to.  Whether 
the  receipts  in  hand  anticipate  or  lag  behind  the  payments  to  be  met,  the 
maximum  deficit  determined  as  above,  if  there  be  any  at  all,  measures  the 
average  amount  of  cash  working  capital  actually  used  from  month  to  month 
to  supplement  current  receipts  In  hand  In  meeting  the  peak  requirements  for 
current  payments.  If  there  Is  no  deficit  in  receipts  on  any  day  of  the  month, 
then  no  cash  working  capital  is  used  at  all  to  supplement  receipts  in  meeting 
payments,  although  an  investment  in  cash  working  capital  may  be  used  to 
maintain  a  sufficiently  protective  buffer  fund  at  all  times. 

A  deficit  or  minimum  surplus  thus  found  represents  actual  experience  prior 
to  date  of  valuation.  If  the  traffic  handled  during  the  period  shows  a  general 
increase,  as  Is  usual,  or  a  general  decrease,  these  results  will  not  be  repre- 
sentative of  the  carrier's  experience  as  of  date  of  valuation.  The  volume  of 
business  for  the  single  year  preceding  date  of  valuation  may  be  high  or  low 
because  of  temporary  influences.  In  order  to  secure  in  the  result  representa- 
tion of  the  general  Increase,  or  decrease,  the  percentage  that  the  investment 
of  cash  made  to  preserve  a  safe  buffer  fund,  found  as  above,  is  of  the  average 
annual  operating  outlays  and  taxes  during  the  three  years  is  first  computed. 
Then  the  annual  rate  of  such  payments  as  of  date  of  valuation  is  determined 
according  to  the  trend  of  actual  yearly  payments  during  a  period,  usually  five 
years,  preceding  date  of  valuation.  The  percentage  first  found  is  then  applied 
to  this  annual  rate  and  the  result  is  taken  to  represent  the  investment  of  cash 
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working  capital  for  a  volume  of  bnslness  as  of  date  of  valuation  indicated  by 
the  trend  of  actual  experience  for  the  period  prior  to  date  of  valuation. 

The  actual  cash  working  capital  employed  must,  as  indicated  above,  Include 
enough  to  assure  a  safe  margin  of  cash  on  hand  to  take  care  of  variations  in 
the  relation  between  cumulated  receipts  and  cumulated  payments,  as  computed, 
in  which  such  variations  are  leveled  off  over  a  long  period  of  time.  However, 
with  the  large  number  of  daily  transactions,  running,  in  the  case  of  any 
but  the  smaller  carriers,  to  many  thousands,  the  variations  in  individual 
transactlonH  each  day  largely  offset  each  other;  and  in  view  of  the  degree  of 
regularity  usually  found  in  the  relative  receipts  from  various  sources  and 
relative  payments  for  various  purposes  and  In  the  frequency  and  time  of  the 
month  observed  by  the  monthly  cycle  of  receipts  and  payments,  the  compara- 
tive delay  in  the  receipts  and  payments  of  cash  up  to  any  time  of  the  month 
can  not  diverge  from  month  to  month  very  greatly  from  the  average  for  that 
time  of  the  month  over  a  longer  period. 

With  respect  to  the  fluctuations  from  month  to  month  in  the  sufficiency 
of  receipts  due  to  seasonal  or  casual  influences  on  traffic  or  expenses,  a  dis- 
tinction is  made  between  those  arising  in  connection  with  divergencies  in 
the  comparative  delay  in  receipts  and  payments  and  those  springing  from 
deficiency  in  the  earnings  from  traffic  or  from  extraordinary  expenses.  The 
former  are  covered  by  the  remarks  in  the  preceding  paragraph.  As  to  the  latter, 
whatever  deficiencies  may  occur  at  certain  times  of  the  year  should  be  cared 
for  by  a  surplus  created  out  of  operating  income,  analagous  to  that  provided 
for  In  section  15a  of  the  Interstate  commerce  act.  If  the  operating  income 
Is  inadequate  to  provide  such  a  reserve,  the  fault  lies  either  in  insufficient 
traffic  or  insufficient  rates.  In  either  case,  the  remedy  lies  elsewhere  than  In 
a  fund  of  cash,  to  be  added  to  the  value  of  the  carrier  property  and  thereby 
charged,  for  its  support,  against  the  users  of  the  service. 

Conclusion.— By  considering  whatever  amounts  are  disclosed  as  used  for 
common-carrier  operations  in  the  form  of  each  of  the  three  possible  factors  in 
working  capital,  the  total  working  capital  employed  la  found. 

DATA  ON   THK  CARRIER 

An  analysis  has  been  made  of  data  taken  from  the  accounts  and  operation 
statistics,  in  certain  matters  for  the  Ave  years  ended  June  80,  1917,  and  in  cer- 
tain other  matters  for  the  three  years  ended  June  80,  1917.  These  data,  for  the 
most  part,  were  supplied  by  the  carrier,  but  in  a  small  part  were  taken  from 
its  annual  reports  to  the  commission  for  the  years  specified. 

Material  and  supplies. — An  analysis  of  the  material  and  supplies  on  hand 
during  the  five  years  above  designated,  based  on  monthly  balances  in  balance 
sheet  account  710,  as  defined  in  the  commission's  current  prescribed  classifica- 
tion, and  certain  other  information  on  the  amount  of  material  and  supplies 


used,  shows  the  following: 

Average  annual  operating  expenses  $67,382 

Average  monthly  balance  material  and  supplies   5.124 

Deductions  for — 

Scrap  and  obsolete  material   -    512 

Use  of  stock  to  supply  others    1,463 

Use  of  stock  for  additions  and  betterments   198 

Usable  stock  carried  for  own  operations   2.  771 

Percentage  of  annual  operating  expenses  4. 11 

Number  of  average  month's  supply     2.45 
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Annual  operating  expenses  as  of  date  of  valuation,  according  to  trend 
of  actual  operating  expenses  during  preceding  five  years  $68,  656 

Material  and  supplies  as  of  date  of  valuation  proportionate  to  the 
nnnual  operating  expenses  as  of  that  date,  according  to  actual  expe- 
rience during  the  preceding  five  years   2, 822 

Percentage  usable  stock  is  of  average  annual  issues  from  stock  for 
operation,  repairs,  and  maintenance  84.22 

Annual  issues  from  stock  for  operation,  repairs,  and  maintenance  as 
of  date  of  valuation,  according  to  trend  of  actual  issues  for  pre- 
ceding five  years     2, 069 

Material  and  supplies  as  of  date  of  valuation  proportionate  to  annual 
issues  as  of  that  date,  according  to  actual  experience  during  the 
preceding  five  years   2,  500 

The  average  monthly  balance  of  material  and  supplies  on  hand  without  any 
of  the  deductions  indicated  in  the  above  table  was  18.81  per  cent  of  the  oper- 
ating expenses  for  the  year  ended  June  30,  1013;  16.18  per  cent  for  the  year 
ended  June  30,  1914 ;  0.55  per  cent  for  the  year  ended  June  80.  1015 ;  14.52  per 
cent  for  the  year  ended  June  80,  1016;  and  16.41  per  cent  for  the  year  ended 
June  80,  1917. 

Cash  on  hand. — The  analysis  of  cash  on  hand  during  the  five  years  above 
designated,  based  on  monthly  balances  in  balance  sheet  account  708  and  other 
current  asset  and  liability  accounts,  as  defined  in  the  commission's  prescribed 
classification,  shows  the  following: 

Average  annual  operating  expenses — %  $67,382 

Average  monthly  balance  cash  on  hand   2.429 

Net  deduction  for  cash  required  for  nonoperatiug  demands   103 

Cash  actually  or  Imminently  on  hand  available  for  operations  and 

additions  and  betterments  --     2.236 

Other  deductions: 

Part  proportionate  to  cash  used  for  additions  and  betterments   53 

Part  available  but  not  necessarily  all  used,  for  operating  purposes.     2. 183 

Percentage  of  average  annual  operating  expenses   8. 24 

Percentage  of  average  monthly  operating  expenses  38.88 

The  lnconcluslveness  of  the  amount  of  cash  on  hand  as  an  index  of  the 
Investment  in  cash  working  capital  has  been  already  stated. 

Cash  working  capital.— The  receipts  of  cash  arising  in  connection  with  the 
performance  of  common-carrier  service  reached  the  treasury,  on  the  average, 
in  advance  of  the  due  dates  of  payments  of  cash  arising  in  connection  with  the 
same  service.  The  current  receipts  of  cash  applicable  to  these  outlays,  omit- 
ting current  receipts  applicable  to  Interest,  dividends,  and  all  other  corporate 
disbursements  than  those  connected  with  performance  of  common-carrier  serv- 
ice, that  were  actually  in  hand  by  the  time  the  payments  fell  due,  exceeded  the 
payments  actually  due  by  an  amount  averaging  from  day  to  day  about  $3,018 
during  the  three  years  ended  June  30,  1917.  The  amount  just  given  is  equal 
to  about  48.15  per  cent  of  the  average  monthly  payments,  including  taxes.  This 
percentage  measures  the  average  margin  of  safety  by  which  cumulated  receipts 
of  cash  from  day  to  day  applicable  to  operating  outlays  and  taxes  covered  the 
cumulated  payments  for  those  purposes  due  from  day  to  day.  While  the  above 
amount  represents  the  average  excess  from  day  to  day  of  receipts  applicable  to 
payments  due,  the  actual  condition  on  different  days  varied  above  or  below  this 
average.  Excepting  the  payments  for  taxes,  the  receipts  of  cash  and  the  pay- 
ments of  cash  in  connection  with  common-carrier  service  run  in  cycles  of 
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month  or  less,  so  that  the  relation  between  receipts  and  payments  repeats 
Itself  each  month  in  much  the  same  manner.  The  variations  from  day  to  day 
above  or  below  the  average  Just  stated  reached  in  the  variations  downward  a 
lowest  point  at  about  the  same  time  each  month.  The  average  of  these  maxi- 
mum downward  variations  each  month  for  the  three  years  ended  June  30,  1917, 
was  still  an  excess  of  receipts  over  payments  due  equal  to  about  $59,  or  about 
1.05  per  cent  of  the  average  monthly  payments.  This  percentage  measures  the 
average  from  month  to  month  of  the  lowest  degree  at  any  time  each  month  by 
which  the  receipts  of  cash  applicable  to  operating  payments  and  taxes  exceeded 
such  payments  dne.  This  fact,  from  the  carrier's  experience  for  the  three 
years  preceding  date  of  valuation,  considered  in  connection  with  any  probable 
variation  from  month  to  month  from  the  average  of  the  most  unfavorable  rela- 
tion each  month  between  the  time  when  receipts  are  in  hand  and  the  time  when 
payments  fall  due,  affords  a  basis  for  a  conclusion  as  to  how  much  cash,  if  any, 
was  used  from  other  sources  than  receipts  from  common -carrier  service  in  order 
to  meet  all  of  the  above  payments  when  due  and  provide  a  safe  margin  of  cash 
on  hand  even  at  the  times  of  peak  demands  for  cash.  The  probable  variation 
from  month  to  month  in  the  relation  of  cash  receipts  to  payments  due  depends 
upon  the  stability  of  the  customs  or  practices  under  which  collections  for 
service  performed  are  received  and  of  those  under  which  the  payments  in  con- 
nection with  such  service  ure  made.  Under  the  customs  prevailing  during  the 
three  years  ended  on  date  of  valuation  the  distribution  of  receipts  and  payments 
over  the  month  during  the  three  years  preceding  that  date  was  as  follows : 
The  receipts  in  connection  with  common-carrier  service  came  to  hand  as — 


Weekly,  but  not  necessarily  on  same  day  of  month   2. 30  per  cent 

On  or  about  the  30th  day  of  the  month   9.  73  per  cent 

On  or  about  the  16th  day  of  the  month   87. 97  per  cent. 

Total   100. 00  per  cent 

The  payments  In  connection  with  the  same  common-carrier  service  performed 
were  made — 

From  day  to  day   18. 05  per  cent. 

Weekly,  but  not  necessarily  on  same  day  of  month   28. 25  per  cent 

On  or  about  the  4th  day  of  the  month   42. 12  per  cent. 

Irregularly  for  taxes   11.58  per  cent 

Total     100. 00  per  cent 


On  the  last  day  of  each  month,  as  of  which  the  monthly  balances  of  cash  on 
hand  are  taken,  the  excess  of  receipts  over  payments  due  averaged  from  month 
to  month  during  the  three  years  ended  June  30,  1917,  about  $4,157.  That  is, 
of  the  average  balance  of  cash  on  hand  during  these  three  years,  about  $4,157 
represented  excess  of  receipts  over  payments  due.  The  operating  expenses  and 
taxes  during  the  live  years  ended  June  30,  1917,  averaged  $75,882,  but  they 
had  an  upward  trend  which  reached  an  annual  rate  on  date  of  valuation  of 
about  $77,884.  The  operating  expenses  and  taxes,  during  the  three  years  ended 
June  30,  1917,  averaged  $75,585.  Compared  with  the  annual  rate  of  operating 
expenses  and  taxes  as  of  date  of  valuation,  noted  in  the  preceding  paragraph, 
the  latter  was  about  103.04  per  cent  of  the  average  amount  for  these  three  years. 
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Valuation  Docket  No.  476 
ATLANTIC  AND  WESTERN  RAILROAD  COMPANY 


Submitted  November  16,  1925.    Decided  September  11,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Atlantic  and 
Western  Railroad  Company,  owned  and  used  for  common-carrier  purposes 
found  to  be  $241,720,  as  of  June  30,  1917. 

Harleigh  H.  Hartman  for  Atlantic  and  Western  Railroad 
Company. 

Report  of  the  Commission 
Division  1,  Commissioners  Meter,  Attchison,  and  Lewis 
By  Division  1: 

A  tentative  valuation  as  of  June  30,  1917,  of  the  property  of  the 
Atlantic  and  Western  Railroad  Company,  hereinafter  called  the 
carrier,  was  completed  and  notice  thereof  given  to  the  carrier  and 
other  interested  parties  on  April  29,  1925.  The  carrier  filed  a  pro 
test  within  the  statutory  period  and  hearing  thereon  has  been  had. 

On  date  of  valuation,  the  carrier  owned  and  operated  a  single- 
track  standard-gauge  steam  railroad,  extending  from  Sanford  to 
Lillington,  N.  C,  a  distance  of  24.052  miles.  It  also  owned  2.809 
miles  of  yard  tracks  and  sidings. 

The  carrier  protests  that  our  tentative  value  of  its  property, 
$238,720,  has  been  arbitrarily  determined  and  is  much  less  than  the 
true  value,  which  it  contends  is  not  less  than  $350,000.  It  protests 
further  that  the  valuation  is  not  the  valuation  required  by  the  inter- 
state commerce  act,  by  reason  of  erroneous  rules,  methods,  and 
principles  employed  in  its  preparation  and  alleged  errors  and 
omissions  in  our  report  of  the  facts.  Most  of  the  general  objec- 
tions set  out  in  the  protest  have  been  considered  and  disposed  of  in 
former  decided  cases  and  require  no  further  consideration  here, 
We  will  consider  herein  only  those  matters  protested  which  were  the 
subject  of  discussion  at  the  hearing. 

Locomotives  and  passenger-train  cars. — The  carrier  contends  that 
we  have  failed  to  include  in  our  inventory  of  its  property  one  steam 
locomotive  and  one  passenger-train  car  which  it  alleges  were  in 
service  on  valuation  date.  The  witness  testified  that  the  locomotive 
was  purchased  secondhand  in  1909  and  was  being  used  on  valuation 
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date.  He  also  testified  that  the  car  alleged  to  have  been  omitted 
was  in  service  as  a  passenger  coach  on  valuation  date,  but  on  the 
date  of  our  inventory  in  1919  subsequent  to  valuation  date  was  being 
converted  into  a  work  car  to  be  used  in  wrecking  service.  We  find 
that  these  two  items  of  equipment  were  improperly  omitted.  The 
tentative  report  will  be  modified  to  include  the  locomotive  at  costs 
of  reproduction  new  and  less  depreciation  of  $2,390  and  $2,130,  re- 
spectively, and  the  passenger  car  at  $1,500  and  $801,  respectively. 

Accounting  and  land  reports. — At  the  time  our  tentative  report 
was  completed  the  carrier  had  not  complied  with  our  valuation 
orders  Nos.  7  and  8,  requiring  detailed  information  concerning  the 
cost  of  its  lands,  machinery,  and  equipment  and  the  extent  of  aids, 
gifts,  grants,  or  donations.  This  information  was  received  shortly 
prior  to  the  hearing.  At  the  hearing  one  of  our  accountants  sub- 
mitted a  revision  of  the  accounting  report  corrected  to  include  the 
information  that  was  lacking  in  the  original  report.  The  correc- 
tions will  be  included  in  the  order  herein.  A  review  of  the  infor- 
mation furnished  by  the  carrier  develops  that  certain  parcels  of 
land  should  be  classified  as  aids.  These  parcels  aggregate  138.62 
acres,  with  a  value  of  $15,084.40.  The  land  report  will  be  revised 
accordingly. 

FIN  AJL  VALUE 

The  carrier's  books  record  an  investment  in  road  and  equipment, 
including  land,  on  date  of  valuation  as  $629,723.59,  of  which 
$561,969.92  represents  outlays  consisting  of  considerations  other  than 
money.  The  cost  of  reproduction  new  of  the  carrier's  property, 
exclusive  of  land,  we  find  to  be  $245,520,  and  cost  of  reproduction 
less  depreciation,  $200,646.  The  original  cost  to  date  can  not  be 
ascertained.  The  value  of  the  lands  wholly  owned  and  used  by  the 
carrier  we  find  to  be  $28,296.90. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to 
later  dates,  in  accordance  with  the  requirements  of  the  valuation 
act,  the  final  value  herein  reported. 

We  find  that  the  value  for  rate-making  purposes  of  the  property 
owned  and  used  by  the  carrier  for  common-carrier  purposes,  includ- 
ing $3,720  for  working  capital,  is  $241,720.  An  order  will  be  entered 
in  accordance  with  our  finding. 
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Order 

Entered  September  17, 1926 

This  case  having  been  duly  heard  and  submitted  by  the  parties 
and  full  investigation  of  the  matters  and  things  involved  having 
been  had,  and  said  division  having,  on  the  date  hereof,  made  and 
filed  a  report  containing  its  conclusions,  which  report  is  hereby 
referred  to  and  made  a  part  hereof : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Atlantic  and  Western 
Railroad  Company  as  of  June  30,  1917 : 

Location  and  general  description  of  property. — The  railroad  of 
the  Atlantic  and  Western  Railroad  Company,  hereinafter  called  the 
carrier,  consists  of  24.052  miles  of  single-track  standard-gauge  steam 
railroad  extending  from  Sanford  to  Lillington,  N.  C.  In  addition 
to  the  above  main-track  mileage  it  owns  2.809  miles  of  yard  tracks 
and  sidings.  Its  road  thus  embraces  26.861  miles  of  all  tracks. 

Capitalization. — The  carrier  has  outstanding,  on  date  of  valuation, 
a  total  par  value  of  $606,000  in  stocks  and  long-term  debt,  of  which 
$303,000  represents  common  stock  and  $303,000  funded  debt. 

Results  of  corporate  operations. — For  the  period  from  October  1, 
1903,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  64.1  per  cent  of  the  railway  operating  revenues.  During 
the  period  of  10  years  preceding  date  of  valuation,  cash  dividends 
have  been  declared  in  1909,  1910,  and  1911,  averaging  for  the  entire 
period  four- tenths  of  1  per  cent  per  annum  on  the  average  capital 
stock  outstanding. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  determined,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  regarding  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the  books 
of  the  carrier  as  $029,723.59,  detailed  in  Appendix  2,  of  which 
$561,969.92  represents  outlays  that  consist  of  considerations  other 
than  money,  the  cash  value  of  which  at  the  time  of  the  transaction 
is  not  known  and  can  not  be  determined,  as  it  is  not  shown  in  the 
records. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
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depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  owned  and  used  by  the  carrier  are  $245,520 
and  $200,646,  respectively.  These  amounts,  classified  in  conformity 
with  the  classification  of  expenditures  for  road  and  equipment  as 
prescribed  by  us,  are  shown  in  the  summary  sheet,  which  is  a  part  of 
Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  248.71  acres  of  lands.  The  total 
original  cost  of  lands  owned  and  used  by  it  for  carrier  purposes  can 
not  be  ascertained,  as  the  necessary  records  are  not  obtainable.  Data 
obtained  on  their  original  cost  will  be  found  in  Appendix  2.  The 
present  value  of  the  248.71  acres  of  carrier  lands  owned  and  used  is 
found  to  be  $28,296.90. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  and  holds  cash  on  hand  and  material  and 
supplies  in  the  amount  of  $6,633.  Of  this  amount,  $3,720  is  neces- 
sary for  its  use  as  working  capital  and  that  sum  is,  therefore, 
included  in  the  final  value  stated  elsewhere  in  this  report.  The 
remainder,  $2,913,  is  owned  and  held  by  the  carrier  for  noncarrier 
purposes. 

Aid 8,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  land 3 
owned  and  used  by  the  carrier,  138.62  acres,  with  a  present  value  of 
$15,084.40,  have  been  classified  by  us  as  apparent  aids.  The  records 
indicate  that  these  lands  were  conveyed  by  deeds  reciting  nominal 
considerations  only.  We  are  not  able  to  report  the  value  of  these 
lands  at  the  time  acquired. 

Material  and  supplies. — The  book  value  of  material  and  supplies 
on  hand  on  date  of  valuation  is  shown  in  the  records  of  the  carrier  as 
$4,761.78. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  here  reported,  the  value,  for  rate-mnking  pur- 
poses, of  the  property  of  the  carrier,  owned  and  used,  devoted  to 
common-carrier  purposes,  is  found  to  be  $241,720.  The  sum  of 
$3,720  is  included  in  the  value  above  stated  as  wholly  owned  and 
used  on  account  of  working  capital,  including  material  and  supplies. 
No  other  values  or  elements  of  value  to  which  specific  sums  can  now 
be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Appen- 
dixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation,  above  set  forth,  in 

U6 1.  CO. 


Digitized  by  Google 


318  INTERSTATE  COMMERCE  COMMISSION  REPORT8 


conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  present  corporation;  moneys  received  by 
reason  of  issues  of  stocks,  bonds,  and  other  securities,  together  with 
the  syndicating,  banking,  and  other  financial  arrangements  attend- 
ing their  issue;  the  net  and  gross  earnings;  a  statement  of  the  ex- 
penditures of  moneys  accompanied  by  a  statement  of  the  purposes 
thereof;  the  development  of  fixed  physical  property;  investment  in 
road  and  equipment ;  the  cost  of  lands,  rights  of  way,  and  terminals ; 
the  general  balance  sheet  statement;  and  other  pertinent  informa- 
tion. Appendix  3  is  a  statement  of  the  method  for  determining 
working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  difference 
between  the  various  cost  values  reported. 

The  accounting,  engineering  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  operates, 
give  the  details  respecting  the  figures  here  reported  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  in- 
spection, and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 
stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connections  with  lines  of  other  carriers  for  interchange 
of  traffic  as  follows : 

At  Sanford,  N.  C,  with  Atlantic  Coast  Line  Railroad  Company. 
At  Sanford,  N.  C,  with  Seaboard  Air  Line  Railway  Company. 
At  Llllington,  N.  C,  with  Norfolk  Southern  Railroad  Company. 

PHYSICAL  CONDITIONS  AFFECTINQ  CONSTRUCTION 

The  country  traversed  by  this  road  is  very  hilly,  some  grades  are  above  3  per 
cent,  and  curves  above  12*.   The  soil  is  sandy  loam  and  red  clay. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  principal  products  of  the  region  traversed  are  those  of  the  farm  and 
forest. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  very  light,  averaging  about  7,640  cubic  yards  per  mile,  of 
which  about  2  per  cent  is  loose  rock  and  1  per  cent  solid  rock.   The  main  line 
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is  laid  mostly  with  re-lay 
The  road  is  unballasted. 


56-pound  rail.    There  is 


new  40-pound  rail. 


The  carrier  owns  and  uses  the  following  equipment:  Four  steam  locomotives 
(secondhand),  three  box  freight-train  cars,  one  combination  passenger  and  bag- 
gage car  (secondhand),  two  passenger-train  coaches  (secondhand). 

ZNOIPTBEBINO   A5D   GENERAL  EXPENDITURES 


ig  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per  cent 
open  the  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  con- 
struction  has  beeu  estimated  for  one-half  the  construction  period  of  10  months 
plus  3  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts,  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  3  months  at  6  per  cent  per  annum. 


SUMMARY 


The  carrier's  portions  of  jointly  owned  minor  facilities  are  included  in  the 
reproduction  costs  shown  below  for  property  wholly  owned. 

Wholly  owned  and  used 


Cost  of 

Cost  of 

reproduc- 

reproduc- 

tion loss 

tion  nrw 

de  prccia- 

$8,231 

$8,231 

53,  1H4 

53,  W 

1,744 

1,287 

20,  429 

14,715 

00,  :>29 

55,359 

8,  70S 

fl,04fi 

24,731 

10,043 

ia 

10 

722 

469 

14.  437 

10,287 

220 

157 

1. '-?]«; 

933 

304 

171 

6.775 

4,  762 

2,085 

1.&33 

84 

80 

749 

515 

no 

55 

1.739 

1.  448 

214,017 

178,  470 

13,820 

(4,  4W 

594 

5*4 

4,  W0 

3,033 

19.314 

12, 12(1 

3,210 

2,061 

S.079 

7, 38C 

12.  1S9 

10,050 

) 

3 
ft 
8 
9 

10 
12 
].• 
V 
•'. 
17 
18 
9 
20 


Engineering 

Grading  

Bridges,  trestles,  and  culverts  

Ralls     

Otber  track  material  

Tracklavlng  and  surfacing  

Right-of-way  fences 
Crossings  and  signs 
Station  and  office  ' 
Roadway  buildin 

Water  stations   

Fuel  stations  

Shops  and  engine  houses. 
Telegraph  and  tele]  * 
Power-distribution 
Roadway  machi 

Roadway  s  maJUools  

Shop 


— 


 — -  *  —  -  -  -  - 


Total.  1.  and  3  to  47,  inclusive  

I!.  EQUIPMENT 


51 

a 


71 
73 
73 
74 
75 
77 
7fl 


r-train  cars.. 


Orgarjf 
Qeneral  < 
Low. 

Stationery  i 

Taxes  

Otber  expenditures,  general.. . 
Interest  during  construction . . 


Total,  71  to  77,  inclusive  

Grand  total,  1,  and  3  to  77,  inclusive. 


^4,f>.  520 


200,  64fl 
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APPENDIX  2 


The  carrier  Is  a  corporation  of  the  State  of  North  Carolina,  having  its  prin- 
cipal office  at  Sanford,  N.  C.  The  records  reviewed  do  not  indicate  that  it  is 
controlled  by  any  individual  or  corporation.  On  the  other  hand,  the  records 
do  not  indicate  that  this  company,  itself,  controls  any  other  carrier  corpora- 
tions. The  property  of  the  carrier  has  always  been  operated  by  its  own 
organization. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  March  7,  1889,  under  the  general  laws  of  the 
State  of  North  Carolina  for  the  purpose  of  constructing  a  railroad  from  Sanford 
to  Goldsboro,  N.  C,  a  distance  of  about  70  miles. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  mileage  owned  by  the  carrier,  24.052  miles,  was  all  acquired  by  con- 
struction. The  years  when  the  various  portions  of  the  line  were  constructed 
are  indicated  in  the  following  statement 


Sanford  to  Broadway,  N.  O.,  March,  1903,  to  Oct.  1.  1903  

Broadway  to  LiMngton,  N.  C,  April,  1912,  to  April,  1913  

Total  

Difference  between  total  recorded  mileage  and  mileage  inventoried  as  of  date  of  valuation  

i  inventoried  as  of  date  of  valuation.  


Recorded 


24 


052 


24.052 


The  road  from  Sanford  to  Broadway,  N.  C,  was  constructed  by  the  forces 
of  the  carrier.  On  April  30,  1012,  this  company  contracted  with  the  Lemore 
Construction  Company  for  the  construction  of  its  road  from  Broadway  to 
Lillington,  N.  C,  and  for  certain  improvement  to  be  made  on  the  then  exist- 
ing road  between  Sanford  and  Broadway.  N.  C. 

HISTORY   OF  CORPORATE  FIJTANCIMJ 

Syndicating,  banking,  and  other  financial  arrangement*. — The  records  of 
the  carrier  do  not  Indicate  that  any  syndicating  arrangements  were  made  in 
connection  with  the  issuance  of  its  securities.  The  conditions  under  which 
and  the  considerations  for  which  the  carrier  issued  its  securities  are  described 
in  detail  in  the  paragraphs  of  this  section  devoted  to  capital  stock,  long-term 
debt,  and  other  obligations. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation,  March 
7,  1880,  to  date  of  valuation  the  carrier  has  Issued  capital  stock  and  funded 
debt,  as  shown  by  its  records,  aggregating  $764,000.  of  which  $(506,000  are 
actually  outstanding,  as  summarized  in  the  following  table : 


Retired 

Actually 
outJtandlng 

1332,000 
432,000 

$29,000 
US,  000 

1303.000 
303,000 

7*4,000 

148,000 

006,000 
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Capital  stock—  The  authorized  capital  stock  of  the  carrier  is  $1,500,000  par 
value,  divided  into  shares  of  $100  each,  all  of  which  is  classed  as  common 

SlOCK. 

The  carrier  issued  and  retired  capital  stock  in  exchange  for  the  following 
recorded  considerations: 


Consideration 

Recorded 
value 

Tar  value 

Issued: 

$29, 750  00 
2. 623.  30 
240.  600  00 
20,  Mfi.  38 
510.  32 

300,000.00 

$29, 750  00 
2.  (123.30 
246, 000.  00 
20.516-38 
MO.  32 

300,  000.  00 

3,000.00 
29,000. 00 

332,000.00 

29,000.00 

303,000.00 

Total  issued  for  considerations    

To  the  purchasers  0f  $3,000  of  first .mortgage  bonds,  dated  May  1,  1912,  a*  a 
bonus. ._  

Total  Issued  to  treasury  

:::::::::::: 

Of  the  par  value  of  capital  stock  Issued  as  a  bonus  to  the  purchasers  of 
$3,000  of  first-mortgage  bonds,  $2,100  was  charged  to  discount  on  capital-stock 
account,  but  the  disposition  made  of  the  remaining  $900  was  not  ascertained. 

Funded  debt.— The  carrier  has  issued  and  reacquired  funded  debt  in  exchange 
for  the  following  recorded  considerations : 


1 

Consideration 

Recorded 
value 

Tar  value 

Issued: 

Funded  debt  retired  at  par  value  

$4,250 

98.000 
200,000 
100.000 

$5,000 
98,000 
200,000 
100,000 

403.000 
20.000 

432,000 

100,000 
29,000 
303,000 

100,000 

The  difference  between  the  par  value  of  funded  debt  issued  and  the  consid- 
erations recorded  as  received  in  exchange  therefor,  being  discounts  aggregating 
$750,  was  adjusted  by  charges  to  discount  on  funded-debt  account. 

Short-term  notes. — The  carrier  Issued  short-term  notes  of  $06,501.60  par  value, 
exclusive  of  renewals,  to  date  of  valuation,  of  which  $46,920.60  has  been  retired, 
leaving  $10,575  outstanding  on  date  of  valuation.  The  considerations  recorded 
as  passed  in  connection  with  the  issuance  of  these  notes  and  the  reacqulrements 
thereof  are  detailed  in  the  statement  following. 

lie  i.  cc. 


Digitized  by  Google 


322  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


Recorded 
value 

Pat  vftliiA 

Issu  d 

$40. 275.  36 
14, 746.  62 
1 1,  470.  02 

$40,  27 S.  36 
14, 746.  62 
11,  470.82 

Equipment  and  materials  charged  to  investment  in  road  and  equipment  

66,  501.  60 

66.  501.  60 

Reacquired  and  retired: 

26,410.22 

28,4ia22 

20,  516.  38 

4fi.       GO       46, 926.  60 

 1  19,575.00 

RESULTS    OF    CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  proflt-and- 
lo8s  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  October  1,  1903,  to  date 
of  valuation,  follows. 


Operating  income: 

Railway  operating  revenues  

Railway  operating  expenses  


Net  revenue  from  railway  operations- 
Railway  tax  accruals  


Deductions  from  gross  income: 

Hire  of  equipment  

Interest  on  funded  debt. ... 
Interest  on  unfunded  debt. 


Total. 


Net  income. 
Net  deficit.. 


$43, 165.  32 
30.  343.  30 


12,821.93 
1.260.00 


11.661.03 


4,304.62 
15,  150  00 


10,  454.  62 


Disposition  of  net  income: 

Income  credit  balance  transferred  to  profit  and  loss.. 
.  debit  balance  transferred  to  ] 


7,802.69 


$334,  163,80 
214 187. 47 

120, 128.33 
6,475.66 


113,  550.68 


21.  57tt  62 
76.591.33 
1, 875. 12 


100, 036.  07 


13,613.71 


13,613.71 


An  examination  showed  that  certain  income  items  recorded  in  the  profit  and 
loss  account  would  be  includible  in  the  income  statement  for  the  period.  These 
items,  grouped  according  to  their  effect  on  the  income  for  the  period,  are  as 
follows : 

Additions  to  income,  transferable  from  delayed-income  credits,  add- 
able  to  railway  operating  revenues     $10.61 

Deductions  from  income,  transferable  from  delayed-income  debits: 

Add  able  to  railway  operating  expenses   143. 39 

Addable  to  interest  on  funded  debt   549. 11 

Total   692.  50 

Net  deduction  from  Income   672.  89 
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If  the  income  accounts  of  the  carrier  were  adjusted  to  the  extent  Indicated 
above,  and  if  the  other  items  therein  were  taken  at  their  recorded  amounts, 
the  credit  balance  transferable  to  profit  and  loss  would  be  decreased  by 
$672.89,  or  to  $12,840.82. 

Profit  and  lass  statement.— A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  October  1,  1903,  to  date  of  valuation  follows. 


Credits: 

Net  credit  balance  transferred  from  Income  $13,513.71 

Delayed-income  credits,  railway  operating  revenues   19.61 

Miscellaneous  credits   240.00 


Debits : 

Dividend  appropriations  of  surplus   6,007.50 

Surplus  appropriated  for  investment  in  physical  property   12, 155.  83 

Loss  on  retired  road  and  equipment   3, 150. 00 

Delayed-income  debits: 

Railway  operating  expenses  $143.39 

Interest  on  funded  debt   549,11 

  692.50 

Miscellaneous  debits     49.28 


Total     -   22.055.11 


Debit  balance  on  date  of  valuation   8,281.79 


Dividends. — The  carrier  has  declared  dividends  aggregating  $6,007.50  during 
the  period  1909  to  1911,  all  of  which  have  been  charged  to  the  profit  and  loss 
account.  The  records  reviewed  do  not  indicate  that  any  of  the  dividends 
declared  were  payable  otherwise  than  in  cash.  The  dividends  declared  have 
been  at  the  rates  per  annum  noted  below. 

Per  cent 

Tear  1909  3. 50 

Year  1910    4. 50 

Year  1011  3. 25 


INVE8TMK*T  IN  BOAD  AND  EQUIPMENT 


The  Investment  of  the  carrier  in  road  and  equipment,  Including  land,  on 
date  of  valuation  is  stated  in  its  books  as  $629,723.59,  inseparable  between 
construction  and  additions  and  betterments,  of  which  the  following  is  a 
general  analysis: 


Recorded  money  outlay  

Capital  stock  issued  at  par  value: 

To  contractor  

For  equipment  

Funded  debt  issued  at  par  value: 

To  contractor  

For  services  

Short-term  notes  issued  at  par  value_ 


  $67,753.67 

  246,600.00 

  2, 623. 30 

  200, 000. 00 

  98, 000.  00 

  14,  746.  62 


Total  recorded  as  of  date  of  valuation   629, 723. 59 

116  I.  CO. 


Digitized  by  Google 


324  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


This  amount  includes  outlays  that  consist  of  considerations  other  than  cash 
recorded  at  $501,969.92,  the  cash  value  of  which  at  the  time  of  the  transaction 
is  not  known  and  can  not  be  definitely  determined.  The  balance  in  the  road 
and  equipment  investment  account,  so  far  as  it  Is  resolvable  into  the  kinds 
of  considerations,  would  comprise  the  following  classes  of  recorded  outlay: 

Recorded  money  outlay     $67,753.67 

Capital  stock  Issued  at  par  value     249, 223. 30 

Funded  debt  issued  at  par  value   298,000.00 

Short-term  notes  issued  at  par  value   14, 746. 62 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  The  data  obtained  on  the  outlay  for  creating  and  Improving  such 
property  are  those  recorded  in  the  road  and  equipment  investment  account  of 
the  carrier  and  in  the  records  of  the  Lemore  Construction  Company,  sum- 
marized as  follows  : 

By  the  carrier  for  about  8  miles  of  road  between  Sanford  and 
Broadway,  N.  C,  and  for  additions  and  betterments  to  the  entire 
road : 

Recorded  money  outlay  $07,  753. 67 

Capital  stock  issued  for  equipment  at  par  value   2, 623. 30 

Funded  debt  issued  at  par  value  for  services   98, 000. 00 

Short-term  notes  issued  at  par  value   14, 746. 62 

By  the  Lemore  Construction  Company  for  about  16  miles  of  road 
between  Broadway  and  Lillington,  N.  C,  and  for  improvements 
to  the  road  between  Sanford  and  Broadway,  N.  C,  under  contract 
of  April  30,  1912,  recorded  money  outlay    151, 619. 18 

The  several  classes  of  outlay  by  the  carrier  and  the  Lemore  Construction 
Company  are  summarized  by  classes  as  follows : 

Recorded  money  outlay  $219, 372.  85 

Capital  stock  Issued  at  par  value  for  equipment   2, 623. 30 

Funded  debt  issued  at  par  value  for  services   98,  000. 00 

Short-term  notes  issued  at  par  value   14, 746. 62 

Co»L  of  land. — The  carrier  reports  amounts  aggregating  $10,811.61  as  the 
outlays  by  Itself  In  connection  with  lands  owned  or  used  by  it,  and  that  the 
proceeds  from  the  sale  of  parts  of  parcels  of  such  lands  aggregate  $200.  A 
verification  of  the  amounts  indicates  that  the  reported  outlays  should  be 
reduced  by  $3,037.25,  as  detailed  below : 


Additions,  omitted  lands  coats. 


Deductions: 

Costs  reported  for  lands  acquired  after 

Costa  reported  for  lnnds  excluded  

Estimated  land  and  miscellaneous  costs  

Nominal  considerations  reported  for  lands.. 

Overstatement  of  miscellaneous  costs  

Clerical  errors   


■ .... ...... 


Total  

Net  total  deductions. 


SI! SO.  00 

4M-7S 
63.25 
2.  003  35 
66.00 
1.40 
L» 

3. 187.  25 


The  returns  mnde  by  the  carrier  include  certain  lands  for  which 
nominal  deed  considerations  are  reported.   The  amounts  reported  by  the  car- 
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rler  as  costs  Incurred  by  it  for  the  remaining  la  mis  owned,  after  making  the 
changes  noted  above,  are  made  up  in  part  of  costs  supported  by  accounting 
records  and  in  part  of  substantial  considerations  named  in  deeds,  or  other 
instruments,  which  the  carrier  returned  as  costs,  but  which  are  not  supported 
by  accounting  records.  These  amounts  and  the  proceeds  from  parts  of  parcels 
sold,  both  classified  according  to  the  classification  herein  of  the  lands  to  which 
they  apply,  are  summarized  as  follows : 


Classification 

Costs  imp- 
ported  by 
accounting 
records 

Amounts  not 
supported  by 
accounting 
records 

Lands  classified  as  carrier,  owned  and  used  

200. 00 

$5,367.41 

from  which  should  be  deducted  the  portions,  not  definitely  determinable, 
of  the  above  that  are  assignable  to  parts  of  parcels  sold  for  proceeds  of  

All  of  the  foregoing  lands  are  located  in  the  State  of  North  Carolina. 

Cost  of  machinery  and  equipment— The  carrier  reports  that  it  owns  and 
uses  seven  units  of  equipment,  with  costs  aggregating  $14,552.03.  A  veri- 
fication of  the  returns  of  the  carrier  indicates  that  the  number  of  units  of 
roadway  machines  should  be  increased  by  six  and  that  the  costs  should  be 
reduced  by  $130.42,  as  detailed  below: 


Description 


Additions,  roadway  machines: 

Motor  cars  inventoried  but  not  reported  

inventoried  but  not  reported  

inventoried  but  not  reported. 


Total... 


Deductions: 

Steam  locomotives,  reported  but  not  inventoried.. 
Freight-train  cars,  overstatement  of  costs  reported. 
Work  equipment,  reported  hut  not  Inventoried.... 


Total. 


Net  total  deductions . 


Units 

Amount 

3 

1800  00 

3 

1 

1,897.90 

1 

8 

2,307.90 

1 

2,300.00 

90. 13 

1 

4&  19 

2 

2, 52K.  32 

"  0 

13a  42 


After  making  the  changes  noted  above  and  classifying  the  returns  according 
to  the  classification  herein  of  the  property  to  which  they  apply,  the  revised 
returns  are  summarized  as  follows: 


'i        ,  >*  Classification 

Units 

Costs  sup. 
ported  by 
nccountlng 
ri'nmia 

Machinery: 

3 
3 

$500.00 

wo  oo 

Equipment: 

2 
3 
1 

1 

11.429.  74 

rm.  97 

1.  W7.  W> 

------------ 

J«J^^"  -  - 



7 

13.921.61 
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In  addition  to  the  foregoing  there  has  been  Inventoried  to  the  carrier  certain 
shop  machinery  for  which  the  costs  have  not  been  ascertained. 

AIDS,  OUTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  no  aids,  gifta,  grants,  or  donations  were  received 
by  it.  The  report  of  the  carrier  upon  the  cost  of  its  lands  shows  that  certain 
parcels  were  acquired  by  it  through  deeds  that  recite  merely  nominal  con- 
siderations. Since  the  records  do  not  indicate  that  any  actual  payment  was 
made  in  the  acquisition  of  these  parcels,  they  have  been  herein  designated 
as  apparent  aids. 

MATERIAL  AND  SUPPLIES 

The  Investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
is  stated  In  Its  books  as  $4,761.78. 

GENERAL  BALANCE  SHEET  8TATEMKNT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation. 


is  as  follows : 

ASSETS 

Investments,  investment  In  road  and  equipment  $629,  723.  59 


Current  assets : 

Cash   1,  870. 82 

Net  balance  receivable  from  agents  and  conductors   187. 23 

Miscellaneous  accounts  receivable   278.  92 

Material  and  supplies   4,761.78 


Total      7, 098. 75 


Unadjusted  debits: 

Rents  and  insurance  premiums  paid  in  advance   112. 82 

Discount  on  capital  stock   2,100.00 

Discount  on  funded  debt   750.00 

Other  unadjusted  debits   1, 832.  56 


Total   4.  795.  38 


Grand  total   641,617.72 

LIABILITIES 

Stock,  capital  stock     303.000.00 


Long-term  debt,  funded  debt  unmatured   303.000.00 


Current  liabilities : 

Loans  and  bills  payable   19, 575. 00 

Traffic  and  car-service  balances  payable   2,341.77 

Miscellaneous  accounts  payable   5,089.91 

Interest  matured  unpaid   2,525.00 


Total  .     29,  531.  68 


Unadjusted  credits,  accrued  depreciation,  equipment   2,  212.00 
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Corporate  surplus : 

Additions  to  property  through 
Profit  and  loss,  debit  balance  

Net  total  


and  surplus  


Grand  total. 


$12, 155. 83 
8, 281. 79 

3,874.04 


  641,617.72 


Exhibit 

detail  of  individual  i85ue8  of  funded  debt 


Consideration 


Recorded 
value 


Par  value 


Ftnt-mtrtme  t  per  cent  bon&t,  dated  Jan.  1. 190i,  due  Jan.  I.  19U 


h-siMd: 

Cash.. 


Id  road 


$2,000 
<J»,000 


cent  bonis,  daied  i/o*  1,  l»lt.  due  Man  I,  f95! 
lamed: 

ITnapportloned  part  of  rood  constructed  and  improvements  


Funded  debt  retired  at  par  value. 
Cash  (discount,  $750). 


Total  Issued  for  ci 


100,000 


100.000 


200,000 
100,000 
2. 


30-230 


12,000 
83,  000 


100,000 


100,000 


200,000 
100,000 
3,000 


303,000 
29,000 


APPENDIX  3 


ANALYSIS  OF  METHODS  FOB  DETKBUIN1NO  WORK  I  SO  CAPITAL 

Working  capital  Is  understood  to  Include,  usually,  three  parts :  First,  the  In- 
Yestment  In  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  In  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular  period 
usually  lag  behind  the  expenses  incurred  for  the  service  within  that  particular 
period,  the  amount  of  cash  working  capital  of  this  sort  needed  for  operating 
purposes  is  the  amount  by  which  the  matured  operating  expenses  exceed  that 
part  of  the  accrued  revenues  applicable  to  operating  expenses  which  has  been 
collected,  has  reached  the  treasury,  and  has  become  available  for  paying  bills. 

It  Is  immaterial  whether  this  fund  of  working  capital  Is  provided  by  the 
owners,  or  secured  In  part  on  occasion  through  bank  loans,  or  in  part  by  im- 
pounding that  portion  of  maturing  revenues  which  Is  applicable  as  a  return  on 
the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  In  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met  from 
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maturing  revenues  from  that  service  a  proportion  that  la  equal  to  the  propor- 
tion of  all  accrued  revenues  from  service  within  the  period  that  reaches  the 
treasury  within  that  period.  The  remaining  proportion  of  operating  expenses 
will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet  expenses 
In  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  In  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration  has 
been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and  supplies. 
The  factors  affecting  cash  working  capital  are  as  follows :  The  relative  amount 
of  revenue  from  the  various  classes  of  service ;  the  elapsed  time  from  the  begin- 
ning of  such  service  to  the  receipt  in  the  treasury  of  the  revenues  for  the 
service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty  cars 
to  the  point  of  loading,  the  time  consumed  in  loading,  and  the  time  the  receipts 
are  In  transit  to  the  treasury,  and,  for  freight  with  charges  collected  at  desti- 
nation, in  addition,  the  time  for  movement  under  load,  the  time  consumed  in 
unloading,  and  the  credit  period  for  payment  of  charges ;  the  relative  amount 
of  operating  expenses  for  various  purposes;  and  the  elapsed  time  from  the 
beginning  of  the  accrual  of  such  respective  expenses  to  the  time  when  they 
must  be  paid.  The  factors  in  most  cases  represent  the  experience  of  all  Class  I 
carriers  and  in  a  few  cases  consist  of  specially  assembled  data  from  the  expe- 
rience of  territorially  scattered  carriers  that  represent  over  40  per  cent  of  the 
operating  expenses  of  all  Class  I  carriers.  For  material  and  supplies,  consid- 
eration has  been  given  to  the  average  book  value  of  the  stock  carried  by  all 
Class  I  and  Class  II  carriers  on  June  30  for  the  years  1914-1916,  and  to  the 
fact  that  some  part  of  this  stock  is  held  for  additions  and  betterments  and 
new  construction  and  that  some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  Indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  Including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  Is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  the  commission  apply, 
to  the  difference  between  the  factors  applicable  to  those  roads  and  the  average 
of  factors  applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These 
differences  are  in  respect  to  the  relative  amount  of  revenues  from  passenger 
and  freight  service,  and  the  average  haul  of  freight  and  the  ratio  between 
empty  and  loaded  car  movement  In  their  effect  upon  the  elapsed  time  before 
the  revenues  from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
Is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's 
common-carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  on  band.  In  such  cases,  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  hand. 
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Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  date  of  valuation,  it  Is  found  that 
the  working  capital  used  for  common-currier  purposes  during  that  period 
averaged  11.30  per  cent  of  the  annual  operating  expenses.  Applying  that  per- 
centage to  the  annual  operating  expenses  as  of  date  of  valuation,  determined 
to  be  132,000  according  to  the  trend  of  operating  expenses  during  the  preced- 
ing five  years,  it  is  found  that  the  working  capital  used  for  common-carrier 
purposes  on  date  of  valuation  Is  $3,720. 


Valuation  Docket  No.  588 

COLORADO,  WYOMING  AND  EASTERN  RAILWAY 

COMPANY 


Submitted  September  9,  1925.    Decided  September  IS,  1928 


Final  value  for  rate-making  purposes  of  the  property  of  The  Colorado,  Wyoming 
and  Eastern  Railway  Company,  owned  and  used  for  common-carrier  pur- 
poses, found  to  be  $1,882,785,  as  of  June  30,  1019. 

Report  of  the  Commission 
Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
By  Division  1 : 

The  Colorado,  Wyoming  and  Eastern  Railway  Company,  herein- 
after called  the  carrier,  is  a  corporation  of  the  State  of  Colorado. 
It  owns  and  operates  a  single-track  standard-gauge  steam  railroad, 
extending  from  Laramie,  Wyo.,  to  Coalmont,  Colo.,  a  distance  of 
111.678  miles.   It  also  owns  10.404  miles  of  yard  tracks  and  sidings. 

By  our  order  of  July  17,  1925,  entered  in  this  proceeding,  we 
completed  the  tentative  valuation,  as  of  June  30,  1919,  of  the  prop- 
erty of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties  in  the  manner  and  as  required  by  law. 
A  protest  was  tendered  for  filing  by  the  carrier  but  not  having  been 
received  within  the  statutory  period  it  was  barred  from  consideration 
and  was  therefore  returned. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  value  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  September  IS,  1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the 
property  of  the  above-entitled  carrier,  heretofore  made  by  the  com- 
mission, under  and  in  compliance  with  the  authority  conferred  and 
the  duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce 
act,  was  duly  given  to  said  carrier  and  to  the  Attorney  General  of 
the  United  States,  the  Governor  of  Wyoming,  the  Governor  of 
Colorado,  the  Board  of  Equalization  and  Public  Service  Commis- 
sion of  Wyoming,  and  the  Public  Utilities  Commission  of  Colorado; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  The  Colorado,  Wyoming 
and  Eastern  Railway  Company  as  of  June  30, 1919 : 

Location  and  general  description  of  property. — The  railroad  of 
The  Colorado,  Wyoming  and  Eastern  Railway  Company,  herein- 
after called  the  carrier,  is  a  single-track  standard-gauge  steam  rail- 
road, located  in  Wyoming  and  Colorado.  The  main  line  extends 
from  Laramie,  Wyo.,  to  Coalmont,  Colo.,  a  distance  of  111.678  miles. 
The  carrier  also  owns  10.404  miles  of  yard  tracks  and  sidings.  Its 
road  thus  embraces  122.082  miles  of  all  tracks  owned.  This  mileage 
is  classified  by  States  in  the  trackage  table  in  Appendix  1. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $6,500,500  in  stocks  and 
long-term  debt,  of  which  $2,275,500  represents  common  stock,  $1,835,- 
000  preferred  stock,  and  $2,390,000  funded  debt. 

Results  of  corporate  operations. — For  the  period  from  June  1, 1914, 
to  date  of  valuation,  the  aggregate  railway  operating  expenses  have 
been  63.1  per  cent  of  the  railway  operating  revenues.  The  carrier 
has  not  declared  any  dividends  on  its  capital  stock. 

Original  cost  to  date.— -The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment.— The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation  is  stated 
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in  its  books  as  $6,880,548.55.  With  readjustments  required  by 
our  accounting  examination,  this  amount  would  be  reduced  to 
$6,409,904.84,  of  which  $6,534,631.25,  less  an  undetermined  portion 
thereof  assignable  to  offsetting  items  recorded  at  $345,873.34,  repre- 
sents considerations  other  than  money,  the  cash  value  of  which  at 
the  time  of  the  transaction  we  are  not  able  to  report  because  it  has 
been  impossible  to  obtain  the  information.  There  may  be  included 
in  the  amount  above  stated  some  of  the  cost  of  the  noncarrier  lands 
owned.    Further  information  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common -carrier  property,  other  than  land  and 
material  and  supplies,  wholly  owned  and  used  by  the  carrier,  are  as 
shown  below. 


• 

Classification 

Cost  of 
reproduc- 
tion new 

Cost  of 
reproduo* 
tion  less 
deprecia- 
tion 

Wholly  owned  and  used: 

SttM,  281 
1,220,162 
147,330 

8579,314 

1,  037,  538 
108,400 

Total       

2.  070.  763 

1,720,242 

f 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets  which  are  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  2,200.63  acres  of  land.  The  total  origi- 
nal cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records 
are  not  obtainable,  but  data  on  their  original  cost  will  be  found  in 
Appendix  2.  The  area  and  present  value  of  the  carrier  lands  owned 
and  used  are  as  shown  below. 


Acres 

Present 
value 

In  Colorado  

90S.  00 
1,292.  03 

$14, 500. 78 
39,028.09 

2.2Q0HS3 

53,588.  87 

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  carrier  owns  and  holds  for  noncarrier  purposes  439.23  acres  of 
lands,  all  in  Wyoming.  The  total  original  cost  of  these  lands  can 
not  be  ascertained,  as  the  necessary  records  are  not  obtainable,  but 
data  that  are  obtainable  on  their  original  cost  will  be  found  in 
Appendix  2.   Their  present  value  is  $16,593.43. 
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The  investment  of  the  carrier  in  miscellaneous  physical  property 
on  date  of  valuation  is  stated  in  its  books  as  $35,000,  applying  to 
certain  lands  and  improvements.  It  is  not  known  whether  the 
lands  represented  in  this  amount  are  included  in  the  above  state- 
ment of  noncarrier  lands  owned. 

The  carrier  owns  and  holds  cash  on  hand  and  material  and  sup- 
plies in  the  amount  of  $95,970.  Of  this  amount,  $22,785  is  neces- 
sary for  its  use  as  working  capital  and  that  sum  is  therefore  included 
in  the  final  value  stated  elsewhere  in  this  report.  The  remainder, 
$73,185,  is  owned  and  held  by  the  carrier  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  and  used  by  the  carrier  and  included  in  the  preceding  sum- 
mary of  carrier  lands  owned,  the  following  were  acquired  through 
aids : 


Acres 

Total  

7M.65 
1, 087.  14 

$9, 94tt  41 
fl, 003.  08 

1,791.79 

18.943.4fl 

Certain  of  these  lands  were  reported  as  having  been  granted  by 
the  United  States  and  the  States  of  Colorado  and  Wyoming  or 
donated  by  various  individuals.  Title  to  the  other  lands  included 
above  was  acquired  through  deeds  reciting  merely  nominal  con- 
siderations, or  no  considerations.  We  are  not  able  to  report  the 
value  of  these  lands  at  the  time  acquired.  The  records  do  not  show 
any  moneys  or  other  considerations  received  from  sales  of  any  por- 
tion of  lands  conveyed  as  grants  by  governmental  bodies.  We  are 
not  able  to  report  the  amount  or  value  of  any  concession  or  allow- 
ance in  consideration  of  any  such  grants  by  governmental  bodies. 

Material  and  supplies. — The  book  value  of  the  material  and  sup- 
plies on  hand  on  date  of  valuation  is  shown  in  the  records  of  the 
carrier  as  $18,236.18. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  here  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  wholly  owned  and  used,  devoted 
by  it  to  common-carrier  purposes,  is  found  to  be  $1,882,785.  The 
sum  of  $22,785  is  included  in  the  value  above  stated  on  account  of 
working  capital,  including  material  and  supplies.  No  other  values 
or  elements  of  value  to  which  specific  suras  can  now  be  ascribed  are 
found  to  exist 
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Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  allocation  of  mileage  by  States,  and  the 
classification  of  the  cost  of  reproduction  new  and  cost  of  reproduc- 
tion less  depreciation,  above  set  forth,  in  conformity  with  the  classi- 
fication of  expenditures  for  road  and  equipment  prescribed  by  us. 
Appendix  2  shows  in  detail  the  history  and  organization  of  the 
present  and  predecessor  corporations;  increases  or  decreases  of 
stocks,  bonds,  and  other  securities  incident  to  reorganizations ;  moneys 
and  other  considerations  received  by  reason  of  issues  of  stocks,  bonds, 
and  other  securities,  together  with  the  syndicating,  banking,  and 
other  financial  arrangements  attending  their  issue ;  the  net  and  gross 
earnings;  the  development  of  fixed  physical  property;  investment 
in  road  and  equipment;  the  cost  of  lands,  rights  of  way,  and  termi- 
nals; the  general  balance  sheet  statement;  and  other  pertinent  in- 
formation. Appendix  3  is  a  statement  of  the  method  for  determin- 
ing working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  States  in  which  the  carrier  embraced  in  this  proceeding  is  situ- 
ated, give  the  details  respecting  the  figures  here  reported,  and  are 
on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to  public 
inspection,  and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 
stated. 


APPENDIX  1 

TRACK  MILEAGB 

The  track  mileage  of  the  carrier  la  classified  In  the  following  table : 


Classification 

First 
main 

Yard 
tracks 

slangs 

AD  tracks 

Wholly  owned  and  used: 

MfU$ 

44.601 

87.087 

MiUt 
4.W3 

&.411 

Mttet 
49.  m 

72.468 

ToUL  

111.678 

10.404 

122  082 
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TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connection  with  the  line  of  the  Union  Pacific  Railroad 
Company  at  Laramie,  Wyo. 

PHYSICAL   CONDITIONS   AFFECTING  CONSTRUCTION 

Commencing  at  Laramie,  Wyo.,  the  road  extends  westerly  over  plateau  land 
about  7,200  feet  above  sea  level  from  which  it  descends  into  the  valley  of  the 
Little  Laramie  River,  which  it  follows  for  a  considerable  distance.  It  then 
crosses  the  summit  between  this  river  and  the  North  Fork  of  the  Platte  River, 
and  terminates  at  Coalmont,  Colo.  The  road  in  the  valley  of  the  North  Fork 
of  the  Platte  River  Is  surrounded  by  fairly  level  country.  The  excavated 
material  consists  of  medium-sized  gravel  mixed  with  clay  and  boulders,  and 
the  classified  material  is  disintegrated  granite. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  land  Is  not  well  developed  agriculturally,  but  some  bay  la  grown 
In  the  river  valleys  and  cattle  are  raised  on  the  open  plains.  The  coal  mining 
at  Coalmont,  Colo.,  is  the  principal  industrial  activity. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  averages  about  16,800  cubic  yards  per  mile  and  Is  classified 
70  per  cent  common,  12  per  cent  loose  rock,  and  18  per  cent  solid  rock.  There 
are  26  pile-and-frame  trestles,  aggregating  2,066  feet  in  length.  The  entire 
line  Is  laid  with  new  60-pound  rail  placed  on  pine  crosstles.  Ballast  material 
used  comprises  gravel,  decomposed  granite,  and  cinders.  About  40  miles  of 
the  line  Is  full  earth  surfaced. 

EQUIPMENT 

The  carrier  owns  and  uses  the  following  units  of  equipment :  6  steam  loco- 
motives, 27  freight-train  care,  2  passenger-train  cars,  10  work-train  equipment 

ENOINEERINO   AND   GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  upon  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction 
has  been  estimated  for  one-half  the  construction  period  of  18  months,  plus 
8  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts,  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  3  months  at  6  per  cent  per  annum. 
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Wholly  owned  and  u*ed 


Ae 





Cost  of  re- 
production 


Cost  of  re- 
production 


1 
I 

6 
8 
V 
10 

11 

12 
13 
H 
15 
18 
17 
IS 
10 


37 
38 


71 
72 
73 
74 
76 

n 
n 


i 

3 

e 

8 
9 

10 
11 
13 
13 
14 
15 
10 
17 
18 


At  a  uhole 


i  ROAD 


Engineering   

Grading  

Bridges,  trestles,  and  culverts  . 

Tlai   ...... 

Rafls. 
otber 
Ballast . 





Track  laying  and 
Right-of-way 


Station  and  office 
Roadway  buildings 
W 

Fuel 


Telegraph  and  telephone  lines. 

M  iseellaneous  structures  

Roadway  machines  

Roadway  small  tools..  


$68,759 
686,294 
59,313 
191.301 
371.  DOB 
79.850 
31.  715 
136.  457 
9.051 
11, 351 
1,674 
35,909 
6,945 
36,  213 
9,116 
6,595 
24,141 
3. 327 
s.  «■ 
610 
10,001 


•68,759 
A85, 198 
36,709 
78.298 
US,  BM 

56,310 
25,975 
99. 130 
5,721 
6,446 
1.243 
H  VI 

5.  i:>o 

27.  MW 

6.  837 


1H.0U2 

2.405 
6,783 


7,: 


» 

locomotives. 
Freight-train 
nger-tra 

Total,  51 

Organization  expenses  

General  officers  and  clerks  

Law  

Stationery  and  printing  

Taxes   

Other  expenditures,  genera]   

Interest  during  construction  

Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  inclusive 

In  Colorado 

I.  KOAD 

Engineering  

Grading  

Bridges,  trestles,  and  culverts  

Other  track  material  

Ballast  

Tracklaying  and  surfacing  

Right-of-way  fences  

Snow  and  sand  fences  and  snowsheds..... 

Crossings  and  signs  

Station  and  office  buildings  

Roadway  buildings  

Water  stations  

Telegraph  and  telephone  lines  

Roadway  machines    . 

Roadway  small  tools  

Total,  1,  and  3  to  47,  Inclusive  


1,787,743 


89.538 
21.940 
9.  546 
24, 130 


1.  503.  262 


65,  615 
17.050 
2, 195 
17.037 


145, 153 


101,966 


26,817 
111,051 


22,429 
92.585 


137,  H68 


115,014 


2.  070,  763 


24.  819 
204,411 
18,908 

79.231 
164,891 
31,730 
16, 174 
56. 136 
2,518 
4,  276 
906 
7,650 
2,219 
21,  105 
9.497 
671 
160 


1, 720.  242 


24.  US 
204.365 
11.718 
30. 108 
151.856 
22,749 
13.211 
42. 102 

1,  801 

2,  «0H 
767 


6, 
L 
15. 
\ 


MO 
soy 
770 
205 
344 
80 


116  i.e.  a 


Digitized  by  Google 


336 


INTERSTATE  COMMERCE  COMMISSION 


Wholly  owned  and  used — Continued 

 — —  — 


count 


Cost  of  re- 
production 


Cost  of  re- 
production 
less  dcpre- 
ctat  Ion 


In  Colorado—  Continued 

ID.  GENERAL  EXPENDITURES 


71 

73 
74 

75 
77 
76 


Organization  expenses . 
General  officers  and  ' 

Stall 


Other  expenditures,  general. 
Interest  during  construction. 


Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  Inclusive. 

In  Wyoming 

L  ROAD 


1 

8 
0 
8 
0 
10 
11 
12 
13 
14 
16 
IS 
17 
18 
19 
20 
20 
35 
37 
38 
44 


71 
72 
73 
74 
76 
77 
76 


61 

63 
64 
67 


Engineering  - . 

Grading  

Bridges.  I 

Ties  

Rails  

Other  track  material   

Hallast  

Tracklaylng  and  surfacing  

Right-of-way  fences..    

Snow  and  sand  fences  and  snowylinls  . 

Crossings  and  signs  

Station  and  office  buildings  

Roadway  buildings  

Water  stations   

Fuel  stations    

Shops  and  engine  houses.... .  ........ 

Telegraph  ana  telephone  lines  

Miscellaneous  structures...  

Roadway  machines  

Roadway  small  tools    


Total,  1,  and  3  to  47,  inclusive  

Ol.  GENERAL  EXPENDITURES 


General  officers  and  clerks 


Stationery  and  printing   

Taxes   

Other  expenditures,  general  

Interest  during  construction   


Total,  71  to  7",  Inclusive 
Grand  total,  1,  and  3  to 


Inclusive  

Sot  allocated  to  Statu 

D.  EQUIPMENT 


Steam  locomotives  

Freight-train  cars  


Work  equipment  

Total,  61  to  58,  Inclusive.... 

HI.  GENERAL 

Interest  during  construction.  

Total,  71  to  77,  Inclusive  

Granrl  total,  1,  and  3  to  77.  Inclusive. 


W  r>0 

39,299 


43.1*40 

4X0,  883 
40.405 
112. 070 
207,015 
48,  126 
16,641 
80.  i21 
6,533 
7,075 

28,259 
4,728 

15,  10S 
9,116 
6,595 

14.644 
3,  327 
7.737 
350 

10,001 


$8,034 

32,  filS 


40,  652 


679, 214 


43.940 
480,  S33 
24,991 
48.  190 
179,  138 
33.  V,l 
12.764 
67,028 
3.  920 

3,  m 

4Hrt 
22.  877 

3,341 
12.03U 

6.  M7 

4.  959 
9.SS7 
2,  495 
6.439 

175 
7.262 


1.142,440 

964.700 

17, 137 

14.395 

60,  575 

68.443 

86.  712 

72.838 

1,229,152 

1,037,538 

89,538 
21,940 
9,545 
24,  130 

65,616 
17,059 
2,  195 
17.097 

146.153 

101,966 

2,177 

1.524 

2, 177 

1.  524 

147. 330 

103, 490 
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APPENDIX  2 
INTRODUCTORY 

The  carrier  is  a  corporation  of  the  State  of  Colorado,  having  its  principal 
offices  at  Walden,  Colo.,  and  Laramie,  Wyo.  Although  it  did  not  acquire  title 
to  its  original  property  until  June  4,  1914,  it  commenced  recording  the  results 
of  operations  of  the  property  as  of  June  1,  1914.  The  accounting  data  in  this 
report,  therefore,  for  the  results  of  corporate  operations  cover  the  period  from 
June  1,  1914.  The  carrier  is  controlled  by  a  voting  trust,  consisting  of  Alex- 
ander J.  Hemphill,  Henry  Sanderson,  and  Trowbridge  Calloway,  of  New  York, 
N.  Y.t  trustees.  All  shares  of  stock,  except  directors'  shares,  are  deposited 
under  a  voting-trust  agreement,  which  trust  is  to  continue  until  all  accrued 
interest  on  Income  bonds  has  been  paid  and  current  interest  on  said  bonds  is 
paid  for  two  consecutive  years,  and  for  such  further  period,  not  exceeding  one 
year,  as  the  voting  trustees  deem  advisable.  On  the  other  hand,  the  records 
reviewed  do  not  indicate  that  the  carrier,  itself,  controls  any  other  common- 
carrier  corporations.  The  property  of  the  carrier  has  been  operated  by  its 
own  organisation  during  its  entire  life. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  June  2,  1914,  under  the  general  laws  of  the 
State  of  Colorado,  for  a  period  of  50  years,  for  the  purpose  of  acquiring  the 
property,  rights,  and  franchises  of  the  Laramie,  Hahns  Peak  and  Pacific  Com- 
pany and  of  The  Larimer  and  Routt  County  Railway  Company.  The  date  of 
organisation  was  June  3,  1914.  Pursuant  to  the  above  purposes,  the  carrier 
acquired  at  its  organisation  the  property,  rights,  and  franchises  of  the  two  rail- 
road corporations  named.  The  carrier  itself  and  those  corporations  total  three 
different  corporations  and  comprise  the  line  of  corporate  succession  culminating 
in  the  carrier  as  at  present  constituted.  The  following  chart  shows  the  names 
of  the  corporations,  the  respective  dates  of  incorporation,  and  for  each  prede- 
cessor the  date  of  succession,  the  immediately  succeeding  corporation,  and  the 
manner  of  succession.  Reference  to  each  of  these  corporations  Is  made  in  the 
last  column  by  its  respective  number  shown  in  the  first  column. 


Name 

Incorporation 

1.  The  Colorado.  Wyoming  and 

Eastern  Railway  Company. 

2.  Laramie,  Hahns  Peak  and 

Pacific  Railway  Company. 

8,  The    Larimer   and  Routt 
County  Railway  Company. 

Under  general  laws  of  Colo- 
rado, June  2. 1914. 

Under  general  laws  of  Wyo- 
ming, Feb.  27,  1901. 

Under  general  laws  of  Colo- 
rado, Sept.  16, 1907. 

Bold  at  foreclosure  May  12,  1914,  after 
receivership  begun  June  B,  1912,  and 
reorganised  June  4.  1914,  with  3  as  1. 

Bold  at  foreclosure  May  13,  1914,  after 
rwiversbtp  begun  June  9,  1913,  and 
reorganired  June  4, 1914,  with  2  as  1. 

TCLOP 

The  owned  mileage  of  the  carrier,  amounting  to  111.678  miles,  was  all  ac- 
quired by  purchase  from  John  W.  Dixon,  purchaser  for  the  reorganization 
committee.  The  property  constructed  by  the  two  predecessors,  the  years  when 
the  various  portions  of  the  line  were  constructed,  and  the  manner  in  which 
the  carrier  acquired  the  property  are  indicated  in  the  following  table,  wherein, 
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to  facilitate  comparison  with  the  table  showing  the  corporate  succession,  pre- 
viously given,  the  same  order  of  corporations  is  maintained. 


Recorded 


Acquired  from  the  purchaser  for  the  reonrantzatton  committee: 

From  the  Laramie,  Hahns  Peak  and  Pacific  Railway  Company,  June  4,  1814,  constructed 

by  that  company — 

Laramie  to  Centennial,  Wyo.,  1903-1007  29  77 

Centennial  to  Albany,Wyo.,  1908   9.30 

Albany  to  Fox  Park,  Wyo.,  W08-1W0.   IS,  60 

Fox  Park  to  Colorado-Wyoming  Bute  line,  1910-1911   12.  SO 

From  The  Larimer  and  Routt  County  Railway  Company,  June  4,  1914,  constructed  for 
that  company  by  the  Laramie,  Hahns  Peak  and  Pacific  Hallway  Company,  Colorado- 
Wyoming  Slate  line  to  Coalmont,  Colo.,  1909-1911  


s  between  total  recorded  mileage  and  mileage  inventoried  as  of  date  of  valuation. 
Inventoried  as  of  date  of  valuation    


87.47 


41m 


111.35 

.33 


111.678 


HI8TOBY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangement s.— The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  have  been  made  in 
connection  with  the  issuance  of  the  securities  of  the  carrier.  The  properties 
of  the  Laramie,  Hahns  Peak  and  Pacific  Railway  Company  and  The  Larimer 
and  Routt  County  Railway  Company  were  acquired  under  a  44  Plan  and  Agree- 
ment of  Reorganization,"  dated  February  2,  1014,  entered  into  by  certain 
security  holders  and  certain  holders  of  unsecured  claims  of  the  Laramie,  Hahns 
Peak  and  Pacific  Railway  Company,  and  a  reorganization  committee  consisting 
of  Alexander  J.  Hemphill,  W.  Frederick  Snyder,  Henry  Sanderson,  and  Law- 
rence Barnum,  hereinafter  referred  to  as  the  committee,  which  provided  for 
the  organisation  of  the  carrier  and  the  issuance  of  its  securities  in  the  acquisi- 
tion of  the  properties  above  named  and  for  future  needs.  Participation  under 
the  plan  of  reorganization  by  any  holders  of  securities  or  claims  was  dependent 
on  depositing  their  holdings  with  the  Guaranty  Trust  Company  of  New  York, 
depositary.  John  W.  Dixon,  acting  as  purchaser  for  the  committee,  purchased 
the  properties  of  the  Laramie,  Hahns  Peak  and  Pacific  Railway  Company  and 
The  Larimer  and  Routt  County  Railway  Company  at  foreclosure  sale  and 
conveyed  them  directly  to  the  carrier  on  June  4,  1914.  The  plan  and  agree- 
ment of  reorganization  contemplated  the  issuance  of  securities  by  the  carrier 
of  a  par  value  as  follows : 

Capital  stock,  preferred  $2,000,000 

Capital  stock,  common   2,300,000 

First  and  refunding  mortgage  6  per  cent  gold  bonds   2, 600, 000 

General-mortgage  income  6  per  cent  gold  bonds   1, 000, 000 

Total   8,400,000 

• 

Part  of  these  were  to  be  exchanged  for  the  securities  of  and  claims  against 
the  Laramie,  Hahns  Peak  and  Pacific  Railway  Company  and  The  Larimer  and 
Routt  County  Railway  Company,  as  indicated  below.  The  remainder  were 
reserved  to  be  used  for  other  purposes. 
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Purpose  of  issut 


— 


To  be  exchanged  for  $1,636,000  par  value  first  refunding- 
mortgage  6  per  cent  bonds  of  the  Laramie,  Hahns  Peak 
and  Pacific  Ry.  Co.  outstanding,  on  payment  of  a  cash 
assessment  of  10  per  cent  of  the  bonds  deposited  under  the 
plan  


F& 


frst  and  refunding  mortgage  o  per  cent  gold  bonds  and 
common  stock  of  the  cfirrirr,  were  to  be  issued  equal  In 

par  value  to  amount  of  rash  payments  referred  to  above  

To  be  exchanged  for  $450,000  par  value  collateral -trust  7  per 
cent  notos  of  the  Laramie,  Halms  Pt-ak  and  Pacific  Ry. 
Co.  outstanding,  on  payment  of  a  cash  assessment  of  20 

per  cent  of  the  notes  deposited  under  the  plan  

First  and  refunding  mortgage  6  per  rent  gold  bonds  and 
common  stock  of  the  earner  were  to  be  issued  equal  in 
par  value  to  amount  of  cash  payments  referred  to  above... 
To  be  exchanged  for  $500,000  par  value  general-mortgage  5 
per  cent  bond*  of  the  Laramie,  Hahns  Peak  and  Pacific 
Ry.  Co.  outstanding,  on  payment  of  a  cash  assessment  of 
10  per  cent  of  the  bonds  deposited  under  the  plan 
First  and  refunding  mortgage  8  per  cent  gold  bonds  and 
common  stock  of  the  carrier  were  to  be  issued  equal  In  par 

value  to  amount  of  cash  payments  referred  to  above  

To  be  exchanged  for  $1,000,000  par  value  unsecured  7  per 
cent  notes  of  the  Lanunie.  Hahns  Peak  and  Pacific  Ry. 
Co.  outstanding,  on  payment  of  a  rash  assessment  of  10 

per  cent  of  the  notes  deposited  under  the  plan  

First  and  refunding  mortgage  6  per  cent  gold  bonds  of  the 
carrier  were  to  be  issued  equal  in  par  value  to  amount  of 

cash  payments  referred  to  above  

To  be  exchanged  for  $310,000  par  value  of  claims  of  general 
creditors  of  the  Laramie,  Hahns  Peak  and  Pacific  Ry.  Co. 
on  payment  of  a  cash  assessment  of  10  per  cent  of  the 

claims  deposited  under  the  plan  

and  refunding  mortgage  fl  per  cent  gold  bonds  of  the 
were  to  bo  issued  equal  in  par  value  to  amount  of 

casn  payments  referred  to  above    ... 

To  be  exchanged  for  $100,000  par  value  of  preferred  stock  of 
the  I-aramio,  Hahns  Peak  and  Pacific  Ry.  Co.  outstand- 
ing, on  payment  of  a  cash  assessment  of  16  j*r  cent  of  the 
tiled  under  the  i ' 

.  i  6  per  cent  gold  bonds  of  the 
carrier  were  to  be  issued  equal  in  par  value  to  amount  of 

cash  payments  referred  to  above  

To  be  exchanged  for  $4,000,000  par  value  of  common  stock 
of  the  Laramie,  Hahns  Peak  and  Pacific  Ry.  Co.  out- 
standing, on  payment  of  a  c-.i.sh  assessment  of  1  per  cent 

of  the  stock  deposited  under  the  plan  

First  and  refunding  mortgage  6  per  cent  gold  bonds  of  the 
carrier  were  to  be  issued  equal  in  par  value  to  amount  of 
c&5 1 1  j^tty  i 1 10 u t s  r*ti f c rrO'-i  tonoo^C-  -  -    —     —  -  — 


Total. 


Securities  to  be  issued  therefor 


First  and 
refunding 
mortgage 
0  per  cent 


SIM,  GOO 


WJ.000 


so.  000 


100.000 


61,000 


15,000 


90,000 


WO,  000 


Oeneral- 
mortgaRe 

income  6 


ll.53fl.000 


1,000,  000 


Preferred  Common 
stock  stock 


$900,  COO 


BOO,  ooo 


350.  000 


90.000 


17S.500 


71,1 


%  000,  000 


331.500 


100,000 


24,900 


2,300,000 


Of  the  first  and  refunding  mortgage  6  per  cent  gold  bonds,  $240,000  par  value 
were  to  be  reserved  for  the  retirement  at  maturity  of  first-mortgage  6  per  cent 
gold  bonds  of  the  Laramie.  Hahns  Peak  and  Pacific  Railway  Company  and 
$1,710,000  were  to  be  reserved  for  additions  and  betterments  to  the  property. 
The  plan  contemplated  also  the  assumption  by  the  carrier  of  $240,000  par  value 
of  first-mortgage  6  per  ceat  bold  bonds  of  the  Laramie,  Hahns  Peak  and  Pacific 
Railway  Company  outstanding.  The  plan  indicates  the  cash  requirements  of 
the  reorganization  to  have  been  about  $486,600,  and  that  $550,000  was  to  be 
derived  from  the  cash  assessments  against  the  holders  of  securities  and 
unsecured  claims  and  the  sale  of  certain  securities  remaining  in  the  hands 
of  the  committee.   The  records  reviewed  do  not  indicate  the  transactions  of 
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the  committee.  The  carrier  issued  to  John  W.  Dixon,  for  the  committee.  Its 
securities  at  par  value,  as  follows: 

Capital  stock,  common  $2, 300,  000 

Capital  stock,  preferred   2, 000, 000 

First  and  refunding  mortgage  6  per  cent  gold  bonds   550, 000 

General-mortgage  Income  6  per  cent  gold  bonds   1, 600, 000 

Total     _    6, 460, 000 

It  is  also  assumed  $240,000  par  value  of  first  refunding-mortgage  6  per  cent 
gold  bonds  and  $10,000  par  value  of  office-building  mortgage  of  the  Laramie, 
Hahns  Peak  and  Pacific  Railway  Company.  The  foregoing  securities  issued 
and  assumed,  aggregating  $0,700,000  par  value,  were  charged  by  the  carrier 
to  its  road  and  equipment  investment  account.  The  committee  returned  to 
the  carrier  $24,500  par  value  of  its  common  stock  and  $105,000  par  value  of  its 
preferred  stock,  which  the  carrier  has  held  In  its  treasury  as  unissued.  The 
carrier  also  received  from  the  committee  $2,788.28  cash  and  agreed  to  pay  certain 
debts  of  the  committee  not  to  exceed  that  amount.  The  carrier  has  issued  its 
securities,  assumed  securities  issued  by  others,  and  reacquired  certain  of 
its  securities  under  conditions  and  for  considerations  described  in  detail  in 
the  paragraphs  of  this  section  devoted  to  capital  stock  and  long-term  debt. 

Decrease  of  stocks,  bonds,  or  other  securities  in  the  reorganization  of  1914.— 
The  par  value  of  capital  stock  and  long-term  debt  issued  or  assumed  by  the 
carrier  in  the  reorganization  of  1014  was  $6,296,148.76  less  than  the  par  value 
of  the  actually  outstanding  securities  immediately  prior  thereto,  as  shown  by 
the  tabulation  that  follows. 


Security 

Rat*  of 
interest 

Securities  ac- 
tually out- 
standing prior 
U>  the  reorgan- 
ization exclud- 
ing those  held 

within  tho 
group  of  com- 
panies 

Securities 
actually 
outstanding 
after  the 
reorgani- 
zation 

Block,  capital  slock: 
Common- 

Ptr  cm 

$2,275,500 

Lorain i<',  Halms  Peak  and  Pacific  Railway  Cora  pan  y- 
^^©d— 

The.  carrier..  .....  

Hahns  Peak  and  Pacific  Railway  Company. 


Total.. 


Long-term  debt: 
Funded  debt- 


Refundlng-mortgage  bonds   

Mortgage  Income  bonds  

Laramie,  Hahns  Peak  and  Pacific  Rail  way 

Refundlng-mortgage  bonds  

Mortgage  bonds     

Do  

Omcobulldlng  mortgage   

Collateral -trust  notes   


Total.. 


Receiver's  certificates,  Laramie,  Hahns  Peak  find  Pacific  Rail- 
way Company..    


Grand  total. 


$9.  000,  000. 00 


100  000  00 


1.836,000 


4,110.500 


.'.50.000 


l,53fi,  000.00 
48H,  000.  00 
2*0.  000  00 
10,  000  00 
4X1,000.00  I... 


240.000 


3.  <m  000.  00  |  2.400.000 


20.G4&.76 
12.  80S.  948. 76 


8,510.500 
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The  stock  actually  outstanding  of  The  Larimer  and  Routt  County  Railway 
Company  was  all  owned  by  the  Laramie,  Hahns  Peak  and  Pacific  Railway 
Company  and  was  thus  represented  by  the  securities  of  the  last-named  com- 
pany. In  addition  to  the  securities  listed  above,  the  Laramie,  Hahns  Peak  and 
Pacific  Railway  Company  had  $60,140  par  value  of  short-term  notes  outstand- 
ing, but  the  records  reviewed  do  not  indicate  what  disposition  was  made  of 
them  in  the  reorganization. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation  to  date 
of  valuation  the  carrier  has  issued  or  assumed  stock  and  long-term  debt,  as 
indicated  by  its  records,  aggregating  16,725,760.08  par  value,  of  which  $6,500,500 
Is  actually  outstanding  and  $180,500  is  held  by  the  carrier.  The  details  are 
summarized  in  the  following  table : 


Class 

Issued  or 
assumed 

Retired  or 
held  by 
the  carrier 

Actually 
outstand- 
log 

Btock,  capital  stock,  par  value: 

$2, 300. 000.  00 
2,000,000.00 

*24.&oaoo 

lft5.000.00 

$2,275,600 
1,835,000 

4,  300,  000,  00 

i89,soaoo 

4, 110,  500 

Lonjr-tarm  debt,  funded  debt,  per  value: 

2, 175, 76a  08 
260,00a  00 

25, 760  08 

laooaoo 

2, 150.000 
240,000 

2,  425,  76a  08 

35, 700.  08 

2.390,000 

61724, 76ft  OS 

225, 260.  OS 

ft,  500,  500 

The  securities  held  by  the  carrier  consist  of  $24,500  par  value  of  Its  common 
stock  and  $105,000  par  value  of  Its  preferred  stock. 

Capital  stock. — The  authorized  capital  stock  of  the  carrier  is  $4,300,000  par 
value,  divided  Into  shares  of  $100  par  value  each,  of  which  $2,300,000  is 
classified  as  common  stock  and  $2,000,000  as  preferred  stock.  The  company 
has  issued  and  reacquired  capital  stock  In  exchange  for  the  following  recorded 
considerations : 


Recorded 
value 

Par  value 

Issued,  unapportloned  part  of  properties  acquired  at  reorganliation  

Reacquired,  surrendered  by  reorganlration  committee,  credited  to  the  profit  and 

H  300, 000 

%4f  30Qt  000 

180,500 
188,500 
4,110.600 

Held  

A  statement  of  the  capital  stock  actually  outstanding  or  held  by  the  company 
on  date  of  valuation  follows : 

Title  ef  security 

Held  by 

the 
company 

Actually 
outstand- 
ing 

124,500 
165,000 

82,276,500 
U  886, 000 

Funded  debt. — The  carrier  has  issued,  assumed,  and  reacquired  funded  debt 
in  exchange  for  the  following  recorded  considerations: 
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Issued: 

Unapportioned  part  of  properties  acquired  at  reorgauliatlon 

Unapportioned  part  of  equipment  

Interest  on  deferred  payments  

of  properties  acquired  at 


Total 


Reacquired  and  retired: 
Cash.  


on  date  of  valuation. 


Recorded 
value 


Par 


?2,  1  50,  000.  00    $2,  1 50,  000.  00 
24,  131. 25  f       24, 181. 26 
1,628.83  1.628.S3 


2, 12.1,  7fi0.  OS 


35.  47*.  72 
281.30 


35,760.0* 


35,  47*.  72 


2,  390.  0O0.  00 


A  statement  of  the  funded  debt  of  the  carrier  actually  outstanding  on  date 
of  valuation  follows. 


lUsUmdLng 


First  and  refunding  mortgage  6  per  cent  gold  bonds,  dated  July  1,  1014,  due  July  1,  1934. 
eneral-mortgage  Income  6  per  cent  gold  bonds,  dated  July  1, 1914,  due  July  1, 1044  

Total  

nerl  from  the  Laramie,  Hahns  I'enk  and  Pacific  Railway  Compnnv, 
0  per  cent  gold  bonds,  dated  July  1, 1004,  due  July  1, 1020  

Orand  total    .  .    


S5A0,  000 
1.000,000 


2,150,000 
240,000 


2,390.000 


RESULTS  OF  CORPORATE  OPERATION R 


The  results  of  corporate  operations,  as  .shown  in  the  Income  and  profit  and 
loss  accounts  of  the  carrier  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  December  31,  1918,  and  for  the  period  June  1,  1014,  to  date  of 
valuation,  follows: 


Period 


Operating  Income 

Railway  oj^ratlng  revenues... 


$211,812  52  SR12.850.  48 
.1  171.301.02  503,474.87 


Net  revenue  from 
Iway  tai  accruals 


40.500.60 
4,  200  00 
6.12  ! 


300,370.  U 
24.  973.  16 
6.  12 


3*.  294.  48      284.  30fl.  83 


Nonope rating  Income. 

Hire  of  equipment     8. 263. 90 

Miscellaneous  rent  Income    1  

Miscellaneous  nonoperntmg  physical  property.  I       942.  00 

s  from  unfunded  securities  and  accounts  I     3. 137. 15 

;  slnklnK  and  other  reserve  funds  


Total. 


I- 


Deductions  from  gross  I 
of^equlpmnnt 


debt.. 


Total. 


Net  defldt. 


Income  debit  balance  transferred  to  profit  and  loss.. 


12.  343.  65 


8,  2fl3.  90 
330  00 
2,  049.  (V, 
20,  f,9r>.  71 
314.  39 


32,  250.  AO 


48.ft38.13 


13.215.62 
113,400.00 


107T977T49 


107.977.49 


316,047.  49 


44,321.86 
477.712.  77 


522.  034.  63 
2057387714 


205,  387.  14 
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Certain  Income  Items  recorded  in  the  profit  and  loss  account  would  be 
includible  in  the  income  statement  for  the  period.  These  items,  grouped 
according  to  their  effect  on  the  income  for  the  period,  are  as  follows : 

Deductions  from  income,  transferable  from  delayed-income  debits 
in  profit  and  loss  account: 

Addable  to  railway  operating  expenses   $9,572.49 

Addable  to  deductions  from  gross  income  for  interest  on  funded 

debt     144,000.00 


Total   153,  572.  49 

If  the  income  accounts  of  the  carrier  were  adjusted  to  the  extent  indicated 
above,  and  If  the  items  then  contained  therein  were  taken  at  their  recorded 
amounts,  the  debit  balance  transferable  to  profit  and  loss  would  be  increased 
by  $153,572.49,  or  to  $358,959.63. 

Profit  and  loss  statement. — A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  June  1,  1914,  to  date  of  valuation  follows : 

Credits: 

Profit  on  road  and  equipment  sold   $4,  000. 00 

Miscellaneous  credits — 

Cash  from  reorganization  committee   $2,788-28 

Common  stock  of  the  carrier  returned  by  the 
reorganization  committee   24, 500. 00 

Preferred  stock  of  the  company  returned  by  the 
reorganization  committee   165,000.00 

Special  reserve  received  from  the  reorganization 
committee  for  interest  on  first-mortgage  bonds 
of  the  Laramie,  Hahns  Peak  and  Pacific  Rail- 
way Company   135,000.00 

Special  reserve  received  from  the  reorganiza- 
tion committee  for  improvements,  additions, 
and  betterments    150, 000.  00 

Sinking  fund  of  the  Laramie,  Hahns  Peak  and 
Pacific  Railway  Company  transferred  to  this 
company   036.  00 

Miscellaneous  current  accounts  of  the  Laramie, 
Hahns  Peak  and  Pacific  Railway  Company 

collected     849.  06 

  478,773.34 

Total   482, 773. 34 

Debits: 

Net  debit  balance  transferred  from  Income   205, 387. 14 

Miscellaneous  appropriations  of  surplus   1, 000. 00 

Delay ed-income  debits- 
Railway  operating  expenses   $9,572.49 

Interest  on  funded  debt   144,000.00 

  153,572.49 
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Debits — Continued 

Miscellaneous  debits — 

Additions  and  betterments  charges   $225.00 

Expenditures  by  the  company  and  the  reorgani- 
zation committee  incident  to  the  reorganisa- 
tion ,   8, 129.  03 

 "        354 63 

Total   368, 314. 26 

Credit  balance  as  of  date  of  valuation   114, 469. 08 


An  examination  showed  that,  under  the  present  classification  of  accounts, 
certain  items  recorded  in  the  profit  and  loss  account  of  the  carrier  are  In- 
cludible in  the  road  and  equipment  investment  account.  These  items,  grouped 
according  to  their  effect  on  the  credit  balance  in  the  profit  and  loss  account, 
are  as  follows : 

Increase,  transferable  to  debit  of  road  and  equipment  investment 
account,  expenditures  by  the  company  and  the  reorganisation 
committee  incident  to  the  reorganization,  recorded  money  outlay.   $8, 129. 63 

Decrease,  transferable  to  credit  of  road  and  equipment  investment 
account : 


Cash  from  reorganization  committee   2,  788.  28 

Common  and  preferred  capital  stock  returned  by  the  reorgani- 
zation committee,  par  value     189,500.00 

Special  reserve  funds  received  from  the  reorganization  com- 
mittee    285, 000. 00 

Sinking  fund  of  predecessor  transferred   636.00 

Miscellaneous  current  accounts  of  predecessor  collected   849.06 

Total  -  478, 773.  34 

Net  decrease  in  credit  balance   470, 643. 71 

If  the  profit  and  loss  account  of  the  carrier  were  adjusted  to  the  extent 


indicated  above,  and  if  the  items  then  contained  therein  were  taken  at  their 
recorded  amounts,  the  credit  balance  in  that  account  would  become  a  debit 
balance  of  $356,184.63. 
Dividends.— The  carrier  has  not  declared  any  dividends  to  date  of  valuation. 

INVESTMENT  Xlf  ROAD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation  is  stated  in  lte  books  as  $6,880,548.55,  of  which  the  following 
is  a  general  analysis : 

For  property  acquired  In  the  reorganization  of 


1914,  Inseparable  as  between  the  reorganized 
companies : 

Securities  issued  at  par  value  to  John  W. 
Dixon  for  the  reorganization  committee — 

Capital  stock,  common   $2, 300, 000. 00 

Capital  stock,  preferred   2,000,000.00 

First  and  refunding  mortgage  6  per  cent 

gold   bonds   650,000.00 

General-mortgage  Income  8  per  cent  gold 

bonds   1,600,000.00 

6,  450,  000. 00 
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For  property  acquired  in  the  reorganization  of 
1914,  etc.— Continued. 
Funded  debt  of  Laramie,  Hahns  Peak  and 
Pacific  Railway  Company,  assumed,  par 
value   $230, 000. 00 


Total  of  the  above  items   6, 700, 000. 00 

Less  value  assigned  by  the  carrier  to  miscel- 
laneous physical  property  taken  over  at  the 

recorded  value  of     36, 000. 00 

  $6,  665,  000. 00 

For  additions  and  betterments: 

Recorded  money  outlay   213,017.30 

Equipment  notes  issued  at  par  value   24, 131. 25 

  237, 148. 55 


Total  of  the  above  items   6,  902, 148. 55 

Less  retirements,  equipment,  credited  at   21, 600. 00 


Total  recorded  as  of  date  of  valuation   6, 880, 548. 55 

The  carrier  has  charged  to  its  profit  and  loss  account  $8,129.63  representing 
recorded  money  outlay  incident  to  the  reorganization,  and  has  credited  to  its 
profit  and  loss  account  items  aggregating  $478,773.34.  as  detailed  therein, 
incident  to  the  reorganization.  Under  the  present  classification  of  accounts, 
these  items  would  be  transferable  to  the  road  and  equipment  investment 
account.  If  the  above  items  were  transferred  to  the  road  and  equipment 
investment  account,  and  if  all  the  items  then  included  were  taken  at  their 
recorded  values,  the  balance  in  the  road  and  equipment  investment  account 
would  be  reduced  by  $470,643.71,  or  to  $6,409,904.84.  This  adjusted  amount 
would  be  the  result,  on  the  one  hand,  of  gross  outlays  that  consist,  in  part, 
of  considerations  other  than  cash  recorded  at  $6,534,631.25,  and,  on  the  other 
hand,  of  items  deductible  from  the  gross  outlays  and  recorded  at  $345,873.34, 
but  not  specifically  deductible  at  the  recorded  amounts.  The  cash  value  at 
the  time  of  the  transactions  of  the  considerations  other  than  cash  and  of  the 
items  other  than  cash  deductible  from  the  gross  outlays  is  not  known  and  can 
not  be  definitely  determined.  The  balance  in  the  road  and  equipment  invest* 
ment  account,  if  adjusted  to  the  above  extent,  so  far  as  it  is  resolvable  into 
the  kinds  of  considerations,  would  comprise  the  following  classes  of  recorded 


outlay : 

Recorded  money  outlay   $221,146.93 

Capital  stock  issued,  par  value  _  _    4,110,500.00 

Funded  debt  Issued,  par  value  2, 174, 131. 25 

Funded  debt  assumed,  par  value     250,000.00 


From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent— 
Current  and  other  assets  taken  over  at  a  recorded  value  of 86, 485. 06 

Cash  received  from  the  reorganization  committee   2, 788. 28 

Special  reserve  funds  received  from  the  reorganization  com- 
mittee—     285,000.00 

Retirements  of  equipment,  credited  at   21,600.00 
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Besides  the  several  classes  of  outlay  above  summarized,  the  carrier  has 
charged  to  its  profit  and  loss  account  Items  aggregating  $225,  purporting  to  be 
for  additions  and  betterments  to  road.  However,  since  It  Is  not  possible,  solely 
from  an  analysis  of  tbe  accounts,  to  determine  whether  such  charges  represent 
the  cost  of  additional  property  still  In  existence  on  date  of  valuation  and  do 
not  represent  renewals  or  replacements,  in  whole  or  in  part,  of  property  retired 
and  not  written  out  of  the  accounts,  the  amount  has  not  been  included  in  the 
above  summary.  On  the  other  hand,  it  has  not  been  determined  whether 
there  should  not  be  further  deductions  for  property  retired,  for  the  company 
has  not  made  any  report  concerning  abandoned  property. 

The  above  outlays  may  include  some  of  the  undetermined  cost  to  this  com- 
pany of  certain  lands  classified  herein  as  noncarrier.  The  carrier  has  made 
charges  to  its  miscellaneous  physical  property  account  In  the  amount  of  $35,000, 
representing  its  Investments  in  certain  lands  and  improvements  acquired  in 
the  reorganization,  but  it  Is  not  known  to  what  extent  the  lands  classified 
herein  as  noncarrier  are  represented  in  its  miscellaneous  physical  property 
account,  nor  to  what  extent,  if  any,  lands  represented  In  that  account  are 
classified  herein  as  carrier. 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment.  Including  land  owned 
by  the  carrier  and  used  for  common-carrier  purposes,  has  not  been  definitely 
ascertained.  The  data  obtained  on  the  outlay  for  creating  and  improving 
such  property  are  those  found  in  the  road  and  equipment  investment  accounts  of 


the  carrier  and  its  predecessors,  summarized  as  follows : 
The  carrier : 

Recorded  money  outlay   $213, 017. 30 

Funded  debt  issued,  par  value   24, 131. 25 


From  which  should  be  deducted  whatever  portions,  not  def- 
initely determinable,  of  the  above  outlays,  respectively, 
represent  equipment  retired,  credited  at   21,600.00 


Laramie,  Hahns  Peak  and  Pacific  Railway  Company : 

Recorded  money  outlay,  including  $126,387.58  paid  for 

Interest  during  construction   1, 500,  545. 40 

Capital  stock  issued  at  par  value   8, 000, 000.  00 

Funded  debt  issued  at  par  value  for  interest  during  con- 
struction   670. 16 

Funded  debt  assumed,  par  value   10,  000.  00 

Short-term  notes  issued,  par  value   11, 000. 00 

Credit  given  Isaac  Van  Horn  in  an  open  account   113. 200.  00 


Less  property  sold  to  The  Larimer  and  Routt  County  Rail- 
way Company  for  $1,000,000  par  value  of  the  vendee's 
stock  which  was  recorded  at  (see  charge  below)   100,000.00 


The  Larimer  and  Routt  County  Railway  Company : 

Recorded  money  outlay  by  the  Laramie,  Hahi-s  Peak  and 
Pacific  Railway  Company  and  the  receiver   642, 986. 52 


Capital  stock,  par  value  $1,000,000,  issued  at  agreed  value 
of  (for  property  acquired  from  the  Laramie,  Hahns  Peak 

and  Pacific  Railway  Company— see  credit  above)   100,000.00 
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The  several  classes  of  outlay  by  the  three  companies  above  detailed  are 
summarized  by  classes  as  follows : 

Recorded  money  outlay,  including  $126,387.88  paid  for  inter- 
est during  construction  $2,406,649.22 

Outlay  in  securities  Issued  at  par  value   3, 024, 181. 25 

Outlay  in  securities  assumed,  par  value   10, 000. 00 

Outlay  in  funded  debt  at  par  value,  issued  for  interest  during 

construction   670. 16 

Short-term  notes  issued  at  par  value    11,000.00 

Credit  given  others  in  open  account   113,200.00 


From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays,  respectively,  represent 
equipment  retired,  credited  at   21,600.00 


Besides  the  several  classes  of  outlay  above  summarised,  the  carrier  has 
charged  to  its  profit  and  loss  account  items  aggregating  $225,  and  one  of  the 
predecessors,  the  Laramie,  Hahns  Peak  and  Pacific  Railway  Company,  charged 
to  its  profit  and  loss  account  items  aggregating  $6,248.76,  purporting  to  be  for 
additions  and  betterments  to  road  and  equipment.  However,  since  it  is  not 
possible,  solely  from  an  analysis  of  the  accounts,  to  determine  whether  such 
charges  represent  the  cost  of  additional  property  still  in  existence  on  date 
of  valuation  and  do  not  represent  renewals  or  replacements,  in  whole  or  in 
part,  of  property  retired  and  not  written  out  of  the  accounts,  the  amounts  have 
not  been  included  in  the  above  summary.  On  the  other  hand,  it  has  not  been 
determined  whether  there  should  not  be  further  deductions  for  property  retired, 
for  the  carrier  has  not  made  any  report  concerning  abandoned  property. 

The  above  outlays  may  include  some  of  the  undetermined  cost  to  the  carrier 
first  acquiring  them  of  certain  lands  classified  herein  as  noncarrier.  The 
carrier  and  its  predecessors  made  no  charges  to  their  miscellaneous  physical 
property  accounts  for  the  original  cost  of  such  lands. 

Cost  of  lands. — The  carrier  reports  amounts  aggregating  $13,434.10  as  the 
outlays  by  itself  and  its  predecessors  In  connection  with  lands  owned  or  used 
by  It,  including  noncarrier  lands,  and  that  the  proceeds  from  the  sale  of  parts 
of  parcels  of  such  lands  aggregate  $10.  The  returns  made  by  the  carrier  in- 
clude certain  lands  which  were  donated,  certain  lands  for  which  nominal  deed 
considerations  only  are  reported,  certain  lands  for  which  deeds  recite  no  con- 
siderations, and  certain  lands  for  which  there  is  no  reference  to  evidence  of 
title.  The  amounts  reported  by  the  carrier  as  costs  for  the  remaining  lands 
owned,  are  made  up  of  costs  supported  by  accounting  records.  These  amounts 
and  the  proceeds  from  parts  of  parcels  sold,  both  classified  according  to  the 
classification  herein  of  the  lands  to  which  they  apply,  are  summarized  as 
follows : 


Costs  sup- 
ported by 
accounting 
records 


Lands  classified  as  carrier,  owned  and  used  (Includes  certain  noncarrier  lands,  costs  not 

Reparable)   $13,434.19 

From  which  should  be  deducted  the  portions,  not  definitely  determinable,  of  the  above  that 

are  assignable  to  parts  of  parcels  sold  for  proceeds  of   10. 00 
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Distributed  by  States 


Costs  sup- 
ported by 
accounting 


In  Wyoming 

Lands  classified  as  carrier,  owned  and  used  (includes  certain  noncarrier  lands,  costs  not 

separable)  

i  ru::i  v.  hi  eh  ihoald  be  deductcdjhe  portions,  notdeflnlt«ly  determinable,  ol  the  above  that 

f     „  .....  „  „ ,  \  f,„r\   , ,  i 


$8,247.64 
10.00 

8, 188.66 


Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  47  nnits  of  equipment,  26  roadway  machines,  and  certain  machinery,  with 
costs  aggregating  $157,409.42.  A  verification  of  the  returns  of  the  company 
indicates  that  the  number  of  units  of  equipment  should  be  reduced  by  two, 
that  the  number  of  roadway  machines  should  be  increased  by 
that  the  costs  should  be  reduced  by  $1,768.46,  as  detailed  below. 


Additions,  roadway  machines,  Inventoried  but  not  reported . 

Deductions: 

Freight-train  cars: 

Refrigerator  car  converted  into  bunk  house   

Costs  properly  chargeable  to  opemtinj*  expenses  

Work  equipment: 

Not  in  service  (car  No.  601).  

Costs  properly  chargeable  to  operating  expenses  


Total  

Net  total  additions... 
Net  total  deductions. 


Units 


$213. 38 


100.00 
70.37 

100.00 
1,701.47 


1,758.40 


After  making  the  changes  noted  above  and  classifying  the  returns  according 
to  the  classification  herein  of  the  property  to  which  they  apply,  the  revised 
returns  are  summarized  as  follows : 


Units 

Costs  sup- 
ported by 
accounting 
records 

Costs  esti- 
mated » 

Machinery: 

4 

24 

$12,  983.  09 

*432.41 

Shop  machinery  

4,  141.  26 

17,075.25 

432.41 

Equipment: 

6 
27 

2 
10 

4A 

4."743"60" 

"*5*i«8.~72~ 
W.W2.  32 

87,  251.  18 
18,  760.00 
5,590.80 
16,600.00 

128. 200.  M 

by  the  ■ 
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MISCELLANEOUS  PHYSICAL  PROPERTY 

The  investment  of  the  carrier  In  miscellaneous  physical  property  on  date  of 
valuation  is  stated  in  its  books  as  $35,000,  representing  certain  lands  and  im- 
provements thereon  acquired  with  other  property  in  the  reorganization.  There 
have  been  classified  herein  as  noncarrier  certain  parcels  of  land  reported  by 
the  carrier.  It  has  not  been  ascertained  what  part  of  the  lands  so  classified 
are  represented  by  the  charges  in  the  miscellaneous  physical  property  account, 
nor,  on  the  other  hand,  what  part  of  the  lands  represented  In  the  miscellaneous 
physical  property  have  been  classified  as  noncarrier. 

AIDS,  GUTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  its  predecessors  received  certain  parcels  of  land  as 
aids,  gifts,  grants,  or  donations  from  the  United  States  Government,  States  of 
Wyoming  and  Colorado,  and  an  individual.  Neither  the  cost  to  the  donors  of 
donated  lands,  nor  their  value  at  the  time  of  acquisition  was  reported  by  the 
carrier.  The  carrier  does  not  report,  and  the  records  obtained  do  not  indicate 
that  it  or  its  predecessors  received  any  moneys  or  other  considerations  from 
sales  of  any  portion  of  lands  received  by  them  as  aids,  gifts,  or  grants.  The 
carrier  does  not  report  the  amount  or  value  of  any  concession  or  allowance 
that  may  have  been  made  In  consideration  for  any  aid,  gift,  grant,  or  donation. 

The  report  of  the  carrier  upon  the  costs  of  its  lands  shows  that  certain  par- 
cels of  land  were  acquired  by  a  predecessor  through  deeds  that  recite  merely 
nominal  considerations,  and  certain  parcels  of  land  acquired  by  it  or  its  pred- 
ecessors for  which  no  considerations  are  stated  in  deeds.  Since  the  records 
do  not  Indicate  that  any  actual  payment  was  made  in  the  acquisition  of  these 
lands,  they  have  been  herein  designated  as  apparent  aids. 

- 

MATERIAL  AND  SUPPLIES 

Them  Investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
is  stated  in  its  books  as  $18,236.18.  An  Inventory  taken  by  the  company  as  of 
May  31,  1919,  showed  a  shortage  of  $2,786.91,  which  has  been  adjusted  at  date 
of  valuation  by  charging  that  amount  to  operating  expenses. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  as  follows : 


Investments : 

Investment  in  road  and  equipment   $6, 880, 548.  55 

Deposits  in  lieu  of  mortgage  property  sold   1, 133. 48 

Miscellaneous  physical  property   85, 000. 00 


Total     6,916,682.03 


Current  assets : 

Cash   77, 734. 08 

Special  deposits     32,434.68 

Traffic  and  car-service  balances  receivable   1,  551. 55 

Net  balance  receivable  from  agents  and  conductors   1,573.27 

Miscellaneous  accounts  receivable   8, 835. 51 

Material  and  supplies   18,236.18 

Other  current  assets     71. 68 


Total   -   140,  436.  80 
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Deferred  assets: 

Working-fund  advances   $300,00 

Insurance  and  other  funds   1, 863. 71 

Total   2, 163.  71 


Unadjusted  debits: 

Rents  and  insurance  premiums  paid  in  advance   191. 18 

Other  unadjusted  debits   5,249.85 

Securities  issued  or  assumed,  unpledged  $189, 500. 00 

Total    5, 441. 03 

Grand  total     7,064,723.57 

LIABILITY 

Stock,  capital  stock: 

Total  book  liability  $4,300,000.00 

Less  held  by  this  company   189,500.00 

  4,110,500.00 

Long-term  debt,  funded  debt  unmatured   2,390,000.00 


Current  liabilities : 

Traffic  and  car-service  balances  payable   2,649.47 

Audited  accounts  and  wages  payable   13,069.41 

Miscellaneous  accounts  payable   727.  70 

Interest  matured  unpaid   32,229.00 

Unmatured  interest  accrued     384,000.00 

Other  current  liabilities   4, 167. 07 


Total     436,  842.  65 


Deferred  liabilities,  liability  for  provident  funds   1, 858. 71 


Unadjusted  credits: 

Tax  liability   1,601.23 

Accrued  depreciation,  equipment   9,240.50 

Other  unadjusted  credits   131. 40 

Total     11, 063. 13 


Corporate  surplus,  profit  and  loss,  credit  balance   114, 459. 08 


Grand  total   7,064,723.57 

Predecessor  Companies 

Lara  mi*,  Hahms  Peak  Awn  Pacific  Railway  Company,  Pbedecessob  of  the 

Carrier 


INTRODUCTORY 

The  property  of  the  Laramie,  Hahns  Peak  and  Pacific  Railway  Company 
was  conveyed  to  its  successor  by  deed  dated  June  4.  1914,  but  it  was  sur- 
rendered to  the  purchaser  on  June  1,  1914,  and  the  results  of  corporate  opera- 

116 1.  C.  C. 


Digitized  by  Google 


COLORADO,  WYOMING  ft  EASTERN  RY.  CO. 


351 


tlons  from  that  date  were  recorded  by  the  successor.  The  accounting  data 
in  this  report  for  the  results  of  corporate  operations,  therefore,  cover  the 
period  to  May  31,  1914.  The  records  reviewed  do  not  indicate  whether  the 
Laramie,  Hahns  Peak  and  pacific  Railway  Company  was  controlled  by  any 
individual  or  corporation  on  May  12,  1914,  the  date  of  sale.  On  the  other 
hand,  the  Laramie,  Hahns  Peak  and  Pacific  Railway  Company  on  the  date  of 
sale  controlled,  through  ownership  of  the  entire  capital  stock,  The  Larimer 
and  Routt  County  Railway  Company,  whose  common-carrier  property  was 
always  operated  by  the  former  company  or  its  receiver,  or  by  a  Joint  receiver 
for  both  companies. 

The  property  of  this  company  was  operated  by  its  own  organization  from 
the  date  the  first  section  of  its  road  was  opened  for  operation,  August  1,  1907, 
until  the  receivership,  June  8,  1912.  From  that  date  the  property  was  operated 
by  a  receiver  until  it  was  surrendered  to  John  W.  Dixon,  purchaser  at  fore- 
closure, June  1,  1914.  The  railroad  operated  by  the  joint  receiver,  mentioned 
above,  on  the  date  of  sale  was  a  single-track  standard-gauge  steam  railroad, 
consisting  of  a  line  extending  from  Laramie,  Wyo.,  to  Coalmont,  Colo.,  in  the 
States  of  Wyoming  and  Colorado.  The  mileage  owned  by  the  Laramie,  Hahns 
Peak  and  Pacific  Railway  Company  amounted  to  67.47  miles,  and  extended 
from  Laramie,  Wyo.,  to  the  Wyoming-Colorado  State  line.  The  mileage  owned 
by  The  Larimer  and  Routt  County  Railway  Company  amounted  to  43.88  miles 
and  extended  from  the  Wyoming-Colorado  State  line  to  Coalmont,  Colo. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  entire  67.47  miles  of  railroad  owned  by  the  company  on  the  date  of 
sale  had  been  acquired  by  construction.  The  construction  work  was  per- 
formed partly  by  Niles  Callanan,  contractor,  who  was  affiliated  with  the  com- 
pany, partly  by  numerous  independent  contractors  and  partly  by  company 
forces.  Further  details  with  respect  to  the  construction  of  this  property 
are  given  in  the  section  on  development  of  fixed  physical  property  in  the  report 
on  the  carrier. 

HI8TOBY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangement*. — The  records 
reviewed  do  not  indicate  that  any  syndicating  arrangements  were  made  in 
connection  with  the  issuance  of  the  securities  of  the  Laramie,  Hahns  Peak  and 
Pacific  Railway  Company.  Financial  arrangements  of  this  company  included 
the  disposal  of  certain  of  its  securities  through  Isaac  Van  Horn  &  Company, 
of  Boston,  and  Lawrence  Barnum  &  Company,  of  New  York.  The  Laramie, 
Hahns  Peak  and  Pacific  Railway  Company  issued  its  securities,  assumed 
securities  of  others,  and  incurred  other  indebtedness  and  reacquired  certain  of 
its  securities  and  other  indebtedness  under  conditions  and  for  considerations 
described  in  detail  in  the  paragraphs  of  this  section  devoted  to  capital  stock, 
long-term  debt,  and  other  obligations. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation  to 
date  of  reorganization,  the  Larnmie,  Hahns  Peak  and  Pacific  Railway  Company 
Issued  or  assumed  stock  and  long-term  debt,  as  indicated  by  its  records, 
aggregating  $14,930,648.76  par  value,  of  which  $12,806,648.76  was  actually 
outstanding  and  $1,850,000  was  held  by  or  for  the  company.  The  details  are 
summarized  in  the  following  table: 
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- 

Lssued^or 

Retired  or 
held  by  or 

for  the 
company 

Actually 
outstanding 

Stock,  capital  stock,  par  value: 

$9, 000, 000. 00 

l,  ooo,  ooa  oo 

$100,  000.  00 

$9,000,000.00 
100,  000.  00 

Total. 

MH *UCIUi  UCUl(  lUUUru  UCUVf  )IW   *  tuuc . 

10,000,000.00 

900.000.00 

9, 100, 000.  00 

4,900,000.00 
10,000.00 

1, 224. 000. 00 

3, 676,  OOa  00 
1U.000.U0 

Tot  •amatttffMNravMMMtNtitiH 

4, 910, 000. 00 

1,234.000.00  1   3. 686, 00a  00 

20,648.76 

  20,  648. 78 

14. 930, 048. 7i 

2, 124. 000. 00 

12,806,648.76 

The  securities  held  by  or  for  the  company  consisted  of  $900,000  par  value 
of  its  preferred  stock  and  $950,000  par  value  of  its  funded  debt 

Capital  stock. — The  authorized  capital  stock  of  the  Laramie,  Hahns  Peak 
and  Pacific  Railway  Company  was  $10,000,000  par  value,  divided  into  shares 
of  $10  par  value  each,  of  which  $9,000,000  was  classified  as  common  stock 
and  $1,000,000  as  preferred  stock.  The  company  issued  capital  stock  in 
exchange  for  the  following  recorded  considerations : 


Consideration 





Recorded 
value 


Par  value 

i  ,  


ed: 

Caah  (discount  $80,000) 
Original  construction 
Investments  In  other 
Liquidation  in  part  of  ad 

Cash  

Investments  in  other  companies   

Liquidation  in  part  of  an  advance  account 


... — ... — ...... 


................... .......... 


$10. 000.00 
3,  000.  000  00 
964. 5S0.  00 

SO.  000.  00 
179,787.75 
100,  000.  00 

SO.  845.  2/. 


$100,000 

3,  000. 'Mi 


Total  issued  for  considerations 
Total  Issued  as  a  bonus  with  the  i&si 

unadjusted  balance  sheet  account  

Total  issued  to  Isaac  Van  Horn,  president,  and  charged  to  investment  in 

road  and  equipment  without  detailed  information  to  show  that  :m> 

property  was  received  

Total  issued  to  the  treasury   


4,  37.',,  223.  00 


Totrd  par  value  issued 
 ... 





5,  807.  000 
M3.000 


2, 750, 000 
900,000 


10.000,000 
900,000 


»  Discount  $1,291,777 


The  difference  between  the  par  value  of  capital  stock  issued  by  the  company 
and  the  considerations  recorded  as  received  in  exchange  therefor,  being  dis- 
counts aggregating  $1,431,777,  together  with  stock  issued  as  a  bonus  In  the 
amount  of  $543,000.  was  charged  to  an  unadjusted  balance  sheet  account 

Funded  debt— The  Laramie,  Hahns  Peak  and  Pacific  Railway  Company 
Issued  and  reacquired  funded  debt  in  exchange  for  the  following  recorded 
considerations. 
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Recorded 


Issued: 

Cash  (discount  $550,400) _  

Short-term  notes  retired    

Interest  on  short-term  notes...  _  

Liquidation  in  part  of  an  advance  account  (discount  $7,700) 


Interest  nnd  commissions,  inseparable  

6  per  cent  gold  coupon  notes  retired   .   

Commission  paid  I*aac  Van  Horn,  agent.  

Final  payment  to  Mcrrinm  Fmith  A  Co  in  compromise  settlement  for 
cancellation  of  contract  to  sell  $5fO,000  P«  value  of  first- mortage 

bonds  

Assumed: 

Unapportioned  part  of  construction  of  property —   


$847,  fi29.  84 
60,  000.00 
f)70. 18 
33.^00.00 

1.001,05000 
l",  moo 

Z'X),  000. 00 
200.000.00 


72, 000.00 
10,000.00 


$1,308,329.84 
50, 000.00 
670. 16 
41,000.00 


■  2,510,000.00 


10,000.00 


Total  Issued  or  assumed  for 
Total  issued  to  the  treasury  


Total  par  value  issued  or  assumed . 

Reacquired: 

Cash  

Collateral-trust  7  per  cent  notes  issued . 


2,  M3. 400. 00 


4,010,000.00 
000, 000. 00 


Credit  given  Lawrence  Baroum  A  Co.  in  open  account  ($25,000  lew  than 
par  value)   


24,000.00 
250. 000.  00 

25.OC0.O0 


Total  reacquired  for  considerations . 


2W,  000.00 


Retired. 


Held. 


Outstanding  on  date  of  reorganlnUlon: 
Exchanged  for  bonds  of  successor.  . 
Exchanged  for  stock  of  successor. . . 
lmed  by  successor  


Total  par  value  outstanding. 


4.910, 000.00 


24,000.00 

250,000.00 

50,000.00 


324.000.00 


274.000.00 


060, 000.00 


1,53ft.  000. 00 
1,900. 000.00 
250. 000. 00 


3,fWfl,000.00 


The  difference  between  the  par  value  of  funded  debt  Issued  and  assumed 
by  the  Laramie,  Hahns  Peak  and  Pacific  Railway  Company  and  the  considera- 
tions recorded  as  received  in  exchange  therefor,  being  discounts  aggregating 
$1,466,600,  together  with  commissions  paid  aggregating  $408,162.50  and  ex- 
pense incurred  in  the  amount  of  $61,420.41  in  the  issuance  of  such  securities, 
was  distributed  as  detailed  hereunder: 


»  .'A  •  '  •• 

Account 

Discount 
charted 

(409,  681  91 

$i,4eA«66 

The  difference  between  the  par  value  of  funded  debt  reacquired  and  the 
recorded  cost  of  reacquisition,  being  an  amount  of  $25,000,  was  credited  to  an 
unadjusted  balance  sheet  account.  A  statement  of  the  funded  debt  of  the 
Laramie,  Hahns  Peak  and  Pacific  Railway  Company  actually  outstanding  or 
held  by  or  for  the  company  on  date  of  reorganization  follows. 
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Title  of  security 

Held  by 

or  for 
the  com- 
pany 

Actually 
OUHlng 

Issued: 

Flrst-mortpniTfi  ©  per  cent  f6M  bonds,  dated  July  1,  1904,  due  July  1,  1929  

$240,000 

1  %36  000 

'Wooo 

450,  000 
$♦61,  000 

first  roiundiDR-moripape  u  per  (em  dodos,  URieo  uci.  i«  iwu,  uuo  »  ti,  i,  iu.i- — 
Ocneral-n.cirtKnpe  5  per  cent  nold  bonds,  dated  Juno  15,  IMP,  due  .1  uno  15,  1959- . 
Colbtterol-trust  7  per  cent  gold  coupon  notes,  dated  Jan.  1.  )W0,  due  Jan.  1. 

1511.000 

39,000 

Total    -  

850,000 

3,  676,  000 
10,000 

Assumed,  interstate  townsite  company  7  per  cent  ottce-buildinK  mortgage,  dated 

<:*.ooo 

3,  rise.,  ooo 

Receiver's  certificates. — The  receiver  of  the  Laramie,  Hahns  Peak  and  Pacific 
Railway  Company  issued  $20,648.76  par  value  of  receiver's  certificates,  all 
of  which  were  outstanding  on  date  of  reorganization.  The  considerations 
recorded  as  received  for  them  when  Issued  were  equipment,  charged  to  the 
profit  and  loss  account,  recorded  at  $6,248.76,  and  liquidation  of  interest  on 
funded  debt,  recorded  at  $14,400.  The  disposition  of  the  receiver's  certificates 
outstanding  on  the  date  of  reorganization  is  not  known. 

Short-term  notes. — The  Laramie,  Hahns  Peak  and  Pacific  Railway  Company 
issued  short-term  notes  of  $288,346.31  par  value  to  date  of  reorganization,  of 
which  $228,206.31  were  retired,  leaving  $60,140  outstanding  on  date  of  re- 
organization.  The  considerations  recorded  as  passed  in  connection  with  the 
issuance  and  retirement  in  part  of  these  notes  were  as  detailed  hereunder: 


Retarded 

Par  value 

Issued: 

$237,080.31 
11.000.00 
8>  750.  00 
8,500.00 

$267,096.31 
11,000.00 
8,750.00 
11.  500.00 

Interest  and  oommLssions,  inseparable  

Total  issued  for  considerations  

J65.346.J1 

288.  346.  31 

Reacquired  and  retired: 

150,706.31 
50,000.00 
6,000.00 
500.00 

16a  708,  31 
50,100.00 
1  27, 500.  00 

207,  206  31 

228,  206  31 

OutstaadinK  on  date  of  reorganization,  disposition  at  date  of  reorRauitatlon  is 

60,140.00 

>  Recorded  value  $21,000  loss  than  par. 


The  difference  between  the  par  value  of  short-term  notes  issued  and  the 
considerations  recorded  as  received  in  exchange  therefor,  being  discounts  ag- 
gregating $23,000,  was  charged  to  an  unadjusted  balance  sheet  account.  The 
difference  between  the  par  value  of  short-term  notes  reacquired  and  the  re- 
corded cost  of  reacquisltion,  being  an  amount  of  $21,000,  was  credited  to  an 
unadjusted  balance  sheet  account. 

Ofaer  obligations.— The  Laramie,  Hahns  Peak  and  Pacific  Railway  Company 
received  advances  from  various  companies  and  individuals  aggregating  $1,035,- 
617.73,  classed  as  open  accounts,  to  date  of  reorganization,  of  which  $606,388.76 
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had  been  repaid,  leaving  $429,228.07  owing  on  date  of  reorganization.  The 
considerations  recorded  as  passed  in  connection  with  the  incurring  and  repay- 
ment in  part  of  this  debt  were  as  detailed  hereunder: 


Consideration 


Amount 


Incurred  : 

Cash   

Funded  debt  reacquired  

Construciion  of  property.... 

Short-term  notes  retired  .. 

Services  as  fiscal  agents  

Commission  on  sue  of  securi 
Oold  Mining  Company.... 
Commission  on  sale  of  notes. 


Total  incurred  for  considerations.. 


Cash. 


Funded  debt  issued  

Short-term  notes  issued   ..... 

Investments  In  other  companies  

Total  repaid  with  considerations.. 


Owing  on  date  of  reorganization: 

Lawrence  Harnum  &  Co  

Boswyocolo  Company  

Western  Kailroad  and  Coal  Securities  Companies. 

Van  Horn.  Davis  A  Co  

Company  


Total  


$809,017.73 
25,000.  00 
113.200  00 
500  00 
4.800.00 

7,500.00 

$809,617.  73 
25,000.00 
113. 20a  00 
500.  00 
4.  800.  00 

mm  nin  on 
7,  000.00 

1,085.617.73 

.... 

1,035,617.73 

363,  743.  51 
100,845.25 
33.300.00 
8.  500.  00 

100,00a  00 

363.  743.  51 
100,  845.  25 
33.  300.  00 
8,  Ml  00 
100,  000.  00 

606.  3K8,  76 

600.  3fW.  76 

25,000  00 
2.993.25 
377. 837.  72 

43a  00 

22,968,00 

429,228.97 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  Laramie,  Hahns  Peak  and  Pacific  Railway  Company, 
are  given  below. 

Income  statement.— A  condensed  summary  of  the  income  accounts  for  the 
period  from  August  1,  1907,  to  May  31,  1914,  follows: 

Operating  income: 

Railway  operating  revenues  $624,210.43 

Railway  operating  expenses   529,163.96 

Net  revenue  from  railway  operations   95,046.47 


Railway  tax  accruals. 


  29,  318.  99 


Total  operating  income  

Nonoperating  income  


Gross  income  

Deductions  from  gross  income  

Net  deficit  _  


. —     65. 727. 48 
1,023.34 

. —     66,  750. 82 


  580,671.09 


513,  920.  27 


Disposition  of  net  income;  income  debit  balance  transferred  to 
profit  and  loss       513,920.27 


Pro/If  and  loss  statement.— A  condensed  summary  of  the  profit  and  loss  ac- 
counts for  the  period  from  the  date  of  organization  to  May  81,  1914,  follows: 
1161.  CO. 


Digitized  by  Google 


356  INTBKSTATB  COMMERCE  COMMISSION  REPORTS 


Debits: 

Net  debit  balance  transferred  from  Income  $513, 920. 27 

Delayed-income  debits ;  railway  operating  expenses   8, 157. 75 

Miscellaneous  debits — 

Expenditures  for  additions  and  betterments, 

equipment  $6,248.76 

Other  miscellaneous  debits   7, 183. 34 

  13.  432. 10 

Debit  balance  as  of  date  of  reorganization   535. 510. 12 


Dividends. — The  Laramie,  Hahns  Peak  and  Pacific  Railway  Company  had 
not  declared  any  dividends  during  the  period  from  the  date  of  its  organization 
to  the  date  of  reorganization. 

INVESTMENT   IN   SO  AD   AND  EQUIPMENT 

The  investment  of  the  Laramie,  Hahns  Peak  and  Pacific  Railway  Company 
in  road  and  equipment,  including  land,  on  the  date  of  reorganization  was 
stated  in  its  books  as  $7,834,149.41,  of  which  the  following  is  a  general  analysts  - 


Construction  and  additions  and  betterments: 

Recorded  money  outlay  —  $1,424,157.52 

Interest  during  construction — 

Recorded  money  outlay   126, 387. 88 

Funded  debt  issued  at  par  value   670.16 

Capital  stock  issued  at  par  value  to  Niles 

Callanan,  contractor   3,000.000.00 

Funded  debt  assumed,  par  value   10,000.00 

Short-term  notes  issued  at  par  value   11.000.00 

Credit  given  Isaac  Van  Horn  in  an  advance 
account   113. 200. 00 


Total  of  the  above  items   4,685,415.56 

Less  right  of  way,  franchises,  and  uncompleted 
work  in  Colorado,  sold  to  The  Larimer  and 
Routt  County  Railway  Company  for  $1,000,- 
000  par  value  of  the  vendee's  stock  which 
was  recorded  at   100,  000.  00 


 $4,  585,  415.  56 

Other  items,  charges: 

Capital  stock  issued  at  par  value  to  Isaac 
Van  Horn,  president,  and  stated  as  having 
been  issued  for  preliminary  expenses, 
services,  right  of  way,  and  terminal 
grounds.  An  examination  of  the  records 
and  of  the  returns  in  response  to  valua- 
tion order  No.  7  does  not  indicate  that 

any  property  was  received   2, 750, 000. 00 

Commissions  and  expenses  paid  incident  to 

the  issuance  of  funded  debt   469,582.91 

Operating  expenses   29, 150. 94 

  3,  248,  733. 8f> 

Total  recorded  as  of  date  of  reorganization   7.  834, 149. 41 
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Besides  the  outlays  above  summarized,  the  Laramie,  Hahns  Peak  and 
Pacific  Railway  Company  charged  to  its  profit  and  loss  account  $64248.76 
purporting  to  be  for  additions  and  betterments  to  equipment.  It  is  not  pos- 
sible, solely  from  an  analysis  of  the  accounts,  to  determine  whether  such 
charges  represent  the  cost  of  additional  property  still  in  existence  on  die 
date  of  reorganization  and  do  not  represent  renewals  or  replacements,  in 
whole  or  in  part,  of  property  retired  and  not  written  out  of  the  accounts. 

INVESTMENTS   IN   OTHER  COMPANIES 


The  investments  of  the  Laramie,  Hahns  Peak  and  Pacific  Railway  Com- 
pany in  other  companies  on  date  of  reorganization  were  stated  in  its  records 
at  a  total  book  value  of  $728,402.10,  as  follows : 


Par  value 

nook  value 

Stock,  The  Larimer  and  Routt  County  Railway  Company..   

Si,  000,000.  00 
628.402. 10 

$100,000.00 
628, 492. 10 

Total  

1,628,492. 10 

728,  4«tt.  10 

The  consideration  recorded  as  passed  in  acquisition  of  the  above  was 
expenditures  for  construction  in  the  amount  of  $728,402.10.  In  addition  to 
the  investments  listed  above,  the  Laramie,  Hahns  Peak  and  Pacific  Railway 
Company  acquired  certain  other  securities  that  were  disposed  of  at  a  loss  of 
$081,760.20,  which  was  charged  to  an  unadjusted  balance  sheet  account. 

The  Larimer  and  Routt  County  Railway  Company,  Predecessor  op  the 

Cabbies 

introductory 

The  property  of  The  Larimer  and  Routt  County  Railway  Company  was  con- 
veyed to  its  successor  by  deed  dated  June  4,  1014,  but  no  entries  were  made 
in  the  books  of  the  company  or  of  the  receiver  subsequently  to  May  31,  1014. 
The  accounting  data  In  this  report,  therefore,  cover  the  period  from  date  of 
incorporation  to  May  31,  1014.  The  company  did  not  maintain  an  income  or 
profit  and  loss  account,  its  revenues  and  expenses  having  been  recorded  in  the 
accounts  of  the  Laramie,  Hahns  Peak,  and  Pacific  Railway  Company  and 
its  receiver  without  separation.  For  that  reason,  no  information  can  be 
given  from  the  accounts  regarding  its  corporate  operations. 

The  Larimer  and  Routt  County  Railway  Company  was  controlled  by  the 
Laramie,  Hahns  Peak,  and  Pacific  Railway  Company  on  May  13,  1014,  the 
date  its  property  was  sold  at  foreclosure  sale,  through  ownership  of  Its  capital 
stock.  On  the  other  hand,  the  records  reviewed  do  not  indicate  that  this 
company  controlled  any  common-carrier  corporations.  The  property  of  this 
company  was  operated  by  the  Laramie,  Hahns  Peak,  and  Pacific  Railway  Com- 
pany and  Its  receiver  under  lease  from  the  date  it  was  completed,  November 
28,  1011,  until  the  receivership,  June  0,  1013.  From  the  latter  date  until 
May  31,  1014,  its  property  was  operated  by  its  receiver,  who  also  operated 
the  property  of  the  Laramie,  Hahns  Peak,  and  Pacific  Railway  Company.  The 
railroad  operated  by  the  receiver  of  The  Larimer  and  Routt  County  Railway 
Company  on  the  date  of  sale  amounted  to  43.88  miles,  all  of  which  was  owned 
by  The  Larimer  and  Routt  County  Railway  Company.  It  consisted  of  a  single- 
track  standard-gauge  steam  railroad  extending  from  a  connection  with  the 
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railroad  of  the  Laramie,  Hahns  Peak,  and  Pacific  Railway  Company  on  the 
Colorado-Wyoming  State  line,  to  Coalmont,  Colo. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  entire  43.88  miles  of  road  owned  by  The  Larimer  and  Routt  County 
Railway  Company  on  the  date  of  sale  was  constructed  by  the  Laramie,  Hahns 
Peak  and  Pacific  Railway  Company  for  this  company.  Further  details  with 
respect  to  the  construction  of  this  property  are  given  In  the  section  on  develop- 
ment of  fixed  physical  property  in  the  report  on  the  carrier. 

HISTORY  OF  CORPORATE  FINANCINO 

Syndicating,  banking,  and  other  financial  arrangements. — The  records  re- 
viewed do  not  Indicate  that  any  syndicating  arrangements  were  made  in  con- 
nection with  the  issuance  of  the  securities  of  The  Larimer  and  Routt  County 
Railway  Company.  The  company  issued  its  securities  and  incurred  other 
indebtedness  under  conditions  and  for  considerations  described  in  detail  in  the 
paragraphs  of  this  section  devoted  to  capital  stock  and  long-term  debt. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation  to  date 
of  sale,  The  Larimer  and  Routt  County  Railway  Company  issued  stock  and 
incurred  long-term  debt,  as  indicated  by  its  records,  aggregating  $1,637,084.40 
par  value,  all  of  which  was  actually  outstanding,  as  summarized  in  the  fol- 
lowing table : 


Stock,  capital  stock,  par  value,  common  

Long-term  debt,  nonegotiable  debt  to  alfiliated  companies,  incurred. 

Total  


Issued  or  in- 
curred  and 
ac-tually  out- 


$1,000,000.00 
637,r 


1,637.034.40 


Capital  sfoofc.— The  authorized  capital  stock  of  The  Larimer  and  Routt 
County  Railway  Company  was  $1,000,000  par  value,  divided  into  shares  of 
$10  par  value  each,  all  of  which  was  classified  as  common  stock.  The  entire 
authorized  amount  was  issued  to  the  Laramie,  Hahns  Peak  and  Pacific  Rail- 
way Company  in  part  consideration  for  construction,  recorded  at  $100,000,  and 
was  all  outstanding  and  held  by  that  company  on  date  of  reorganization. 
The  difference  between  the  par  value  of  capital  stock  issued  by  The  Larimer 
and  Routt  County  Railway  Company  and  the  consideration  recorded  as  re- 
ceived in  exchange  therefor,  being  discount  aggregating  $900,000,  was  charged 
to  the  discount  on  capital  stock  account 

Nonnegotiable  debt  to  affiliated  ootnpanie$.— The  Larimer  and  Routt  County 
Railway  Company  incurred  nonnegotiable  debt  to  the  Laramie,  Hahns  Peak 
and  Pacific  Railway  Company  and  its  receiver  aggregating  $637,034.40  to  date 
of  sale,  classified  as  open  accounts,  all  of  which  was  owing  on  date  of  sale. 
The  consideration  recorded  as  passed  in  connection  with  the  incurring  of  this 
debt  was  construction  and  additions  and  betterments,  recorded  at  $637,034.40. 

INVESTMENT  Uf  BO  AD  AND  EQUIPMENT 

The  investment  of  The  Larimer  and  Routt  County  Railway  Company  in 
road  and  equipment,  including  land,  on  May  81,  1914,  was  stated  in  its  books 
as  $742,986.52,  of  which  the  following  is  a  general  analysis. 
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Construction  and  additions  and  betterments: 

Recorded  money  outlay  by  receiver   $6, 952. 12 

Capital  stock,  par  value  $1,000,000.  Issued  at  agreed  value  of.—  100,000.00 
Nonnegotlable  debt  to  affiliated  companies,  being  credit  given 
the  Laramie,  Hahns  Peak  and  Pacific  Railway  Company  and 
its  receiver  in  open  account,  representing  recorded  money  out- 
lay by  tbem   637,034.40 

Total  as  recorded  on  May  31,  1014   742, 986.  02 


APPENDIX  3 

ANALYSIS  OF  MET  HOD  H  FOR  DETKBMIKIRO  WOBKINO  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary 
to  pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to 
the  time  when  the  revenues  from  that  service  are  available;  and,  third,  a 
buffer  fund  of  cash  constantly  in  hand  to  cover  amply  the  recurrent  and 
fluctuating  deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling 
due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  Is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating 
expenses  will  be  the  measure  of  the  cash  working  capital  actually  used  to 
meet  expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.  The  factors  affecting  cash  working  capital  are  as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service ;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  move- 
ment of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading, 
and  the  time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with 
charges  collected  at  destination,  In  addition,  the  time  for  movement  under 
load,  the  time  consumed  in  unloading,  and  the  credit  period  for  payment 
of  charges;  the  relative  amount  of  operating  expenses  for  various  purposes; 
and  the  elapsed  time  from  the  beginning  of  the  accrual  of  such  respective 
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expenses  to  the  time  when  they  must  be  paid.  The  factors  In  most  cases 
represent  the  experience  of  all  Class  I  carriers  and  In  a  few  cases  consist 
of  specially  assembled  data  from  the  experience  of  territorially  scattered 
carriers  that  represent  oyer  40  per  cent  of  the  operating  expenses  of  all  Class 
I  carriers.  For  material  and  supplies,  consideration  has  been  given  to  the 
average  book  value  of  the  stock  carried  by  all  Class  I  and  Class  II  carriers 
on  June  30  for  the  years  1914-1916,  and  to  the  fact  that  some  part  of  this 
stock  Is  held  for  additions  and  betterments  and  new  construction  and  that 
some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  the  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  Indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
plicable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and 
loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues 
from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  hapi>en  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of 
a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's  com- 
mon-carrier property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  on  hand.  In  such  eases  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on 
hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  date  of  valuation,  it  is  found  that  the 
working  capital  used  for  common-carrier  purposes  during  that  period  averaged 
12.66  per  cent  of  the  annual  operating  expenses.  Applying  that  percentage 
to  the  annual  operating  expenses  as  of  date  of  valuation,  determined  to  be 
$179,975  according  to  the  trend  of  operating  expenses  during  the  preceding 
fire  years,  it  is  found  that  the  working  capital  used  for  common-carrier  pur- 
poses on  date  of  valuation  Is  $22,785. 
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Valuation  Docket  No.  803 

PORT  TOWNSEND  AND  PUGET  SOUND  RAILWAY 

COMPANY  ET  AL.1 


Submitted  June  26,  1926.    Decided  September  17,  1926 


Final  ralue  for  rate-making  purposes  of  the  property  of  the  Port  Townsend 
and  Puget  Sound  Railway  Company,  owned  and  used  for  common-carrier 
purposes,  found  to  be  $3,790,  as  of  June  30,  1917,  and  of  property  used  but 
not  owned,  $777,875. 

Report  of  the  Commission 
Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 
By  Division  1 : 

The  Port  Townsend  and  Puget  Sound  Railway  Company,  herein- 
after called  the  carrier,  is  a  corporation  of  the  State  of  Washington. 
It  owns  no  railroad  property  other  than  certain  equipment  and  ma- 
chinery. It  operates  under  lease  the  property  of  the  Port  Townsend 
Southern  Railroad  Company,  consisting  of  a  line  of  railroad  27.304 
miles  in  length,  extending  from  Port  Townsend,  Wash.,  to  Quilcene, 
Wash.,  with  2.214  miles  of  yard  tracks  and  sidings. 

By  our  order  of  April  2, 1926,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30,  1917,  of  the  property 
of  the  carrier  and  the  Port  Townsend  Southern  Railroad  Company. 
Notice  thereof  was  duly  served  upon  the  carrier  and  other  interested 
parties  in  the  manner  and  as  required  by  law  No  protest  was  filed 
as  provided  for  in  section  19a  of  the  interstate  commerce  act  by  any 
of  the  parties  in  interest  in  this  proceeding. 

The  tentative  valuation  will  be  made  final. 

*  This  report  also  embraces  the  valuation  of  the  property  of  the  Port  Townsend  Southern 
Railroad  Company. 
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Order 

Entered  September  17, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the 
properties  of  the  above-entitled  carriers,  heretofore  made  by  the 
commission  under  and  in  compliance  with  the  authority  conferred 
and  the  duties  imposed  upon  it  by  section  19a  of  the  interstate  com- 
merce act,  was  duly  given  to  said  carriers  and  to  the  Attorney  Gen- 
eral of  the  United  States,  the  Governor  of  Washington,  and  the 
Department  of  Public  Works  of  Washington ; 

It  further  appearing,  That  no  protest  against  said  tentative  val- 
uation was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  properties  of  the  Port  Townsend  and 
Puget  Sound  Railway  Company  and  Port  Townsend  Southern  Rail- 
road Company : 

LOCATION  AND  GENERAL  DESCRIPTION  OF  PROPERTIES 

The  Port  Townsend  and  Puget  Sound  Railway  Company,  herein- 
after called  the  carrier,  owns  no  railroad  property  other  than  certain 
equipment  and  machinery.  It  uses  but  does  not  own  the  property 
of  the  Port  Townsend  Southern  Railroad  Company,  hereinafter 
called  the  Port  Townsend  Southern.  The  railroad  of  the  Port 
Townsend  Southern  is  a  single-track  standard-gauge  steam  rail- 
road, located  in  the  northwestern  part  of  the  State  of  Washington. 
Its  main  line  extends  from  Port  Townsend  to  Quilcene,  a  distance 
of  27.304  miles.  The  Port  Townsend  Southern  also  owns  2.214  miles 
of  yard  tracks  and  sidings.  Its  road  thus  embraces  29.518  miles  of 
all  tracks  owned. 

THE  CARRIER 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $386,929.61  in  capital  stock 
and  long-term  debt,  of  which  $250,000  represents  common  stock  and 
$136,929.61  nonnegotiable  debt  to  affiliated  companies. 

Results  of  corporate  operations. — For  the  period  from  June  1, 
1914,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
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have  been  102.9  per  cent  of  the  railway  operating  revenues.  The 
carrier  has  not  declared  any  dividends  on  its  capital  stock  to  date 
of  valuation. 

Original  cost  to  date.— The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier,  consisting  of  certain  equipment,  com- 
prises recorded  money  outlay  in  the  amount  of  $4,038.95. 

Investment  in  road  and  equipment. — The  carrier  owns  no  road, 
including  land.  Its  investment  in  equipment,  on  date  of  valuation, 
is  stated  in  its  books  as  $4,000.  With  readjustments  required  by  our 
accounting  examination,  this  amount  would  be  increased  to  $4,038.95, 
all  of  which  consists  of  recorded  money  outlay.  Further  information 
will  be  found  in  Appendix  2. 

Improvements  on  leased  railway  property. — The  investment  of 
the  carrier  in  improvements  on  leased  railway  property,  on  date  of 
valuation,  is  stated  in  its  records  as  $94,925.50.  With  readjustments 
required  by  our  accounting  examination,  this  amount  would  be  re- 
duced to  $94,886.55,  all  of  which  consists  of  recorded  money  outlay 
for  improvements  on  the  property  of  the  Port  Townsend  Southern. 
Further  information  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less  de- 
preciation of  all  common-carrier  property,  other  than  land,  owned 
or  used  by  the  carrier,  are  shown  below.  The  Port  Townsend  South- 
ern's portion  of  jointly  owned  minor  facilities  is  included  in  the 
wholly  owned  property. 


Wholly  owned  and  used  

Used  but  not  owned,  leased  from — 

Port  Townsend  Southern  

Erickson  Construction  Company  

Carlshorg  MU1  A  Timber  Company... 

Total  


K8=? 


Cost  of 

Cost  of 

repro- 

repro- 

duction 

duction 

less 

new 

deprecia- 
tion 

$4, 103 

fl.  911 

832,360 

727.611 

3,617 

2,«13 

460 

156 

730,380 

4,103 

2,011 

840,440 

733,291 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets,  which  are  a  part  of  Appendix  1.  Informa- 
tion as  to  the  character  of  the  property  used  but  not  owned  will  be 
found  in  Appendix  2  under  the  caption  Leased  Railway  Property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication  to 
public  use  and  their  present  value.— The  carrier  owns  no  lands.  It 
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uses  325.29  acres  of  lands,  with  a  present  value  of  $14,092.64,  which 
are  owned  by  the  Port  Townsend  Southern.  The  estimates  of  cost 
of  reproduction  covered  by  this  report  are  based  upon  the  1914  level 
of  prices,  while  the  present  values  of  the  common-carrier  lands  cov- 
ered by  the  report  are  based  upon  the  fair  average  of  the  normal 
market  value  of  lands  adjoining  and  adjacent  to  the  rights  of  way, 
yards,  and  terminals  of  the  Port  Townsend  Southern  as  of  valuation 
date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  values  herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  investment  of  the  carrier  in  securities  of  other  companies 
on  date  of  valuation  is  stated  in  its  records  at  a  book  value  of  $100, 
covering  a  cash  payment  of  that  amount  on  a  subscription  for  $1,000 
par  value  of  United  States  Liberty  loan  bonds. 

Aids,  gifts,  grants  of  right  of  way,  and  donations. — The  carrier 
reports  that  no  aids,  gifts,  grants,  or  donations  have  been  received 
by  it,  and  none  is  found  of  record. 

Material  and  supplies. — The  records  do  not  indicate  that  the  car- 
rier has  any  material  and  supplies  on  hand  on  date  of  valuation. 

Final  value— After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making 
purposes,  of  the  property  of  the  carrier,  owned  or  used,  devoted  by 
it  to  common-carrier  purposes,  are  found  to  be  as  follows : 


Wholly  owned  and  used   $3,  700 

Used  but  not  owned,  leased  from— 

Port  Townsend  Southern  Railroad  Company   775,000 

Erickson  Construction  Company   2, 700 

Carlsborg  Mill  &  Timber  Company   175 

Total  leased  _   777,875 

Total  owned     3,790 

Total  used     781,665 


The  sum  of  $790  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  consisting  solely  of 
cash  on  hand.  No  other  values  or  elements  of  value  to  which  spe- 
cific sums  can  now  be  ascribed  are  found  to  exist. 

PORT  TOWNSEND  SOUTHERN 

Capital  stock  and  long-term  debt. — The  Port  Townsend  Southern 
has  outstanding,  on  date  of  valuation,  a  total  par  value  of  $524,000 
in  common  stock. 
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Original  cost  to  date,— The  original  cost  to  date  of  all  common- 
carrier  property  of  the  Port  Townsend  Southern  can  not  be  ascer- 
tained, as  the  necessary  records  are  not  obtainable.  Such  informa- 
tion respecting  actual  expenditures  as  can  be  ascertained  is  stated 
in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  Port 
Townsend  Southern  in  road  and  equipment,  including  land,  on  date 
of  valuation,  is  stated  in  its  books  as  $524,000.  With  readjustments 
required  by  our  accounting  examination,  this  amount  would  be  in- 
creased to  $724,541.01,  of  which  $1,116,328.64,  less  an  undetermined 
portion  thereof  assignable  to  offsetting  items  included  in  amounts 
recorded  at  $403,232.21,  represents  considerations  other  than  money, 
the  cash  value  of  which  at  the  time  of  the  transaction  we  are  not 
able  to  report,  because  it  has  been  impossible  to  obtain  the  informa- 
tion. There  may  be  included  in  the  amount  above  stated,  some  or 
all  of  the  cost  of  the  noncarrier  lands  owned.  Further  information 
will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  owned 
but  not  used  by  the  Port  Townsend  Southern,  leased  to  the  carrier 
are  $832,360  and  $727,611,  respectively.  These  amounts,  classified  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  as  prescribed  by  us,  are  shown  in  the  summary  sheets, 
which  are  a  part  of  Appendix  1.  The  Port  Townsend  Southern  uses 
no  common-carrier  property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  Port  Townsend  Southern 
owns  but  does  not  use  325.29  acres  of  land  that  is  leased  to  the  carrier 
for  common-carrier  purposes.  The  total  original  cost  of  these  lands 
can  not  be  ascertained,  as  the  necessary  records  are  not  obtainable. 
Data  on  their  original  cost  will  be  found  in  Appendix  2.  The  present 
value  of  the  325.29  acres  leased  to  the  carrier  is  $14,092.64. 

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  Port  Townsend  Southern  owns  and  holds  for  non-carrier  pur- 
poses 8.34  acres  of  lands.  The  total  original  cost  of  these  lands  can 
not  be  ascertained,  as  the  necessary  accounting  records  are  not  ob- 
tainable. Data  on  their  original  cost  will  be  found  in  Appendix  2. 
The  present  value  of  the  8.34  acres  of  noncarrier  lands  is  $417. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  but  not  used  by  the  Port  Townsend  Southern,  leased  to  the 
carrier  for  common-carrier  purposes,  101.37  acres,  with  a  present 
value  of  $3,029.42,  were  acquired  through  aids.  The  title  to  these 
lands  was  conveyed  by  deeds  reciting  nominal  or  no  considerations. 
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The  commission  is  not  able  to  report  the  value  of  these  lands  at  the 
time  acquired.  The  accounts  of  the  Port  Townsend  Southern  reveal 
credits  to  its  profit  and  loss  account  aggregating  $49,830.26.  described 
as  donations,  as  detailed  below. 


Cash  received  as  donations   $16, 013. 15 

Lands  received  as  donations: 

Cash  proceeds  from  sales   69,712.57 

Interest   981.  83 

Lands  exchanged  for  other  land,  recorded  at   60.00 


Total   86.  767. 55 

Less  expenses  covering  services,  commissions,  advertising,  taxes, 

and  other  items   36, 937. 29 

Net  total   49,830.26 


The  Port  Townsend  Southern  wrote  off  its  open  account  indebted- 
ness to  the  Oregon  Improvement  Company,  recorded  at  $240,282.92, 
as  of  June  30,  1898.  The  particulars  in  regard  to  the  cancellation 
of  this  liability  have  not  been  obtained. 

Material  and  supplies. — The  Port  Townsend  Southern  has  no  ma- 
terial and  supplies  on  hand. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value,  and 
all  other  matters  which  appear  to  have  a  bearing  upon  the  value  here 
reported,  the  value,  for  rate-making  purposes,  of  the  property  of  the 
Port  Townsend  Southern,  owned  but  not  used,  leased  to  and  devoted 
by  the  carrier  to  common-carrier  purposes,  is  found  to  be  $775,000. 
No  working  capital,  including  material  and  supplies,  is  found  to  be 
owned  or  used  by  the  Port  Townsend  Southern.  No  other  values  or 
elements  of  value  to  which  specific  sums  can  now  be  ascribed  are 
found  to  exist. 

IN  GENERAL 

With  respect  to  each  of  the  carriers  embraced  in  this  proceeding,  in 
addition  to  other  matters  stated,  the  following  paragraphs  apply  as 
a  part  of  each  respective  valuation. 

Appendixes—  Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  the  classification  of  the  cost  of  reproduc- 
tion new  and  cost  of  reproduction  less  depreciation  above  set  forth, 
in  conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  present  and  predecessor  corporations; 
moneys  received  by  reason  of  issues  of  stocks,  bonds,  and  other  securi- 
ties, together  with  the  syndicating,  banking,  and  other  financial 
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arrangements  attending  their  issue;  the  net  and  gross  earnings;  the 
development  of  fixed  physical  property;  investment  in  road  and 
equipment;  the  cost  of  lands,  rights  of  way,  and  terminals;  the 
general  balance  sheet  statement;  and  other  pertinent  information. 
Appendix  3  is  a  statement  of  the  method  for  determining  working 
capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  state- 
ment of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carriers  embraced  in  this  proceeding  are 
situated,  give  the  details  respecting  the  figures  here  reported,  and 
are  on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to 
public  inspection,  and  subject  to  the  direction  of  Congress.  These 
reports  are  referred  to  for  greater  particularity  as  to  the  matters 
herein  stated. 


APPENDIX  1 
The  Casbieb 

TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connection  at  Discovery  Junction,  Wash.,  with  the 
line  of  the  Seattle,  Port  Angeles  &  Western  Railway  Company. 

PHYSICAL  CONDITIONS  AFFECT! NO  CONSTRUCTION 

The  country  traversed  by  this  railroad  Is  the  rough  terrain  adjacent  to 
Puget  Sound.   The  soil  Is  loam  and  clay. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  principal  products  of  the  region  are  those  of  the  forest. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

Grading. — The  grading  averages  84,000  cubic  yards  per  mile,  and  is  classified 
as  follows :  solid  rock,  20  per  cent ;  hard  pan,  35  per  cent ;  common,  45  per  cent. 
Ties. — The  ties  are  of  soft  wood. 
Rail*. — The  track  Is  laid  with  new  56-pound  rail. 
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The  carrier  owns  or 


EQUIPMENT 

the  following  equipment: 


Steam 
loco- 
motives 


Freight- 
train 
cars 


Passen- 
ger-train 


Used  but  not  owned,  leased  from — 

Port  Townsend  Southern  Uailroa<1  Company.. 

Erickson  Construction  Company  

Carlsborg  Mill  A  Timber  Company  


Total  leased . . . 


Total  owned.. 


10 


10 
16 


ENGINEERING    AND  G 


Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  Interest,  have  been  estimated  at  1.5  per 
cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  con- 
struction has  been  estimated  for  one-half  the  construction  period  of  16  months, 
plus  3  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts,  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  3  months  at  6  per  cent  per  annum. 


BUM! 

Wholly  owned  and  used 


Cost  of 
repro- 
duction 


Cost  of 
repro- 
duction 
less  de- 


1 
87 


71 
72 
78 
74 
7fi 
77 
7ft 


I.  ROAD 


Engineering. . 
Roadway 


Total,  1.  and  8  to  47,  Inclusive . 


Freight-train  cars... 


4.  000 


2,840 


in.  OBNKRAL  KXPENDITURKa 

Organ!  tatlon  expenses  

General  officers  and  clerks  

Law  


Stationery  and  printing  

Taxes  

Other  expenditures,  general  


[pendlti 
during 

Total,  71  to  77, 

Grand  toUU,  Midi  to 77, 


63 


44 


2.011 
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Used  but  not  owned,  leased  from  the  Brickson  Construction  Company 


Acct. 


Cost  of 
repro- 
duction 


Cost  of 
repro- 
duction 
less  de- 
preciation 


1 

37 
44 


71 
72 
73 
74 
75 
77 
76 


L  ROAD 

Engineering. 

Roadway  machines.  

Shop  machinery  

Total,  1,  and  3  to  47,  Inclusive  

H.  IQUTPMBNT 

XX 

Organl/Atlon  expenses  

General  officers  and  clerks  

Stationery  and  printing.  

Taxes  

Other  expenditures,  general  

during  construction  .  

Total,  71to77,  inclusive  

Grand  total,  1,  and  3  to  77,  inclusive  


$8 

128 
69 

205 


3,  249 


38 

80 
42 


130 


2,437 


60 


2 
44 


63 
3,617 


49 

2.C13 


Used  but  not  owned,  leased  from  the  Carlsborg  Mill  d  Timber  Company 


Cost  of 
repro- 
duction 
now 


Cost  of 
repro- 
duction 
less  de> 
preciation 


U.  inUIPMENT 


I4.S3 


$164 


Orand  total,  1,  and  3  to  77,  Inclusive. 


Port  Townsbnd  Southern 

The  company's  portion  of  Jointly  owned  minor  facilities  is  included  in  the 
reproduction  costs  shown  below  for  property  wholly  owned. 

Owned  but  not  used,  leased  to  the  carrier 


Cost  of 
repro- 
duction, 
new 

Cost  of 
repro- 
duction, 

329,042 

329.642 

404,072 

476,800 

2ft,  403 

17,  571 

27,862 

13,928 

104,908 

79,469 

16,  107 

8,982 

10,442 

7.832 

I.  HO  AD 


1  BngineorinB  

8  Grading  

6  Bridges,  trestles,  and  culverts . 

8  Ties  

0  Rails  

10  Other  track  material  

11  Ballast  , 
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Owned  but  not  used,  levied  to  the  carrier — Continued 


Acct 


12 
13 
16 
10 
17 
18 
10 
20 
23 
37 


Classes 


61 
53 
54 


71 
72 
73 
74 
75 
77 
76 


Tr&cklaylng  and  surfacing. 
Rlght-of-wny 


:-way  fences  


;ution 
Roadwny  buildings... 
Water  stations.... 

Fuel  stations  

Shops  and  engine 
Wharves  and  docks 
Roadway  machines.. 
Roadway  small  tools 


Total,  1,  and  3  to  47,  inclusive  

n.  EQUIPMENT 


Steam  locomotives.. 
Freight-train  cars.... 
Passenger-train  cars. 


Total,  51  to  58,  Inclusive... 


Organization  .  . 
Oenernl  otllcrrs  and 

Law  

Stationery  i 

Taxes  —  

Other  expenditures,  general  

Interest  during  construction...... 


Cost  of 
repro- 
duction 


Coat  of 
repro- 
duction 
less  de- 
preciation 


3,000 
1,974 

•2,000 


6.874 


11,560 


43,129 


Total,  71  to  77,  inclusive  -  >    54, 680 

O  read  total,  1,  and  3  to  77,  inolusive.  I  882, 360 


$40,8*1 

657 

330 

2,437 

1.827 

2,882 

2,333 

155 

00 

1,382 

2^87 

1,700 

4.585 

2,556 

3,470 

3,302 

56 

40 

240 

120 

218 

133 

770,097 

675,433 

2,580 
002 
000 


4.082 


10.173 

37,033 
48,006 


727.611 


APPENDIX  2 
Tub  Ci 


The  carrier  is  a  corporation  of  the  State  of  Washington,  having  Its  prin- 
cipal office  at  Seattle,  Wash.  It  Is  controlled  by  C.  J.  Brlckson  through 
ownership  of  all  outstanding  capital  stock  except  directors'  qualifying  shares. 
On  the  other  hand,  the  carrier,  itself,  does  not  control  any  other  common-car- 
rier corporations.  It  has  operated  the  road  of  the  Port  Townsend  Southern 
Railroad  Company  during  itH  entire  life. 


The  carrier  was  Incorporated  June  1,  1914,  for  a  period  of  60  years  under 
the  general  laws  of  the  State  of  Washington,  for  the  stated  purpose  of  build- 
ing, constructing,  leasing,  maintaining,  and  operating  railroads,  telegraph 
lines,  telephone  lines,  and  steamship  lines,  with  all  necessary  appurtenances, 
within  the  State  of  Washington  or  In  Puget  Sound.  It  was  Incorporated  by 
C.  J.  Brlckson  for  the  purpose  of  operating  the  Port  Townsend  Southern's 

116I.C.C. 


Digitized  by  Google 


PORT  TOWNSEND  &  PUGET  SOUND  RY.  CO. 


371 


property,  which  Erickson  had  acquired  for  operation  under  a  lease  agree- 
ment, as  explained  in  the  section  on  leased  railway  property. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  carrier  has  made  extensive  improvements  to  the  property  which  it 
operates  under  lease,  including  the  filling  of  trestles,  construction  of  side- 
tracks, installation  of  a  telephone  system,  and  construction  of  wharf  and 
station  building  at  Port  Townsend.  The  greater  part  of  the  work  in  con- 
nection with  filling  trestles  was  performed  by  the  Erickson  Construction  Com- 
pany, also  controlled  by  C.  J.  Erickson,  under  a  contract  with  the  carrier. 

HISTORY  OF  CORPORATE  FIR  AN  CI  NO 

Syndicating,  banking,  and  other  financial  arrangement*.— The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  were  made  in  con- 
nection with  issuing  securities  of  the  carrier. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation,  June 
1,  1914,  to  date  of  valuation,  the  carrier  has  issued  capital  stock  and  incurred 
nonnegotiable  debt  to  affiliated  companies,  as  indicated  by  its  records,  ag- 
gregating $452,815.20  par  value,  of  which  $386,929.01  are  actually  outstanding 
as  summarized  in  the  following  table. 


Claw 

Issued  or 
assumed 

Repaid 

Actually 
outstanding 

$250.000100 
202,814.20 

$250,000.00 
130,020.  61 

$65, 885. » 

452, 815. 20 

65,885.59 

386,  029.  61 

The  carrier  classifies  the  nonnegotiable  debt  unpaid  on  date  of  valuation  as 
loans  and  bills  payable. 

Capital  stock. — Tbe  authorized  capital  stock  of  the  carrier  is  $250,000  par 
value,  divided  into  shares  of  $100  par  value  each,  and  classed  as  common  stock. 
It  issued  this  authorized  amount  of  capital  stock  to  the  order  of  C.  J.  Erickson, 
stated  to  be  payment  for  the  assignment  by  Erickson  of  his  lease  of  the  property 
of  the  Port  Townsend  Southern.  The  amount  of  par  value  issued  was  origi- 
nally entered  In  the  accounts  as  an  investment  styled  "  Lease  of  Road,"  but 
the  amount  was  later  transferred  to  balance  sheet  account  Discount  on  Capital 
Stock. 

Nonnegotiable  debt  to  affiliated  companies. — The  carrier  has  incurred  non- 
negotiable  debt  to  the  Erickson  Construction  Company  and  to  the  Carlsborg 
Mill  &  Timber  Company,  both  controlled  by  C.  J.  Erickson,  aggregating 
$202,815.30  to  date  of  valuation,  classified  as  notes  in  the  amount  of  $122,817.03, 
and  open  accounts  in  the  amount  of  $79,998.17,  of  which  $65,885.59  has  been 
repaid,  leaving  $136,029.61  owing  on  date  of  valuation.  The  considerations 
recorded  as  passed  in  connection  with  the  incurring  and  part  repayment  of 
this  debt  were  as  detailed  hereunder: 
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NoU, 


Construction  classified  as  improvements  on 
Part  repayment  on  open-account  ad 

Total  


railway  property. 


$86,  MO  35 
36.  447.  68 


$86,  309.  35 
36,447.68 


122,817.  OS 


122.817.08 
122,  817. « 


Incurred: 

Cash  

Labor  and  material     

Interest  

Short-term  note*  retired,  par  value  


Total  

Repaid: 

Cash  

Notes  Issued,  par  value  

Labor,  materia],  freight  service,  etc. 


Owing. 


Total. 


37,805.  00 
18. 746. 71 
6,  646.  46 
16,800.00 

37,  805.  00 
18,  746.  71 
6,  646.  46 
16,  800.  00 

79,906.17 

79.908.  17 

26,228.06 

26,228.08 

36.  447.  68 

36.447.  68 

8,208.93 

3,208,93 

66,885.60 

66,885.59 
14.112  58 

Short-term  notes.— The  carrier  has  issued  short-term  notes  of  $10,800  par 
value  to  date  of  valuation,  all  of  which  have  been  retired.  The  considerations 
•  recorded  as  passed  in  connection  with  the  issuance  of  these  notes  and  the 
reacquireinents  thereof  are  detailed  in  the  statement  following. 


Issued:  k 

Total  

Reacquired  and  retired,  retired  by  Carlsborg  Mill  <&  Timber  Company  for  account 
of  the  carrier,  for  which  the  former  company  was  credited  on  open  account  In 
amount  of-  


Par 
value 


16,800 


mows 

The  results  of  corporate  operation,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  June  1,  1914,  to  date  of 
valuation  follows. 


Operating  Income: 

Railway  operating  revenues.. 
Railway  operating  cipensea.. 


Net  revenue  from  railway  operations. 
Net  deficit  from  railway  operations  ... 
Railway  lax  accruals    


Total  operating  income. 
Total  operating  deficit. . 


Deductions  from  poss  Income: 

Hire  of  equipment.  „  

Rent  for  leased  roads  

Interest  on  unfunded  debt. 


Year 


$77.  534.  lit 
60,502.71 


Period 


$117,754.03 
121. 22a  00 


8,031.48 
'  i66.  97" 


3,  466. 87 
100,97 


7, 93a  51 


3,567.84 


Total  deductions  from 
Not  deficit  


Income. 


debit  balance  transferred  to  profit  and  loss 


207.  05 
9,  750.  00 
6,  127.94 


207.05 
27,750.00 
6,030.54 


16,084.90 


8,  154.  48 


8,154.48 


38,464.43 
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Profit  and  lost  statement. — A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  June  1,  1014,  to  date  of  valuation,  follows : 

Credits,  miscellaneous  credits   $4. 01 

Debits,  net  debit  balance  transferred  from  income   38, 464. 43 

Debit  balance  as  of  date  of  valuation  38,460.42 

Dividends.— The  carrier  has  not  declared  any  dividends  on  its  capital  stock 
to  date  of  valuation. 

I  IT  VESTMENT  IN  BO  AO  AND  EQUIPMENT 

The  investment  of  the  carrier  in  equipment  on  date  of  valuation  is  stated 
in  its  books  as  $4,000,  covering  recorded  money  outlay  for  10  freight-train  cars. 
In  addition  to  the  above,  the  company  reports  that  it  owns  1  roadway 
machine.  The  cost  of  this  machine,  recorded  as  money  outlay  in  the  amount 
of  $38.95,  was  entered  in  the  Improvements  on  leased  railway  property  ac- 
count Under  the  present  classification  of  accounts,  this  amount  would  be  in- 
cludible in  the  investment  in  road  and  equipment  account 

ORIGINAL  COST  TO  DATE 

The  outlays  by  the  carrier  for  10  freight-train  cars  and  1  roadway  machine, 
the  only  railroad  property  owned  by  it  and  used  for  common-carrier  purposes, 
comprise  recorded  money  outlay  of  $4,038.96. 

Co$t  of  land*.— The  carrier  owns  no  land  but  it  uses  under  lease  certain 
lands  owned  by  the  Port  Townsend  Southern.  The  information  concerning 
these  lands  is  given  in  the  report  of  the  latter  company. 

Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  10  freight-train  cars  with  cost  of  $4,000,  and  1  roadway  machine  with 
costs  of  $38.95.  The  costs  as  reported  are  supported  by  accounting  records. 
In  addition  the  carrier  reports  that  it  uses  six  units  of  equipment  two  road- 
way machines,  and  certain  machinery  owned  by  the  Port  Townsend  Southern, 
its  lessor.  Information  as  to  the  cost  of  this  property  is  given  in  the  report 
on  the  lessor.  Further  the  carrier  reports  that  it  uses  one  steam  locomotive, 
four  roadway  machines,  and  certain  machinery  owned  by  the  Erickson  Con- 
struction Company,  and  one  freight-train  car  owned  by  the  Carlsborg  Mill 
&  Timber  Company.   No  information  was  obtained  as  to  the  cost  of  this 

IMPROVEMENTS  ON  LEASED  RAILWAY  PROPERTY 

The  investment  of  the  carrier  in  improvements  on  leased  railway  property 
is  stated  in  its  books  as  $94,925.50.  This  recorded  investment  includes  an 
amount  of  $38.95,  the  cost  of  a  roadway  machine  which  the  company  reports 
that  it  owns.  Under  the  present  classification  of  accounts,  this  amount  would 
be  transferable  to  the  road  and  equipment  investment  account  and  if  it  were 
transferred  the  recorded  Investment  in  improvements  on  leased  railway  prop- 
erty would  be  reduced  to  $94,886.55.  This  adjusted  amount  covers  outlay 
upon  the  property  of  the  Port  Townsend  Southern,  as  follows: 

Recorded  money  outlay  $8. 517. 20 

Nonnegotiable  debt  incurred   _  86, 369. 35 

The  greater  part  of  these  expenditures  was  stated  to  be  for  the  purpose  of 
renewing  and  filling  trestles.  The  portion  of  the  expenditures  covering  renewals 
or  replacements  of  property  already  charged  to  the  lessor's  road  and  equip- 
ment investment  account  and  not  written  out  And  the  portion  covering  actual 
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additions  and  betterments,  have  not  been  ascertained.  No  part  of  the  above 
expenditures  is  chargeable  to  the  lessor  under  the  terms  of  the  lease  agreement, 
and  no  part  thereof  has  been  included  in  the  lessor's  accounts  on  date  of 
valuation. 

INVESTMENTS  IN  OTHEB  COMPANIES 

The  investment  of  the  carrier  in  securities  of  others  on  date  of  valuation 
is  stated  in  its  records  at  a  book  value  of  $100,  covering  a  cash  payment  of 
$100  on  a  subscription  for  1,000  par  value  of  United  States  Liberty  loan 
bonds. 

AID8,  GIFTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  no  aids,  gifs,  grants,  or  donations  were  received 
by  it,  and  none  were  found  of  record. 

MATERIAL  AND  SUPPLIES 

The  carrier  does  not  record  an  Investment  in  material  and  supplies  on  date 
of  valuation. 

LEASED  RAILWAY  PROPERTY 

The  carrier  on  date  of  valuation  exclusively  operates  under  lease  agree- 
ment the  entire  railroad  property  of  the  Port  Townsend  Southern.  The  lease 
agreement  was  made  with  G.  J.  Erlckson,  as  lessee,  was  dated  May  8,  1914, 
and  runs  15  years  from  that  date.  Erlckson  caused  the  incorporation  of  the 
carrier  and  assigned  his  interest  in  the  lease  to  the  new  corporation  effective 
June  1,  1914. 

The  agreement  fixed  the  rental  for  the  first  five-year  period  of  the  lease  at 
$9,000  per  annum,  for  the  second  five-year  period  at  $13,000  per  annum, 
and  for  the  third  five-year  period  at  $17,000  per  annum.  The  lessee  further 
agreed  to  expend  $50,000  for  filling  trestles  within  two  years  from  the  date 
of  the  lease,  and  to  make  all  necessary  renewals  and  betterments.  The 
lessor  agreed  to  pay  the  taxes  on  the  property. 

The  carrier  entered  an  amount  of  $0,000  in  its  accounts  as  rent  for  the  lease 
of  the  Port  Townsend  Southern's  road  during  the  year  ending  on  date  of 
valuation.  In  addition,  the  carrier  uses  one  steam  locomotive,  four  roadway 
machines,  and  certain  machinery  owned  by  the  Erickson  Construction  Com- 
pany, and  one  freight-train  car  owned  by  the  Carlsborg  Mill  &  Timber  Com- 
pany. A  monthly  rental  is  paid  for  the  use  of  the  steam  locomotive,  but  no 
rentals  are  assessed  for  the  remaining  property  leased  from  these  affiliated 
companies. 

OENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  as  follows: 

ASSETS 

Investments : 

Investment  in  road  and  equipment   $4, 000. 00 

Improvements  on  leased  railway  property   94, 925. 50 

Other  investments,  bonds   100. 00 

Total  _    99, 025.  50 
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Current  assets: 

Cash     $790. 22 

Traffic  and  car-service  balances  receivable     4, 088.22 

Net  balance  receivable  from  agents  and  conductors   2, 642. 39 

Other  current  assets   2, 433. 48 

Total      10,554.29 


Unadjusted  debits: 

Discount  on  capital  stock    250, 000.  00 

Other  unadjusted  debits   1. 00 


Total  250,  001.  00 


Grand  total  359, 580.  79 

LIABILITIES 

8tock.  capital  stock..  250,000.00 

Current  liabilities: 

Loans  and  bills  payable    136, 929. 61 

Traffic  and  car-service  balances  payable   552. 71 

Audited  accounts  and  wages  payable   7, 764. 10 

Other  current  liabilities   51. 25 

Total  _  _   145,297.67 


Unadjusted  credits: 

Accrued  depreciation,  roaTl   1, 581. 33 

Accrued  depreciation,  equipment   1, 150.  00 

Other  unadjusted  credits   __.  12.21 

Total    _.    2,  743. 54 

Corporate  surplus,  profit  and  loss  debit  balance   _  38,  460. 42 

Grand  total   359, 580.  79 

Lessor  Company 


Port  Town  send  Souther  it  Railroad  Company 

The  Port  Townsend  Southern  is  a  corporation  of  the  State  of  Washington, 
having  its  principal  office  at  Port  Townsend,  Wash.  It  is  controlled  by  Joshua 
Green  through  ownership  of  a  majority  of  its  outstanding  capital  stock.  On 
the  other  hand,  this  company,  itself,  does  not  control  any  other  common- 
carrier  corporations. 

The  Port  Townsend  Southern  operated  its  property  with  its  own  organization 
from  the  dates  acquired  in  1890  and  1891  to  November  30,  1897.  From  Decem- 
ber 1,  1897,  to  November  30,  1902,  the  property  was  operated  by  The  Pacific 
Coast  Company,  which  then  controlled  the  Port  Townsend  Southern,  under  an 
arrangement  whereby  the  net  results  of  operation  accrued  to  the  operating  com- 
pany. The  Port  Townsend  Southern  again  operated  its  property  with  its  own 
organization  from  December  1,  1902,  to  May  31,  1914.  On  June  1,  1914,  the 
property  was  taken  over  for  exclusive  operation  under  lease  agreement  by  the 
Port  Townsend  and  Puget  Sound  Railway  and  is  so  operated  on  date  of 
valuation. 
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The  Port  Townsend  Southern  was  Incorporated  September  28,  1887,  under 
the  general  laws  of  the  State  of  Washington  for  the  stated  purpose  of  acquir- 
ing and  operating  a  railroad  from  Port  Townsend  to  a  point  on  the  Columbia 
River  in  the  State  of  Washington.  The  Port  Townsend  Southern  acquired  by 
purchase  on  June  2,  1891,  the  property,  rights,  and  franchises  of  The  Olympla 
&  Chehalis  Valley  Railroad  Company.  This  latter  company  had  been  incor- 
porated June  4,  1877,  in  the  then  Territory  of  Washington,  under  the  name 
Thurston  County  Railroad  Construction  Compauy,  the  name  of  which  was 
changed  to  that  stated  above  on  August  1,  1881. 

The  Olympla  &  Chehalis  Valley  Railroad  Company  had  Itself  acquired  by 
purchase  on  July  28,  1877,  the  property,  rights,  and  franchises  of  the  Olympla 
Railroad  Union,  which  was  incorporated  January  6,  1874,  in  the  then  Territory 
of  Washington. 

The  Port  Townsend  Southern  and  the  two  corporations  named  above  com- 
prise the  line  of  corporate  succession  culminating  in  the  company  as  at  present 
constituted.  The  Oregon  Improvement  Company  acquired  control  of  the  Port 
Townsend  Southern  in  1890,  and  that  company  was  closely  connected  with 
the  early  construction  and  financing  of  the  Port  Townsend  Southern.  The 
Oregon  Improvement  Company  held  such  control  until  1897,  when  its  affaire 
were  taken  over  by  a  reorganized  company,  The  Pacific  Coast  Company,  which 
latter  company  transferred  control  of  the  Port  Townsend  Southern  to  the 
Northwestern  Improvement  Company,  a  subsidiary  of  the  Northern  Pacific 
Railway  Company,  on  November  30,  1902.  Joshua  Green  acquired  control  of 
the  Port  Townsend  Southern  during  May,  1917. 

DEVELOPMENT  OF  FIXES  PHYSICAL  PROPERTY 

The  owned  mileage  of  the  Port  Townsend  Southern,  amounting  to  27.304 
miles,  was  acquired  as  indicated  hereunder: 


Acquired  by  purchase  from  The  Olympla  &  Chehalis  Valley  Railroad  Company,  the  property 
being  taken  over  for  operation  Sept.  11,  1890,  although  deed  thereto  was  not  received  until 

June  2,  1891.  from  Olympla  to  Tenlno,  Wash  

This  property  wu  acquired  by  The  Olympla  it  Chehalis  Valley  Railroad  Company  and  Ita 


prclrcessor.  the  Olympla  Railroad  Union  during  1877  and  1878,  but  the  manner  and  date  of 
acquisition  have  not  been  ascertained. 
Acquired  by  construction  during  1890  and  1891: 

From  Olympla  to  Butlers  Cove,  Wssh  

Port  Townsend  to  Quilcene,  Wash  


From 

Total  acquired  

Less  mileage  disposed  of: 

Abandoned  1894,  from  Olympla  to  Butlers  Cove,  Wash  

Sold  to  the  Northern  Pacific  Railway  Company,  June  26, 1914,  from  Olympla  to  Tenlno,  Wash.. 

Total  disposed  of..  , 

Miles  inventoried  as  of  date  of  valuation  


Recorded 
mileage 


15.000 


3.000 
27.  904 


45.304 


3.000 
15.000 


18.000 


27.304 


The  Port  Townsend  Southern  began  survey  work  and  grading  on  the  line 
between  Port  Townsend  and  Quilcene  shortly  after  it  secured  its  charter,  but 
such  work  was  not  carried  to  completion.  During  1889,  contracts  were  entered 
into  with  various  unaffiliated  concerns  covering  clearing,  grading,  and  pile 
trestling.    On  July  1,  1889,  a  contract  was  entered  into  with  Elijah  Smith, 
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President  of  the  Oregon  Improvement  Company,  which  then  controlled  the 
Port  Townsend  Southern,  under  which  the  construction  work  on  the  27  miles 
of  railway  between  Port  Townsend  and  Qui  Irene  and  on  the  3  miles  of  exten- 
sion between  Olympia  and  Butlers  Cove  was  completed. 

The  property  acquired  by  purchase  from  The  Olympia  ft  Chehalis  Valley 
Railroad  Company  consisted  of  about  15  miles  of  single-track  narrow-gauge 
railroad,  extending  from  Olympia  to  Ten  I  no,  and  not  connected  with  the  27 
miles  of  railroad  between  Port  Townsend  and  Quilcene  which  was  constructed 
by  the  Port  Townsend  Southern.  Under  the  agreement  of  purchase,  the  Port 
Townsend  Southern  widened  the  gauge  of  the  purchased  road,  the  cost  of  which 
change  in  gauge  was  stated  to  have  been  borne  by  the  vendor. 

During  190G,  the  Port  Townsend  Southern  acquired  right  of  way  for  a  pro- 
posed line  between  Tenino,  a  point  on  the  purchased  line,  and  Tacoma.  Wash. 
The  project  was  not  carried  to  completion,  and  the  right  of  way  acquired  was 
sold  to  the  Northern  Pacific  Railway  Company.  The  Port  Townsend  Southern 
also  began  survey  work  during  the  same  year  for  a  proposed  line  to  connect 
Quilcene,  a  point  on  its  constructed  line,  and  Olympia,  a  point  on  the  purchased 
line,  together  with  a  proposed  branch  line  to  Summit,  Wash.  This  project  also 
was  abandoned. 

HIS  TOBY  OF  CORPORATE  FIN  A  NCI  If  O 

Syndicating,  banking,  and  other  financial  arrangementa.— The  Port  Townsend 
Southern  was  financed  by  the  Oregon  Improvement  Company  during  such  time 
as  that  comi>auy  controlled  it.  The  particulars  of  this  financing  and  of  the 
issuance  of  securities  and  the  Incurring  of  other  indebtedness  by  the  Port 
Townsend  Southern  are  given  in  the  paragraphs  of  this  section  devoted  to 
capital  stock,  long-term  debt,  and  other  obligations. 

Capital  ttock  and  long-term  debt.— From  the  date  of  Its  incorporation  to 
date  of  valuation,  the  Port  Townsend  Southern  has  issued  capital  stock  and 
funded  debt,  and  has  incurred  nonnegotiable  debt  to  affiliated  companies,  as 
indicated  by  its  records,  aggregating  $5,064,309.96  par  value,  of  which  $624,000 
ore  actually  outstanding  on  date  of  valuation,  as  summarized  by  the  following 
table: 


Clam 

Issued 

Retired 

Actually 
outstand- 
ing 

Funded  debt,  par  value,  issued  

$3,  000,  000.  00 

OROOaoo 

1, 142, 300.  Wi 

12,470,000.00 

912,00a  00 

1, 142, 300.  M 

1524,000 

Nonnegotiable  debt  to  affiliated  companies,  open  accounts  



6.  054.  308.  08 

4,  630,309.00  |  524.000 

Capital  stock, — The  authorised  capital  stock  of  the  Fort  Townsend  Southern 
is  $8,000,000  par  value,  divided  Into  shares  of  $100  par  value  each  and  classified 
as  common  stock.  The  Port  Townsend  Southern  originally  Issued  $3,000,000 
par  value  of  capital  stock  to  incorporators,  but  the  stock  so  Issued  was  not 
recorded  in  the  accounts  and  the  records  do  not  Indicate  that  any  considerations 
were  received  therefor.  The  minute  books  of  the  Port  Townsend  Southern 
state  that  frequent  assessments  were  levied  on  the  stockholders  prior  to  1890, 
but  the  amounts  received  have  not  been  ascertained  owing  to  the  incompleteness 
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of  the  records.  Daring  1890,  the  incorporators  above  referred  to  assigned  the 
$3,000,000  par  value  of  stock  to  the  Oregon  Improvement  Company. 

In  1895,  the  Port  Townsend  Southern  entered  the  $3,000,000  par  value  of  out- 
standing capital  stock  in  its  accounts  and  applied  the  stock  as  part  repayment 
of  advances  received  from  the  Oregon  Improvement  Company  in  the  amount  of 
$880,461.86.  The  difference  between  the  par  value  of  the  stock  and  $880,416.86, 
amounting  to  $2,119,533.14,  was  recorded  as  discount  and  was  charged  to  the 
road  and  equipment  investment  account.  During  1915,  the  Port  Townsend 
Southern  reacquired  $2,476,000  par  value  of  its  outstanding  capital  stock,  to- 
gether with  $912,000  par  value  of  its  funded  debt  and  $1,199,280  par  value  of 
unpaid  matured  interest  coupons  thereon,  from  the  Northwestern  Improvement 
Company  for  a  recorded  consideration  of  $360,000  cash.  The  stock,  funded 
debt,  and  interest  coupons  so  reacquired  were  canceled  by  the  Port  Townsend 
Southern  and  the  difference  between  their  par  value  and  the  reacquirement 
cost,  amounting  to  $4,227,280,  was  credited  to  the  profit  and  loss  account 

Funded  debt.— During  1893,  the  Port  Townsend  Southern  issued  a  $912,000 
par  value  first-mortgage  6  per  cent  gold  bond,  maturing  August  1,  1923,  to  the 
Oregon  Improvement  Company.  This  bond  was  stated  to  have  been  issued  as 
security  for  advances  received  from  the  Oregon  Improvement  Company.  The 
bond  liability  was  not  recorded  in  the  accounts  until  1895,  and  when  so  entered 
the  full  amount  of  par  value  was  recorded  as  discount  and  charged  to  the  road 
and  equipment  investment  account  During  1915,  the  Port  Townsend  Southern 
reacquired  this  $912,000  par  value  bond,  together  with  $1,199,280  par  value  of 
unpaid  matured  Interest  coupons  and  $2,476,000  par  value  of  its  capital  stock, 
for  a  recorded  consideration  of  $360,000  cash.  The  stock,  funded  debt  and 
interest  coupons  bo  reacquired  were  canceled  by  the  Port  Townsend  Southern, 
as  previously  stated. 

Nonnegotiable  debt  to  affiliated  companies.— -The  Port  Townsend  Southern 
maintained  an  open  account  during  the  period  1891  and  1895  with  the  Oregon 
Improvement  Company,  which  made  advances  to  and  acted  as  banker  for  the 
railroad  company.  This  open  account  was  used  to  record  the  receipt  or  repay- 
ment of  advances  from  the  Oregon  Improvement  Company,  and  also  payments 
on  collections  by  that  company  for  account  of  the  Port  Townsend  Southern. 
It  was  further  used  as  a  clearing  account  for  the  latter's  accounting,  which  was 
first  recorded  in  books  of  the  Oregon  Improvement  Company  and  later  trans- 
ferred to  books  of  the  Port  Townsend  Southern,   The  items  recorded  in  this 


account  are  summarized  below. 
Credits : 

Construction  performed  and  equipment  acquired  under  con- 
tract    $884,293.04 

Capital  stock  of  The  Olympla  &  Chehalis  Valley  Railroad 
Company  acquired  for  account  of  the  Port  Townsend 

Southern      232,035.60 

Transfer  back  to  the  Port  Townsend  Southern  of  amounts 
representing  principally  the  net  deficits  from  operations  of 
its  property  which  had  previously  been  assumed  by  the 

Oregon  Improvement  Company     23,012.16 

Miscellaneous  items   2,969.16 

Total     1,142,309.96 

116  I.  C.  C. 


Digitized' by  Google 


PORT  TOWN  SEND  *  PUOET  SOUND  RY.  CO. 


379 


Charges : 

Capital  stock  of  $3,000,000  par  value  issued  to  the  Oregon 
Improvement  Company  at  a  value  of_  -   $880, 461. 86 

Net  amounts  debited  to  the  Oregon  Improvement  Company 
covering  all  payments  or  collections  made  for  account  of 
the  Port  Townsend  Southern,  and  all  items  transferred 
from  the  Oregon  Improvement  Company's  books  to  the 

Port  Townsend  Southern  books.-  -   21,565.18 

Total     902, 027. 04 

Credit  balance,  owing  to  the  Oregon  Improvement  Company, 
canceled  and  transferred  to  profit  and  loss  account  on  June 

30,  1888   —  240,282.82 

RESULTS   OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit 
and  loss  accounts,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation  is  given  below;  for  the  periods  from  Sep- 
tember 11,  1890,  to  November  80,  1897,  and  from  December  1,  1902  to  May  31, 
1914,  during  which  periods  the  Port  Townsend  Southern  operated  its  prop- 
erty; and  for  the  period  from  June  1,  1914,  to  date  of  valuation  during 
which  time  the  property  has  been  operated  by  a 


Operating 

periods, 
Sept.  11, 
1800,  to  Nov. 
30,  1S97.  and 
Deo.  1,  1902, 
to  May  31, 
1614 


Lease 

yeriod, 
uno  1, 
1914,  to 
June  80, 
1917 


Operating  Income: 

Railway  operating  revenues  

Railway  operating  eiponses    '  $308.15 


$058,260.80  Dr.  $77. 14 
61V,  M>.  08  85 


Net  revenue  from  tall  way  operations. 
Net  deflrit  from  railway  oporatlous.. 
Railway  tax  accruals.  


Railway  operating  deflcit- 

Ti.ttSOQ! 

Total 


_'  rent  Income  ..... 

Income  from  lease  of  road  

Income  from  unfunded  securities 
Contril 





TotaL  

Gross  Income. 


Deductions  from  gross  I 

Hire  of  equipment  

Miscellaneous  rents  

Interest  on  funded  debt  

Interest  on  unfunded  debt.  

Income  trans  forred  to  other  companies  


308.  15 
3,  487.  75 


38,391.72   

  461  V9 

108,802.  69  I  14,  M0.  43 


3,  795. 90 


3,795.90 


7,500.00 


70.410.97 


JO.  2b  ... 


70 


15,423.  42 


273.46 
34,954.54 


26,250.00 


7,500.00 
3,  704. 10 


40,  72U  70 


29,  729.55 


26,250.00 
10,826,68 


1,  tt87.  74 


Total   1.9H7.74 

Net  Income   1,716.36 


i 

6.970.27  •  

233.33   . 

32*1,320  00   

4.  7»   

11,934.08  1,087.74 


347,463.37  '  1,987.74 


377, 192.92 


Disposition  of  net  Income:  ( 

Income  credit  balance  transferred  to  profit  and  loss   1, 716. 36   

Income  debit  balance  transferred  to  profit  and  loss   377, 
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An  examination  showed  that,  under  the  present  classification  of  accounts, 
an  item  included  in  another  account  would  be  included  In  the  income  statement. 
Also,  certain  income  items  recorded  in  the  profit  and  loss  account  would  be 
includible  in  an  income  statement  for  the  period  and  an  Income  item  has  been 
omitted  from  the  accounts.  These  items,  grouped  according  to  their  effect  on 
the  income  as  recorded  by  the  Port  Townsend  Southern  for  the  operative 
periods,  are  as  follows : 

Additions  to  income : 

Addable  to  nonoperatlng  income,  covering  rent  for  lease  of  road 
accruing  during  May  and  June,  1917 ;  this  item  was  omitted 
from  the  accounts  ^          SI,  600. 00 

Deductible  from  deductions  from  gross  income,  covering  adjust- 
ment of  income  transferred  to  other  companies,  transferable 
from  delayed-income  credits  in  profit  and  loss  account   11, 934. 98 

Total.     13.434.98 


Deductions  from  income: 

Addable  to  railway  tax  accruals;  transferable  from  delayed- 
income  debits  in  profit  and  loss  account   1, 076.  00 

Deductible  from  nonoperatlng  income,  covering  adjustment  of 
contributions  from  other  companies,  transferable  from  de- 
layed-income debits  in  profit  and  loss  account   34, 054. 54 

Addable  to  deductions  from  gross  income,  covering  interest  on 
funded  debt,  transferable  from  delayed-income  debits  in  profit 
and  loss  account   870,900.00 

Addable  to  deductions  from  gross  Income,  covering  interest  on 
unfunded  debt,  transferable  from  debits  in  road  and  equip- 
ment investment  account   802.26 


Total    907,  893.  46 

Net  deductions  from  Income   894,458.48 

If  the  Income  accounts  of  the  Port  Townsend  Southern  were  adjusted  to  the 
extent  indicated  above,  and  if  the  other  items  therein  were  taken  at  their 
recorded  amounts,  the  debit  balance  transferable  to  profit  and  loss  for  the 
periods  September  11,  1890,  to  November  80,  1897,  and  December  1,  1902  to 
date  of  valuation,  would  be  increased  by  $894,458.48,  or  to  $1,262,812.56.  The 
Pacific  Coast  Company  operated  the  property  of  the  Port  Townsend  Southern 
during  the  period  December  1,  1897,  to  November  30,  1902,  under  an  arrange- 
ment whereby  the  net  results  of  operation  accrued  to  the  operating  company. 


The  amounts  recorded  by  The  Pacific  Coast  Company  during  this  period  were 
as  summarized  below : 

Operating  income  : 

Railway  operating  revenues   _  $103,600.89 

Railway  operating  expenses   112,747.98 

Net  deficit  from  railway  operations   9,147.09 

Railway  tax  accruals     20,720.16 

Total  operating  deficit   29, 867. 25 


Disposition  of  net  Income,  income  debit  balance  transferred  to 
profit  and  loss  (of  The  Pacific  Coast  Company)   29,867.25 
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Profit  and  lo»»  statement. — A  condensed  summary  of  the  profit  and  loss  ac- 
counts for  tbe  period  September  11,  1800,  to  date  of  valuation,  is  shown  below. 
No  profit  or  loss  items  were  recorded  during  the  period  December  1,  1897,  to 
November  30, 1002,  during  which  time  the  property  was  operated  by  The  Pacific 
Coast  Company,  under  conditions  hereinbefore  mentioned. 

Credits : 

Delayed-lncome  credits,  income  transferred  to  other  com- 
panies  $11,034  98 

Donations   49, 830.  26 

Miscellaneous  credits — 

Credit  resulting  from  the  reacqulrement 
and  cancellation  of  $4,587,280  par  value 
of  outstanding  capital  stock,  funded 
debt,  and  matured  interest  coupons,  for 

a  cost  recorded  as  $360,000  cash  $4,  227, 280. 00 

Credit  resulting  from  the  cancellation  of 
unpaid  nonnegotiable  debt  to  the  Oregon 
Improvement  Company,  as  of  June  80, 

1898   240,282.92 

Other  miscellaneous  credits   6, 150.  77 


4,  473,  713.  60 


Total   ___  ___  4,  535, 478.  93 


Debits: 

Net  debit  balances  transferred  from  Income  for  periods  Sep- 
tember 11,  1900  to  November  30,  1897,  and  December  1, 
1902  to  date  of  valuation   868, 354. 08 

Delayed-lncome  debits — 

Railway  tax  accruals.  _   $1, 676. 66 

Interest  on  funded  debt   870, 980. 00 

Contributions  from  other  companies   34, 954. 54 


Miscellaneous  debits- 
Debits   resulting   from  adjustments  re- 
quired  to    write    off   Investment  in 

securities  considered  worthless   20, 998. 00 

Transfer  of  credit  balance  in  profit  and 
loss  account  to  credit  of  road  and  equip- 
ment investment  account  as  of  Decem- 
ber 31,  1902     212,  479. 34 

Debit  resulting  from  adjustment  writing 
down  balance  in  the  road  Investment  ac- 
count, as  of  October  31,  1915;  amount 
credited  to  road  and  equipment  invest- 
ment account    8,025,707.98 

Other  miscellaneous  debits   348.33 


907,  f>91.  20 


3, 259.  5.H3.  63 


Total   4,  535,  478. 03 

Balance  as  of  date  of  valuation   None. 

An  examination  showed  that,  under  the  present  classification  of  accounts, 
certain  items  included  In  other  accounts  would  be  includible  in  the  profit  and 
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loss  accounts,  and  that  other  Items  recorded  therein  should  be  eliminated  from 
the  Port  Townsend  Southern  accounts,  as  detailed  below: 

Net  debit  Items  transferable  from  other  accounts  to  the  profit  and 
loss  account: 
Debits- 
Transferable  from  debits  to  road  and  equipment  in- 


DLscount  on  funded  debt  issued  and  reacquired  and 

retired  prior  to  date  of  valuation   $912, 000. 00 

Surveys  for  abandoned  line   14, 688. 12 

Transferable  through  income  account,  as  mentioned  there- 
under   802. 26 


926. 840. 88 

Credits  transferable  through  income  account,  as  mentioned 
thereunder   1, 600. 00 

Net  debit  items       025,340.88 

Debit  items  entered  In  the  profit  and  loss  account  which  should 
be  eliminated  from  the  accounts — 
Transfer  of  credit  balance  in  the  profit  and  loss  account  to 
credit  of  road  and  equipment  investment  account  as  of 

December  31,  1902   _  _  212,479.84 

Debit  resulting  from  adjustment  writing  down  balance  in  the 
road  Investment  account,  as  of  October  31,  1916   8, 025, 707. 98 

Total  debit  items   3, 238, 187. 32 


If  the  profit  and  loss  accounts  were  adjusted  to  the  extent  indicated  above, 
and  if  all  items  then  in  the  accounts  were  taken  at  their  recorded  values,  there 
would  result  a  profit  and  loss  credit  balance  of  82,312,846.94  as  of  date  of 
valuation. 

However,  this  adjusted  credit  balance  should  be  materially  reduced  by  a 
further  adjustment  on  account  of  discount  on  capital  stock.  The  Port  Town- 
send  Southern  recorded  discount  of  $2,119,538.14  in  Issuing  $3,000,000  par 
value  of  its  capital  stock,  and  charged  this  discount  to  the  road  and  equipment 
investment  account.  Under  the  present  classification  of  accounts,  this  charge 
should  have  been  entered  in  balance  sheet  account  Discount  on  Capital  Stock, 
with  the  option  of  transferring  a  portion  or  all  of  such  amount  to  the  income 
or  profit  and  loss  accounts.  Upon  the  reacquirement  by  the  company  of 
$2,476,000  par  value  of  the  stock  issued,  the  portion  of  the  unadjusted  dis- 
count applicable  to  the  shares  of  stock  reacquired  should  have  been  trans- 
ferred from  the  discount  on  capital  stock  account  to  the  profit  and  loss  account. 
The  charges  covering  discount  on  capital  stock  that  would  be  includible  in  the 
income  and  profit  and  loss  accounts  on  date  of  valuation  have  not  been 
ascertained. 

Dividends.— The  Port  Townsend  Southern  has  not  declared  any  dividends 
on  its  capital  stock  to  date  of  valuation. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  investment  of  the  Port  Townsend  Southern  in  road  and  equipment, 
including  land,  on  date  of  valuation  is  stated  in  its  books  at  $624,000,  of  which 
the  following  is  a  general  analysis : 
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For  property  acquired  by  purchase  from  Tbe  Olyrapla  &  Chehalis 
Valley  Railroad  Company,  line  Olympia  to  Tenino,  capital  stock 
of  the  vendor  of  undetermined  par  value  acquired  through  the 
Oregon  Improvement  Company  at  a  recorded  cost  in  open  ac- 
count of  $232,085.60,  canceled  at  value  of   $232,035.60 

For  road  and  equipment  acquired  under  contract  from  the  Oregon 
Improvement  Company,  nonnegotiable  debt  Incurred  to  tbe 
Oregon  Improvement  Company,  covering  recorded  money  outlay 


by  that  company  for — 

Construction,  Port  Townsend  to  Quilcene  $685, 119. 93 

Construction  of  extension  and  Improvements  to 

line,  Olympia  to  Tenino   120, 621. 19 

Equipment        78,  551. 92 

  884,293.04 

For  additions  and  betterments,  recorded  money  out- 
lay: 
Road- 
Line,  Port  Townsend  to  Quilcene   1,062.78 

Line.  Olympia  to  Tenino   3, 944. 13 

Equipment  _  _  6, 437.  67 

  11,444.58 


Total  of  the  above  items   1, 127, 773. 22 

Less  separately  recorded  retirements: 
Road — 

Line,  Port  Townsend  to  Quilcene   8,639.40 

Line,  Olympia  to  Tenino   1, 653. 75 

Equipment     22, 939. 06 


Road  and  equipment,  not  separable,  represent- 
ing cash  proceeds  from  sale  of  entire  line, 
Olympia  to  Tenino,  including  certain  equip- 
ment, to  the  Northern  Pacific  Railway  Com- 


pany on  June  25,  1914     875, 000. 00 

  403,232.21 


Net  of  the  above  items   724,541.01 

Other  items,  not  in  accordance  with  the  present 
classification  of  accounts,  net  credits : 

Transferable  to  balance  sheet  account  Dis- 
count on  Capital  Stock,  or  to  other 
accounts,    discount    on    capital  stock 

issued   $2,119,538.14 

Transferable  to  profit  and  loss  account — 

Discount  on  funded  debt  issued   912,000.00 

Surreys  for  line  between  Quilcene  and 

Olympia,  project  abandoned   14,538.13 

Transferable  to  deductions  from  gross 
income,  interest  in  connection  with  pur- 
chase of  tide  lands  In  Olympia   802.26 

Total  charges   8,046,378.52 
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Credits,  Items  which  should  be  omitted  from  the 
accounts : 

Transfer  of  credit  balance  in  the  profit  and 
loss  account  to  credit  of  road  and  equipment 
investment  account,  as  of  December  31,  1002        $212, 479. 84 

Adjustment  of  balance  in  road  investment 
account,  as  of  October  81,  1915,  by  charge  to 
the  profit  and  loss  account   8, 026, 707. 98 

Transfer  of  credit  balance  in  equipment  de- 
preciation accounts  to  the  road  and  equip- 
ment investment  account,  as  of  September 
80,  1915     8,732.21 


Total  credits   3,  246, 919. 53  $200,  541. 01 


Total  recorded  as  of  date  of  valuation   524, 000. 00 

If  the  "other  items  "  set  out  in  the  above  general  analysis  were  eliminated 
from  the  road  and  equipment  investment  account,  and  if  all  the  items  then 
remaining  were  taken  at  their  recorded  values,  the  balance  in  the  road  and 
equipment  investment  account  would  be  increased  by  $200,541.01,  or  to 
$724,541.01.  The  balance  in  the  road  and  equipment  investment  account,  if 
adjusted  to  the  above  extent,  so  far  as  it  is  resolvable  into  the  kinds  of  con- 
siderations, would  comprise  the  following  classes  of  recorded  outlay. 

Capital  stock  of  predecessor  acquired  and  canceled  at  recorded 

cost  of  $282,035.60 

Nonnegotiable  debt  incurred   884,293.04 

Recorded  money  outlay   11,444.58 


From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent — 

Sale  of  line,  with  certain  equipment,  for  proceeds  of   375, 000.00 

Other  property  retired,  credited  at   28, 232. 21 

It  has  not  been  ascertained  what  amount  of  equipment,  If  any,  was  acquired 
in  the  purchase  of  the  property  of  The  Olympia  &  Chehalis  Valley  Railroad 
Company.  Further,  the  cost  of  equipment  transferred  to  the  Northern  Pacific 
Railway  Company  on  June  25,  1914,  has  not  been  ascertained  separately  from 
the  cost  of  equipment  retained  by  the  Port  Townsend  Southern.  For  these 
reasons  it  has  not  been  determined  whether  further  adjustment  of  the  ac- 
count should  be  made  on  account  of  the  sale  of  the  line  from  Olympia  to 
Tenino,  together  with  certain  equipment,  on  June  25,  1914.  The  accounts  do 
not  indicate  that  any  adjustment  of  the  road  and  equipment  investment  account 
was  made  on  account  of  the  abandonment  in  1894  of  the  extension  constructed 
between  Olympia  and  Butler's  Cove. 

The  foregoing  statement  of  outlays  may  include  some  or  all  of  the  unde- 
termined cost  of  noncarrler  lands.  The  Port  Townsend  Southern  has  made 
no  charge  to  the  miscellaneous  physical  property  account  for  such  lands.  The 
cost  of  land  classified  herein  as  noncarrier  is  reported  by  the  Port  Townsend 
Southern  at  $2,001.50,  which  amount  is  not  supported  by  the  accounts. 

ORIGINAL  COST  TO  DATS 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  Port  Townsend  Southern  and  used  for  common-carrier  purposes,  has 
not  been  definitely  ascertained.  The  Port  Townsend  Southern  acquired  about 
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15  miles  of  road  by  purchase  from  The  Olympla  ft  Chehalis  Valley  Railroad 
Company.  It  Is  not  known  what  amount  of  equipment,  If  any,  was  obtained  In 
connection  with  the  purchase  of  this  road.  The  records  of  the  vendor  or  its 
predecessor,  were  not  obtained  for  examination,  and  no  Information  can  be 
given  respecting  their  outlays  for  property.  The  available  data  on  the  outlays 
by  the  Oregon  Improvement  Company  and  by  the  Port  Townsend  Southern 
for  creating  the  remaining  30  miles  of  road  acquired  by  the  latter  company,  for 
equipment,  and  for  improvements  to  the  entire  road,  are  as  follows : 


By  the  Oregon  Improvement  Company,  recorded  money  outlay  $884,293.04 

By  the  Port  Townsend  Southern,  recorded  money  outlay   11, 444. 68 


From  which  should  be  deducted  whatever  portions,  not  defi- 
nitely determinable,  of  the  above  outlays  represent — 

Sale  of  line,  with  certain  equipment,  for  proceeds  of   875, 000. 00 

Other  property  retired,  credited  at   28,232.21 

The  Port  Townsend  Southern  has  abandoned  about  3  miles  of  its  con- 


structed road,  and  has  sold  the  15  miles  acquired  by  purchase,  together  with 
certain  equipment  The  foregoing  data  are  separable,  in  part,  between  those 
applying  to  property  owned  on  date  of  valuation  and  those  applying  to  property 
sold  or  abandoned,  as  detailed  below: 

For  construction  of  and  improvements  to  the  line,  Port  Townsend 


to  Qullcene,  now  owned  by  the  Port  Townsend  Southern,  re- 
corded money  outlay  $886,182.71 

From  which  should  be  deducted  whatever  portion,  not  defi- 
nitely determinable,  of  the  above  outlays  represents  property 
retired,  credited  at    8, 639. 40 


For  Improvements  to  the  line  Olympla  to  Tenlno,  which  was  sold 
for  construction  of  the  extension  which  was  abandoned ;  and  for 
improvements  to  the  line  and  extension,  recorded  money  outlay.   124, 565. 32 


From  which  should  be  deducted  whatever  portion,  not  defi- 
nitely determinable,  of  the  above  outlays  represents  property 

retired,  credited  at   1, 653. 75 

For  equipment,  a  portion  of  which  was  sold  with  the  line,  Olympla 
to  Tenlno,  and  a  portion  of  which  is  now  owned  by  the  Port 

Townsend  Southern,  recorded  money  outlay  $84,989.  59 

From  which  should  be  deducted  whatever  portion,  not  definitely 
determinable,  of  the  above  outlays  represents  equipment 
retired,  credited  at   22, 939. 00 


The  above  does  not  include  any  credits  on  account  of  the  abandonment  of 
the  3-mile  extension.  The  investment  In  road  and  equipment  was  credited 
with  $.375,000,  which  represented  the  cash  received  from  the  sale  of  15  miles 
of  road  with  certain  equipment.  This  adjustment  applied  In  part  to  the 
recorded  Investment  In  purchasing  the  road  from  the  predecessor  company. 
The  foregoing  statement  of  outlays  may  include  some  or  all  of  the  undeter- 
mined cost  of  noncarrier  lands.  The  Port  Townsend  Southern  has  made  no 
charge  to  the  miscellaneous  physical  property  account  for  such  binds.  The 
cost  of  land  classified  herein  as  noncarrier  is  reported  by  the  Port  Townsend 
Southern  at  $2,001.50,  which  amount  is  not  supported  by  accounts.  Besides 
the  aboTe,  the  Port  Townsend  and  Puget  Sound  Railway,  lessee,  has  recorded 
certain  outlays  stated  to  be  Improvements  on  the  Port  Townsend  Southern's 
property.  Further  details  are  given  in  the  section  on  improvements  on  leased 
railway  property  in  the  report  on  the  lessee. 
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Cost  of  lands.— The  Port  Town  send  Southern  reports  amounts  aggregating 
$17,319.70  as  the  outlays  by  itself  or  its  predecessors  in  connection  with  lands 
owned  by  it  on  date  of  valuation,  Including  noncarrier  lands.  A  verification 
of  the  amounts  indicates  that  the  reported  outlays  should  be  reduced  by 


$2,152.40,  as  detailed  hereunder: 

Additions,  recording  fees  omitted   $91. 60 

Deductions : 

Reported  amount  for  land  upon  which  an  industrial  track  is  laid-  1. 00 

Reported  amount  for  land  not  identified    _._  2.00 

Nominal  deed  considerations  not  paid   85.00 

Amounts  duplicated   2,208.00 

2,244.00 

Net  total  deductions    2. 152.  40 


The  returns  made  by  the  Port  Townsend  Southern  Include  certain  lands 
for  which  merely  nominal  deed  considerations  are  reported;  certain  lands  for 
which  no  considerations  are  reported;  certain  lands  acquired  by  adverse 
possession;  and  certain  lands  acquired  by  condemnation  for  which  costs  are 
not  ascertainable.  The  amounts  reported  by  the  Port  Townsend  Southern  as 
costs  for  the  remaining  lands  owned,  after  making  the  changes  noted  above, 
are  made  up  in  part  of  costs  supported  by  accounting  records  and  in  part 
of  substantial  considerations  named  in  deeds,  which  are  reported  as  costs 
but  are  not  supported  by  accounting  records.  These  amounts  classified  accord- 
ing to  the  classification  herein  of  the  lands  to  which  they  apply,  are  summarized 
as  follows: 


Classification 

Costs  sup- 
ported by 
accounts 

Amounts 
not  sup- 
ported by 

Lands  classified  as  carrier,  owned  but  leased  to  the  Port  Towiwnd  and  Paget 

$1,067 

$1^098.80 
2,001.60 

All  of  the  foregoing  lands  are  located  in  the  State  of  Washington. 


Cost  of  machinery  and  equipment.— The  Port  Townsend  Southern  reports 
that  it  owns  six  units  of  equipment  and  two  roadway  machines,  with  costs 
aggregating  $10,568.    A  verification  of  the  returns  indicates  that  the  costs 


should  be  reduced  by  $3,774,  as  detailed  below: 

Description 

Units 

Amount 

Additions,  freight-train  can,  four  emits  Inventoried,  irbflo  only  three 
the  company.   The  cost  of  additional  unit  has  not  t>e*n  ascertains 

Deductions,  passinger-traln  cars,  one  unit  reported  Is  used  as  a  sectloi 
valuation  

were  reported  by 
i  bouse  on  date  of 

1 
1 

$3, 774 

After  making  the  changes  noted  above  and  classifying  the  returns  accord- 
ing to  the  classification  herein  of  the  property  to  which  they  apply,  the 
revised  returns  are  summarized  as  follows: 
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Classification 

Units 

f 1       >■  sun 

ivOsts  sup* 
ported  by 
accounting 
records 

AmotinU 

1  m  at  A/f 

Oj  i  no 

company 

2 

we 

Equipment: 

1 
3 
1 
1 

S3. 000 

lt738 

Freight-train  can  



2,000 

« 

4000 

1.738 

In  addition  certain  shop  machinery  has  been  Inventoried  as  owned  by  the 
Port  Townsend  Southern.  The  cost  of  this  machinery  was  not  reported  and  has 
not  been  ascertained. 


MI8CEXLANFOUB  PHYSICAL  PROPERTY 

The  accounts  of  the  Port  Townsend  Southern  do  not  record  an  investment 
In  miscellaneous  physical  property  on  date  of  valuation. 

However,  certain  land  owned  by  the  Port  Townsend  Southern  has  been 
classified  herein  as  nonearrier.  The  Port  Townsend  Southern  reports  the 
cost  of  this  land  at  $2,001.50,  but  the  amount  is  not  supported  by  the  accounts. 

AIDS,  OUTS,  GRANTS,  AND  DONATIONS 

The  Port  Townsend  Southern  reports  that  it  received  from  various  parties 
certain  aids  and  gifts  of  land  and  certain  cash  donations,  but  gave  no  further 
information.  Examination  of  the  accounts  of  the  Port  Townsend  Southern 
reveals  credits  to  its  profit  and  loss  account  aggregating  $49,830.26,  described 


as  donations,  as  detailed  below: 

Cash  received  as  donations  $16, 013. 15 

Land.-)  received  as  donations : 

Cash  proceeds  from  sales   60,  712. 57 

Interest   981.  83 

Lauds  exchanged  for  other  land,  recorded  at    60. 00 

Total  of  above  items   86, 767. 55 

Less  expenses  covering  services,  commission,  advertising,  taxes, 

and  other  items     36, 937. 29 

Net  of  above  Items.  •       49,830.26 


The  Port  Townsend  Southern  wrote  off  its  open-account  Indebtedness  to  the 
Oregon  Improvement  Company,  recorded  at  $240,282.92.  as  of  June  30,  1898. 
The  particulars  in  regard  to  the  cancellation  of  this  liability  were  not  obtained. 
The  report  of  the  Port  Townsend  Southern  upon  the  cost  of  Its  lands  states 
that  certain  parcels  were  acquired  by  it  or  its  predecessors  through  deeds 
that  recite  merely  nominal  considerations  or  through  deeds  that  do  not  recite 
considerations.  Since  the  records  do  not  indicate  that  any  actual  payment 
was  made  in  the  acquisition  of  these  parcels,  they  have  been  herein  designated 
as  apparent  aids. 

LEASED  RAILWAY  PROPERTY 

The  entire  railroad  property  of  the  Port  Townsend  Southern  Ir  exclusively 
operated  on  date  of  valuation  by  the  Port  Townsend  and  Puget  Sound  Ball- 
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way  Company  under  a  15-year  lease  dated  May  8,  1014,  effective  Jane  1,  1014. 
The  term 8  of  the  lease  are  given  in  the  chapter  on  leased  railway  property 
in  the  report  on  the  lessee. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  Port  Town  send  Southern,  as 
of  date  of  valuation,  is  as  follows : 

ASSETS 

Investments,  investment  in  road  and  equipment  $524, 000 

LIABILITIES 

Stock,  capital  stock   524, 000 

Predecessor  Companies 

The  Olympia  &  Chehalis  Valley  Railroad  Company,  Predkcessor  or  the 
Port  Townsend  Southern,  Formerly  Named  Thurston  County  Railroad 
Construction  Company,  and  Olympia  Railroad  Union,  Predecessor  of  The 
Olympia  &  Chehalis  Valley  Railroad  Company 

No  accounting  records  of  the  above-named  companies  were  obtained  for  ex- 
amination, therefore,  no  Information  can  be  given  from  their  accounts  regarding 
their  financial  dealings,  corporate  operations,  or  investments.  The  information 
given  below  was  obtained  from  other  record*.  The  Olympia  Railroad  Union  on 
July  28,  1877,  transferred  its  property,  consisting  of  a  small  amount  of  right  of 
way.  to  the  Thurston  County  Railroad  Construction  Company,  which  later 
changed  its  name  to  The  Olympia  &  Chehalis  Valley  Railroad  Company.  The 
Olympia  &  Chehalis  Valley  Railroad  Company  on  June  2,  1801,  date  of  sale  of 
its  property  to  the  Port  Townsend  Southern,  owned  about  15  miles  of  road 
located  in  Washington,  extending  from  Olympia  to  Tenino.  It  acquired  this 
property  partly  through  purchase  from  the  Olympia  Railroad  Union,  as  men- 
tioned above,  and  partly  through  construction  during  the  years  1877  and  1878. 
It  operated  this  property  with  its  own  organization  from  1878  until  September 
11,  1800,  when  It  was  taken  over  by  the  Port  Townsend  Southern. 

APPENDIX  3 

ANALYSIS  OF  METHODS  FOR  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies ;  second,  the  cash  necessary 
to  pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to 
the  time  when  the  revenues  from  that  service  are  available ;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  ampty  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  Incurred  for  the  service  within  that 
particular  iieriod,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses  which 
has  been  collected,  has  reached  the  treasury,  and  has  become  available  for 
paying  bills. 
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It  is  Immaterial  whether  this  fund  for  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return  on 
the  property. 

A  practical  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating  ex- 
penses will  be  the  men  sure  of  the  cash  working  capital  actually  used  to  meet 
expenses  In  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and  sup- 
plies. The  factors  affecting  cash  working  capital  are  as  follows :  The  relative 
amount  of  revenue  from  the  various  classes  of  service ;  the  elapsed  time  from 
the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the  revenues 
for  the  service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty 
cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the  time  the 
receipts  are  In  transit  to  the  treasury,  and,  for  freight  with  charges  collected 
at  destination,  in  addition,  the  time  for  movement  under  load,  the  time  con- 
sumed in  unloading,  and  the  credit  period  for  payment  of  charges,  the  relative 
amount  of  operating  expenses  for  various  purposes ;  and  the  elapsed  time  from 
the  beginning  of  the  accrual  of  such  respective  expenses  to  the  time  when  they 
must  be  paid.  The  factors  in  most  cases  represent  the  experience  of  all  Glass  I 
carriers  and  in  a  few  cases  consist  of  specially  assembled  data  from  the 
experience  of  territorially  scattered  carriers  that  represent  over  40  per  cent 
of  the  operating  expenses  of  all  Class  I  carriers.  For  material  and  supplies, 
consideration  has  been  given  to  the  average  book  value  of  the  stock  carried 
by  all  Class  I  and  Class  II  carriers  on  June  30  for  the  years  1914-1916,  and 
to  the  fact  that  some  part  of  this  stock  is  held  for  additions  and  betterments 
and  new  construction  and  that  some  part  represents  more  or  less  obsolete 
material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital  Including  cash  advanced  to  antici- 
pate revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and  sup- 
plies, is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors 
applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and  loaded 
car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues  from 
each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  Included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  In  hand  because  of  various  causes  other  than 
those  lying  in  the  performance  of  common-carrier  service  must  be  considered 

1181.  C.  C. 


Digitized  by  Google 


390 


INTERSTATE  COMMERCE  COMMISSION  REPORTS 


for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those  of  a 

common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's  com 
mon-carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  on  hand.  In  such  cases,  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  hand. 

There  is  no  material  and  supplies  and  the  cash  on  hand  on  date  of  valuation 
is  less  than  the  average  amount  that  would  be  found  by  the  above  method. 
Accordingly,  it  is  found  that  the  working  capital  owned  and  used  by  the 
carrier  for  common-carrier  operations  on  date  of  valuation  is  $700. 
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Valuation  Docket  No.  172 
ROCK  ISLAND-FRISCO  TERMINAL  RAILWAY  COMPANY 


Submitted  November  2,  1925.   Decided  September  17,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Rock  Island- 
Frisco  Terminal  Railway  Company,  owned  and  used,  found  to  be  $2,140,250 
as  of  June  30,  1915,  of  the  property  used  but  not  owned,  $125,456,  and  of  the 
property  owned  but  not  used,  leased  to  the  St.  Louis  Merchants  Bridge 
and  Terminal  Company,  $20,207. 

W.  F.  Peter  and  A.  R.  Williams  for  the  Rock  Island-Frisco  Ter- 
minal Railway  Company. 

Report  or  the  Commission 

Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 

Bt  Division  1 : 

By  our  order  of  November  4,  1921,  entered  in  this  proceeding, 
we  completed  the  tentative  valuation,  as  of  June  30,  1915,  of  the 
property  of  the  Rock  Island-Frisco  Terminal  Railway  Company, 
hereinafter  called  the  carrier.  Notice  thereof  was  duly  given  to  the 
carrier  and  other  interested  parties.  The  carrier  filed  a  protest 
within  the  statutory  period  and  a  hearing  has  been  had.  No  briefs 
were  filed  or  oral  argument  made. 

The  carrier  is  a  Missouri  corporation  controlled  by  the  Chicago, 
Rock  Island  and  Pacific  Railway  Company  and  the  St.  Louis-San 
Francisco  Railway  Company  through  ownership  of  60  and  40  per 
cent,  respectively,  of  the  outstanding  capital  stock.  On  the  date  of 
valuation  its  property  consisted  of  real  estate,  trackage,  warehouses, 
depot  buildings,  and  other  terminal  facilities  in  three  separate  yards 
at  St.  Louis,  Mo.  Its  mileage  included  10.517  miles  of  yard  tracks  and 
sidings  in  North  St.  Louis  yard,  0.997  mile  in  Le  Baume  Street  yard, 
and  1.465  miles  in  the  Biddle  Street  yard,  thus  embracing  12.979  miles 
of  all  tracks  owned.  It  receives  no  railway  operating  revenue  and 
its  operating  expenses  and  fixed  charges  are  paid  by  the  tenant  com- 
panies. Further  details  as  to  the  location,  description,  organization, 
and  history  of  the  carrier's  property  are  given  in  the  order  entered 
herein. 

The  carrier's  protest  was  in  part  of  a  general  nature  directed  against 
the  methods,  rules,  and  principles  employed  by  us  in  the  valuation 
of  its  property.  General  objections  of  a  like  character  have  been  con- 
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sidered  by  us  in  previous  valuation  proceedings.  The  matters  spe- 
cifically protested  which  were  supported  by  testimony  will  be  here- 
inafter discussed  and  considered. 

COST  OF  REPRODUCTION  NBW 

Engineering. — Carrier  contends  that  $26,686  should  be  included  for 
engineering,  based  on  4.7  per  cent  of  the  total  cost  of  reproduction 
new  of  all  road  accounts  except  Engineering  and  Land.  We  esti- 
mated engineering  cost  at  4  per  cent  of  the  cost  of  reproduction  new 
of  the  same  accounts,  or  $21,389.  The  carrier's  estimate  of  4.7  per 
cent  was  based  upon  the  costs  for  engineering  as  shown  in  an  exhibit 
covering  six  projects  with  which  its  witness  was  familiar.  None  of 
these  projects  covered  terminal  property  comparable  with  that  of 
the  carrier.  Carrier's  witness  took  the  position  that  the  percentage 
for  engineering  on  line  construction  of  the  character  covered  by  the 
exhibit  would  be  lower  than  in  the  case  of  terminal  property  for  the 
reason  that  in  line  construction  heavy  cuts  and  fills  involving  large 
percentages  of  classified  material  are  encountered,  whereas  terminals 
are  usually  constructed  in  flat  country  involving  a  minimum  of 
grading  with  little  classified  material.  One  of  our  engineers  testified 
with  respect  to  engineering  costs  on  terminal  property  and  called 
attention  to  the  fact  that  the  cost  of  reproduction  of  the  carrier's 
property  included  architect's  fees  as  a  part  of  the  cost  of  station  and 
office  buildings,  shops,  and  engine  houses,  amounting  to  approxi- 
mately 1  per  cent  of  the  road  accounts.  The  amount  to  be  found  for 
engineering  is  independent  of  the  sums  included  in  the  building 
accounts  for  architect's  fees.  The  testimony  submitted  by  the  carrier 
does  not  support  a  higher  percentage  for  engineering  than  we  have 
used  in  our  estimate  of  cost  and  reproduction. 

BaUatt.— In  the  estimate  of  cost  of  reproduction,  cinder  ballast  was 
priced  at  22  cents  per  cubic  yard,  and  sand  ballast  at  29  cents  per 
cubic  yard. 

The  carrier  contends  that  these  prices  should  be  increased  to  35 
cents  per  cubic  yard  for  cinders  and  40  cents  per  cubic  yard  for  sand. 
Testimony  was  introduced  to  show  that  cinders  were  acquired  during 
the  pricing  period  by  purchase  from  local  industrial  plants  at  an 
average  price  of  10  cents  per  cubic  yard.  The  normal  price  for 
switching  service  to  the  line  of  the  carrier  of  cars  holding  about  30 
cubic  yards  was  $3  per  car.  The  handling  charge,  loading  and 
unloading,  the  carrier's  witness  testified  to  be  15  cents  per  yard. 
The  carrier  submitted  copies  of  vouchers  showing  large  purchases  of 
sand  ballast  at  23  cents  a  yard.  The  switching  charges  on  sand 
were  $3  per  car  of  43  yards,  or  7  cents  per  yard.  The  same  handling 
charge  of  15  cents  per  yard  was  applicable. 
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While  the  original  cost  to  the  carrier  during  the  pricing  period 
is  not  conclusive  in  finding  the  cost  of  ballast  in  reproduction  new, 
it  is  of  value  for  purposes  of  comparison.  We  find  that  in  this 
instance  cinder  ballast  on  reproduction  would  be  purchased  from 
sources  off  the  carrier's  line,  which  would  make  necessary  a  haulage 
charge.  The  record  supports  the  conclusion  that  the  unit  price  for 
cinders  in  reproduction  new  should  be  25  cents  per  cubic  yard,  and 
for  sand  35  cents  per  cubic  yard.  The  cost  of  reproduction  will  be 
modified  accordingly. 

Tracklaying  and  surfacing. — The  cost  of  reproduction  new  in- 
cludes $25,126  for  tracklaying  and  surfacing.  The  carrier  pro- 
tested that  this  should  be  increased  to  $33,960  by  the  application  of 
$1,400  per  mile  for  laying  and  surfacing  rail  up  to  70  pounds  and 
$1,450  for  the  heavier  rail,  in  the  place  of  $870  and  $895,  respectively. 
At  the  hearing,  however,  it  offered  evidence  to  support  a  price  of 
$1,175  for  all  rail,  $75  of  which  was  included  as  material-yard 
charges.  Such  a  charge  should  not  be  included  with  tracklaying 
and  surfacing  but  with  the  price  applied  to  the  material.  An  ex- 
hibit was  introduced  showing  the  cost  of  tracklying  and  surfacing 
on  six  projects  totaling  758  miles  of  road.  Five  of  these  projects 
were  in  Texas  and  one  was  in  southwestern  Kansas.  No  detail  data 
accompanied  this  exhibit  which  would  permit  of  an  analysis  of  the 
costs  to  ascertain  whether  or  not  the  costs  included  were  comparable 
with  those  included  in  the  price  applied  in  the  tentative  valuation. 
Our  decisions  in  other  cases  have  fully  set  out  the  method  used  in  our 
determination  of  the  reproduction  cost  of  tracklaying  and  surfacing, 
and  need  not  be  repeated  here.  The  carrier  has  not  pointed  out 
any  unusual  conditions  which  would  increase  the  cost  of  tracklaying 
and  surfacing  over  our  estimate.  We  are  of  the  opinion  that  the 
prices  applied  for  this  account  do  full  justice  and  they  are  approved. 

The  carrier  protests  that  the  price  of  $20  each  applied  for  in- 
stalling turnouts  is  inadequate.  We  find  that  this  price  is  not 
supported  by  costs  incurred  by  other  carriers  for  doing  this  work  and 
is  not  comparable  with  prices  we  have  applied  on  other  roads  for 
similar  work  in  the  same  territory.  The  engineering  report  will  be 
modified  so  as  to  include  a  price  of  $30  for  this  item. 

Assessments  for  ptMie  improvements. — The  carrier  protests  the 
omission  of  $3,580  paid  by  it  as  assessments  for  public  improve- 
ments. These  assessments  were  for  paving,  sewers,  etc.,  and  were 
charged  against  the  land  benefiting  therefrom.  It  has  not  been 
shown  that  these  improvements  were  on  the  carrier's  property.  The 
carrier's  property  is  being  reproduced  as  found  on  the  date  of 
valuation  and  the  value  of  its  land,  based  on  the  value  of  adjacent 
similar  land,  reflects  the  benefits  of  these  same  improvements. 
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COST  OF  REPRODUCTION   LESS  DEPRECIATION 

The  carrier  protests  the  methods,  rules,  and  principles  applied 
in  determining  the  cost  of  reproduction  less  depreciation.  Similar 
objections  have  been  considered  by  us  in  previous  valuation  proceed- 
ings and  have  not  been  sustained. 

The  carrier's  witness  contended  that  there  should  be  no  deduc- 
tion for  depreciation  in  the  case  of  ballast  for  the  reason  that  all 
of  the  material  that  was  inventoried  as  ballast  was  functioning*  as 
ballast  on  date  of  valuation  and  would  continue  so  as  long  as  it 
remained  in  the  ballast  section.  This  witness  also  contended  that 
the  estimates  of  depreciation  of  buildings,  which  averaged  19  per 
cent  of  all  structures  of  this  kind  included  in  the  inventory,  should 
not  exceed  an  average  of  12  per  cent.  This  estimate  was  based  on 
the  witness's  information  as  to  the  age  of  the  buildings.  No  testi- 
mony was  offered  with  respect  to  the  condition  on  date  of  valua- 
tion of  any  of  these  structures.  We  find  nothing  in  the  carrier's 
testimony  to  support  any  change  in  the  cost  of  reproduction  less 
depreciation. 

LAND 

The  carrier's  contentions  for  changes  in  unit  prices,  areas,  and 
classification  of  lands  were  referred  to  a  conference  composed  of 
the  carrier's  representatives  and  our  land  appraisers.  Agreements 
were  reached  as  set  forth  in  stipulations  filed  with  the  record  in 
this  case.  By  these  stipulations  it  has  been  agreed  with  respect  to 
lands  owned  and  used  by  the  carrier  that  the  unit  price  of  $3  per 
square  foot  for  certain  parcels  in  St.  Louis  aggregating  166,848 
square  feet  should  be  increased  to  $4.50  per  square  foot,  and  that  the 
unit  price  of  $2  per  square  foot  for  171,297  square  feet  should  be 
increased  to  $2.85.  It  is  further  agreed  that  an  area  of  0.37  acre  of 
land  in  St.  Louis,  owned  by  the  Terminal  Railroad  Association  of 
St.  Louis  and  used  by  the  carrier,  should  be  increased  to  0.38  acre, 
and  that  the  unit  price  of  $3  per  square  foot  should  be  increased  to 
$4.50  per  square  foot  to  correspond  with  the  price  applied  to  similar 
land  owned  by  the  carrier  in  the  same  location.  The  value  of  non- 
carrier  land  in  St.  Louis  included  in  the  land  report  at  $87,076, 
including  improvements,  would  be  increased  by  these  stipulations  to 
$130,489  by  applying  the  same  unit  price  as  is  used  for  the  carrier 
land  owned  and  used.  The  result  of  these  proposed  changes  would 
be  to  increase  the  present  value  of  the  lands  owned  and  used  by 
$395,874,  of  the  land  used  but  not  owned  by  $42,563,  and  of  non- 
carrier  land  by  $43,413.  We  have  examined  these  stipulations  and 
the  resulting  changes  in  the  land  report  are  approved. 
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The  estimates  of  original  and  present  cost  of  condemnation  and 
damages,  or  of  purchase  of  lands  in  excess  of  such  original  cost  or 
present  value  contained  in  the  tentative  report,  will  be  omitted  from 
the  order  now  to  be  entered  for  the  reason  that  the  valuation  act  has 
been  so  amended  as  no  longer  to  require  us  to  report  this  information. 

WORKING  CAPITAL 

In  determining  the  amount  of  working  capital  necessary  for  the 
operation  of  the  carrier  property  the  cash  actually  on  hand  on 
date  of  inventory,  $106,781,  was  included  in  the  tentative  valuation 
as  working  capital.  From  evidence  produced  at  the  hearing,  it 
appears  that  this  sum  was  almost  wholly  in  excess  of  the  actual 
needs  of  the  easier  for  operating  purposes.  It  included  large  sums 
accumulated  to  meet  interest  on  bonds  and  for  other  nonoperating 
demands.  Upon  consideration  of  the  conditions  existing  at  date 
of  inventory  it  appears  that  very  little  cash  working  capital  would 
be  required  by  the  carrier.  The  carrier  obtains  its  materials  and 
supplies  for  maintenance  and  operation  largely  by  purchases  cur- 
rent with  its  needs  and  therefore  carried  only  a  small  investment 
in  such  property.  Based  upon  the  testimony  of  one  of  our  account- 
ants, who  had  made  a  study  of  the  carrier's  requirements  for  work- 
ing capital  from  such  information  as  was  available,  we  are  of  the 
opinion  that  $7,250  is  a  reasonable  amount  to  include  for  working 
capital.  The  tentative  valuation  will  be  modified  accordingly.  The 
remainder  of  the  cash  on  hand  on  valuation  date,  $99,531,  will  be 
considered  as  property  held  for  noncarrier  purposes. 

FINAL  VALUE 

The  carrier's  investment  in  road  and  equipment  including  land, 
as  shown  by  its  books  on  date  of  valuation,  was  $3,876,681.16.  The 
original  cost  to  date  of  the  property  was  $2,595,128.29,  which  sum, 
however,  includes  $441,105.48  of  the  cost  of  lands,  parts  of  which 
are  serving  noncarrier  purposes.  The  original  cost  to  date  of  valua- 
tion of  all  lands,  carrier  and  noncarrier,  was  $2,311,555.52,  leaving 
$283,572.77  as  the  cost  of  all  other  property. 

The  cost  of  reproduction  new,  exclusive  of  land,  is  found  to  be 
$593,169,  and  the  cost  of  reproduction  less  depreciation,  $501,519. 
We  have  determined  the  present  value  of  common-carrier  lands  to 
be  $1,542,009  for  lands  owned  and  used  for  common-carrier  purposes, 
$125,456  for  lands  used  but  not  owned,  and  $29,207  for  lands  owned 
but  not  used,  leased  to  the  St  Louis  Merchants  Bridge  and  Terminal 
Company. 
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The  authorized  capital  stock  was  $5,000,000,  $600,000  of  which  was 
issued  to  the  Frisco  Construction  Company  in  payment  for  the 
property,  and  by  it  transferred  to  the  Chicago,  Bock  Island  and 
Pacific  Railway  Company  and  the  St.  Louis- San  Francisco  Rail- 
way Company,  which  now  own  60  and  40  per  cent,  respectively,  of 
the  outstanding  shares.  The  issued  long-term  debt  consists  of 
$3,390,000  of  5  per  cent  gold  mortgage  bonds  due  January  1,  1927. 

We  find  that  the  value  for  rate-making  purposes  of  the  property 
of  the  carrier  owned  and  used  for  common-carrier  purposes,  includ- 
ing therein  $7,250  for  working  capital,  is  $2,140,250,  of  the  property 
used  but  not  owned,  $125,456,  and  of  the  property  owned  but  not 
used,  $29,207. 

An  order  will  be  entered  in  accordance  with  our  findings. 

Order 

Entered  September  17, 1926 

This  case  having  been  duly  heard  and  submitted  by  the  parties, 
and  full  investigation  of  the  matters  and  things  involved  having  been 
had,  and  said  division  having,  on  the  date  hereof,  made  and  filed 
a  report  containing  its  conclusions  thereon,  which  report  is  hereby 
referred  to  and  made  a  part  hereof : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared 
to  be,  the  final  valuation  of  the  property  of  the  Rock  Island-Frisco 
Terminal  Railway  Company,  as  of  June  30,  1915 : 

Location  and  general-  deswiption  of  property. — The  property  of 
Rock  Island-Frisco  Terminal  Railway  Company,  hereinafter  called 
the  carrier,  consists  of  real  estate,  tracks,  warehouses,  depot  buildings, 
and  other  terminal  facilities  in  three  separate  yards  at  St.  Louis, 
Mo.  The  carrier  owns  10.517  miles  of  yard  and  side  tracks  in  North 
St  Louis  yard,  0.997  mile  in  LeBaume  Street  yard,  and  1.465  miles 
in  Biddle  Street  yard.  Its  road  thus  embraces  12.979  miles  of  all 
tracks  owned. 

Jointly  used  property. — The  carrier  has  no  jointly  owned  and 
used  property.  In  Appendix  2,  under  the  caption  Leased  Railway 
Property,  will  be  found  a  statement  showing  the  property  used 
jointly  with  other  companies  and  the  terms  of  the  use. 
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Corporate  history. — The  carrier  was  incorporated  on  April  9, 1900, 
under  section  1034  of  the  Revised  Statutes  of  Missouri  of  1899  for  a 
term  of  100  years.  The  purpose  of  the  corporation  as  stated  in  its 
articles  was  to  "  construct,  maintain,  and  operate  a  standard-gauge 
railroad  for  public  use  in  the  conveyance  o{  persons  and  property 
•  *  *  in  St.  Louis,  Mo.,  and  to  acquire  right  to  convey  its  trains 
over  the  Mississippi  River  by  use  of  what  is  known  as  the  Merchants' 
Bridge  and  to  construct,  own,  and  operate  certain  terminal  tracks  in 
St.  Clair  County,  Illinois."  The  incorporators  were  officers  or 
employees  of  the  St.  Louis-San  Francisco  Railway  Company. 

The  carrier  is  controlled  by  The  Chicago,  Rock  Island,  and  Pacific 
Railway  Company,  and  the  St.  Louis-San  Francisco  Railway  Com- 
pany through  ownership  of  60  and  40  per  cent,  respectively,  of  its 
outstanding  capital  stock.  Its  principal  office  is  located  at  St.  Louis. 

Under  present  agreements  the  owning  companies  and  Chicago  and 
Eastern  Illinois  Railroad  Company  have  the  right  of  use  of  the  prop- 
erty for  20  years  from  January  2,  1907,  with  equal  right  to  use  in 
common  with  each  other  and  with  all  railroad  companies  that  may 
hereafter  be  granted  similar  rights.  Each  tenant  company  operates 
its  own  trains.  The  carrier  operates  the  facilities  and  maintains  the 
tracks  in  the  LeBaume  and  Biddle  Street  and  the  North  St.  Louis 
yards,  the  cost  of  which  is  billed  monthly  against  the  tenant  com- 
panies. The  detailed  facts  as  to  the  development  of  the  fixed 
physical  property  are  given  in  Appendix  2. 

History  of  corporate  financing,  capital  stock,  and  long-term  debt. — 
The  carrier  has  issued  a  total  of  $3,890,000  in  stocks  and  in  bonds,  all 
of  which  was  outstanding  on  date  of  valuation.  Of  this  amount 
$500,000  is  in  capital  stock  and  $3,390,000  in  first-mortgage  bonds. 
The  purposes  for  which  the  capital  securities  were  issued  and  the 
apparent  considerations  received  therefor,  and  other  facts  pertinent 
to  the  capitalization  of  the  carrier,  are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  carrier.— The  result  of  the  corporate 
operations  of  the  carrier  from  March,  1907,  to  date  of  valuation  is 
stated  in  detail  in  Appendix  2,  and  is  summarized  as  follows : 

Operating  Income: 

Railway  operating  expenses  $1, 246, 842. 19 

Net  loss  from  railway  operations   1,246,342.19 

Railway  tax  accruals   114,444.83 

Total  operating  loss   1, 360, 786. 62 
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Nonoperatlng 

Joint-facility  rent  Income    $1,  438,  924.  70 

Miscellaneous  rent  income     59,067.66 

Income  from  unfunded  securities  and  accounts   3, 678.  42 

Miscellaneous  income  _  16.  80 


Total   1,502,287.68 


Gross  income   141, 601.  06 

During  this  period  rents  (chargeable  to  deductions  from  gross 
income)  amounted  to   85, 719. 70 


Resulting  in  amount  available  for  payment  of  Interest  and 
dividends  and  for  other  corporate  purposes  (chargeable  to 
deductions  from  gross  income  and  to  disposition  of  net  in- 

)).  of   105,781.36 


No  dividends  have  been  paid  by  the  carrier. 

General  balance  sheet.— The  general  balance  sheet  stated  by  the 
carrier  as  showing  its  financial  condition  on  date  of  valuation  follows : 


Investments,  Investment  In  road  and  equipment  $3, 876, 681. 16 

Current  assets: 

Cash  $106,682.31 

Special  deposits   100. 00 

Loans  and  bills  receivable   6, 149. 18 

Material  and  supplies   97.75 


Unadjusted  debits,  rents  and  insurance  premiums  paid  in 
advance  


113,  029.24 


Total   3,990,705.69 

LIABILITIES 

Stock,  capital  stock   $500, 000. 00 

Long-term  debt,  funded  debt  unmatured   3,390,000.00 

Current  liabilities : 

Audited  accounts  and  wages  payable  $6, 580. 19 

Interest  matured  unpaid   85,775.00 

  92, 356. 19 

Unadjusted  credits,  tax  liability    8,350.60 


Total   8, 990,  706.  69 

The  item  of  loans  and  bills  receivable  consists  of  amounts  due  in 
current  account  and  should  be  accounts  receivable. 

Investment  in  road  and  equipment. — The  road  and  equipment 
investment  account  of  the  carrier,  it  owned  no  equipment,  including 
land,  on  date  of  valuation,  is  stated  in  its  books  to  be  $3,876,681.16. 
Of  this  amount  $3,500,000  consisted  of  the  par  value  of  stocks  and 
bonds  issued  for  road  purchased.  When  certain  readjustments  are 
made,  as  detailed  in  Appendix  2,  this  account  will  be  considerably 
decreased. 
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Original  cost  to  date.— The  original  cost  to  date  of  the  property 
of  the  carrier,  including  land,  is  shown  by  the  records  of  the  carrier 
to  have  been,  upon  date  of  valuation,  $2,595,128.29.  This  amount  is 
subject  to  some  reduction,  however,  for  the  reason  that  it  includes  the 
cost  of  lands  which  are  used  partly  for  carrier  and  partly  for  non- 
carrier  purposes.  Further  information  with  respect  to  this  subject, 
including  the  cost  of  lands  and  shop  machinery,  will  be  found  in 
Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  and  used  by  the  carrier,  are  $593,169  and  $501,519,  respec- 
tively. These  amounts,  classified  in  conformity  with  the  classification 
of  expenditures  for  road  and  equipment  as  prescribed  by  us,  are 
shown  in  the  summary  sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication  to 
public  use,  and  their  present  value. — The  carrier  owns  and  uses  for  its 
purposes  as  a  common  carrier  48.20  acres  of  lands.  The  original  cost 
of  these  lands  can  not  be  ascertained.  The  original  cost  of  lands 
owned  by  the  carrier  and  devoted  to  common-carrier  purposes, 
including  the  cost  of  3.19  acres  owned  by  the  carrier  but  leased  to  St. 
Louis  Merchants  Bridge  Terminal  Railway  Company,  as  supported 
by  accounting  records,  was  $1,280,388.73,  and  an  indeterminable  part 
of  $441,105.48,  the  verified  cost  of  lands  owned  and  devoted  partly 
to  carrier  and  partly  to  noncarrier  purposes,  which  can  not  be  appor- 
tioned between  the  two  uses.  The  area  and  present  value  of  carrier 
lands  are  given  in  the  following  tabulation : 


Owned  but  iirtuMdricaud  to  sV.Louto  MtrcbanteBrldfle  Terminal"  Railway 


4*.  20 
3.10 


Used  but  not  owned,  leased  from— 

Terminal  Railroad  Assot  lntion  of  St.  Ixnii?  

St.  Louis  Merchant*  Bridge  Terminal  Railway  Company  


Total 
ToUl 


Total  used  


.26 
.84 


$1,5*2, 00» 
28, 307 


74,  4S9 


125,450 
1,571,216 

1.667, 466 


Rights  in  public  domain. — The  carrier  owns  and  uses  rights  in 
the  public  domain  which  cost  $25.  The  present  value  of  these  rights 
is  $25. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier. — The  carrier  owns  and  uses  for  noncarrier  purposes  54.56  acres 
of  lands.  The  present  value  of  these  lands,  including  the  valuo 
of  improvements  thereon,  is  $454,525.42.   The  original  cost  of  these 
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lands  was  $564,111.19  and  an  indeterminate  part  of  $441,105.48, 
the  cost  of  lands  used  partly  for  carrier  and  partly  for  noncarrier 
purposes,  hereinbefore  referred  to.  The  carrier  owns  and  holds  cash 
on  hand  in  the  amount  of  $106,781.  Of  this  amount,  $7,250  is 
necessary  for  its  use  as  working  capital,  and  that  sum  is  included 
in  the  final  value  stated  elsewhere  in  this  report.  The  remainder, 
$99,531,  is  owned  and  held  by  the  carrier  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  and  used  by  the  carrier  for  common-carrier  purposes,  1.906 
acres,  with  a  present  value  of  $211,802,  were  acquired  by  the  car- 
rier through  aids,  the  title  to  this  land  being  conveyed  by  deeds 
reciting  nominal  considerations  only.  Of  the  noncarrier  lands  owned 
by  the  carrier,  0.471  acre,  with  a  present  value  of  $3,590.30,  are 
classed  as  aids.  The  value  of  these  lands  at  the  time  acquired  can 
not  be  determined. 

Materials  and  supplies. — As  shown  in  the  general  balance  sheet, 
the  value  of  materials  andsupplies  on  hand  is  shown  by  the  carrier's 
records  to  have  been,  upon  date  of  valuation,  $97.75. 

Final  value.— After  careful  consideration  of  all  the  facts  contained 
herein,  including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a 
bearing  upon  the  values  here  reported,  the  values  for  rate-making 
purposes  of  the  property  of  the  carrier  owned  and  used,  used  but 
not  owned,  and  owned  but  not  used,  devoted  to  common-carrier 


purposes,  are  found  to  be  as  follows : 

Wholly  owned  and  used  $2, 140, 250 

Used  but  not  owned,  leased  from — 

Terminal  Railroad  Association  of  St.  Louis   74,489 

St.  Louis  Merchants  Bridge  Terminal  Railway  Company   50,967 


Total  leased ^   125,456 

=  ■  = 

Owned  but  not  used,  leased  to  St.  Louis  Merchants  Bridge  Ter- 
minal Railway  Company   29,207 

Total  owned   2.169,457 

Total  used    2,265.700 


There  is  included  in  the  value  above  stated  as  wholly  owned  and 
used  the  sum  of  $7,250  on  account  of  working  capital,  including 
materials  and  supplies. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Appen- 
dixes 1  and  2.  Appendix  1  gives  the  explanatory  text  and  summary 
sheet  showing  the  classification  of  the  cost  of  reproduction  new 
and  cost  of  reproduction  less  depreciation  above  set  forth,  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  further  details  as  to  devel- 
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opment  of  fixed  physical  property,  investment  in  road  and  equip- 
ment, and  the  cost  of  lands,  rights  of  way,  and  terminals,  and  other 
pertinent  information;  excepting  those  features  treated  in  the  text 
of  the  report. 

Reference  is  made  to  Appendix  3  of  the  report  in  Texas  Midland 
Railroad,  75  I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for 
a  statement  of  the  methods  employed  and  the  reasons  for  the  differ- 
ences between  the  various  cost  values  reported. 

The  engineering,  land,  and  accounting  reports,  copies  of  which 
have  been  furnished  to  interested  parties,  give  the  details  respecting 
the  figures  here  reported  and  are  on  file  in  the  Bureau  of  Valuation 
of  the  commission,  open  to  public  inspection,  and  subject  to  the 
direction  of  Congress,  and  these  reports  are  referred  to  for  greater 
particularity  as  to  the  matters  herein  stated. 


APPENDIX  1 


ENGINEERING    AND  GENERAL 


Four  per  cent  on  accounts  3  to  47,  Inclusive,  has  been  allowed  to  cover  engi- 
neering. General  expenditures,  exclusive  of  interest,  have  been  allowed  on 
the  basis  of  1.5  per  cent  upon  road  accounts  1  to  47,  exclusive  ot  account  2. 
Interest  during  construction  has  been  allowed  for  one-half  the  construction 
period  of  one  year  plus  three  months,  at  the  rate  of  0  per  cent  per  annum  on 
all  road  and  general-expenditures  accounts,  excepting  accounts  2  and  76. 


BUM MAttY 


Wholly  oxcned  and  used 


Cost  of 

Cost  of 

reproduc- 

reproduc- 

tion less 

tion  new 

depreda- 
tion 

$21,509 

$21,  609 

09,329 

00.  143 

23,  224 

J7.2I0 

2ft,  7fi9 

16,  870 

10,470 

12,  70,1) 

7,  307 

25,  928 

10,  680 

S43 

646 

211.80H 

177,293 

648 

417 

6,  740 

6,330 

12,230 

10,  671) 

m,  5W 

56,029 

1.811 

1,357 

114 

63 

0.  704 

6. 346 

10,  474 

8,  760 

6M>,  237 

472,820 

: 

9 

10 
U 
13 
15 
16 
17 
IS 
» 
20 
K 

» 

44 
44 


t.  ROAD 


Engineering.  

Grading  

Tics  

Ralls.  

Other  track  material  

Ballast  

Track  laying  and  surfacing. 

Crossings  and  signs  

Station  and  office  building. 
Roadway  build! 
Water  stations. 
Fuel  stations. . 
6 bops  and  engine  bouses. . 
Power-distribution 

Roadway  small  tools  

Shop  machinery  

Power-plant  machinery. 


Total,  1,  and  3  to  47,  Inclusive. . 
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Wholly  owned  and  used— Continued 


Acct. 

Classes 

Cost  of 

reproduc- 

Cost of 
reproduc- 
tion loss 

tion  new 

depreda- 
tion 

71 
r  I 

72 
73 
74 
75 
77 

7e 

in.  GENERAL  KXFKNDITUKES 
OrcrinWiit Inn  ATnprwi 

pi.  m 

26,648 

$7.  OB 
21,607 

Stationery  and  printing  

Other  expenditures,  general-  

Interest  during  construction     

33,932 

28,600 

603,160 

601.  610 

APPENDIX  2 


DEVELOPMENT  Of  FIXXD  PHYSICAL  PROPERTY 

The  property  of  the  carrier  was  acquired  by  purchase  and  construction.  On 
March  1,  1907,  it  purchased  from  the  Frisco  Construction  Company,  a  corpora- 
tion whose  officers  were  also  officers  or  employees  of  the  St  Louis-San  Fran- 
cisco Railway  Company,  the  following  property  which  it  had  constructed 
through  advances  made  to  It  by  the  Chicago,  Rock  Island  and  Pacific  Railway 
Company  and  the  St  Louis-San  Francisco  Railway  Company : 

Section  No.  1,  known  as  North  St.  Louis  yard,  located  between  Carrie 
Avenue  on  the  north,  Adelaide  Avenue  on  the  south,  Bulwer  Avenue  on  the 
west,  and  West  Third  Avenue  on  the  east ;  section  No.  2,  known  as  LeBaume 
Street  yard,  located  at  the  corner  of  Broadway,  Brooklyn,  and  Collins 
Streets;  section  No.  3,  known  as  Biddle  Street  yard,  located  between  Dickson, 
Blddle,  Broadway,  and  Collins  Streets ;  sections  Nos.  1  and  2  at  date  of 
purchase  consisted  of  land  only.  Section  No.  3,  In  addition  to  the  land,  con- 
sisted of  approximately  1.33  miles  of  tracks,  freight  houses,  platforms,  etc. 

The  remainder  of  the  property  now  owned,  consisting  of  approximately  12.45 
miles  of  tracks  and  terminal  facilities  in  the  three  yards,  was  constructed  by 
the  forces  of  the  Chicago,  Rock  Island  and  Pacific  Railway  Company  for 
the  carrier  and  by  the  carrier  through  various  Independent  contractors  who 
were  paid  through  the  Chicago,  Rock  Island  and  Pacific  Railway  Company 
and  whose  work  was  supervised  by  this  same  company's  forces. 

HISTORY  OF  CAPITAL  FIlVANOTnO 

The  authorised  capital  stock  is  $6,000,000,  of  which  $600,000  was  issued  on 
March  1,  1907,  to  the  Frisco  Construction  Company  as  part  payment  for 
property  purchased.  The  long-term  debt  consists  of  first-mortgage  5  per  cent 
gold  bonds,  authorized  in  the  sum  of  $6,000,000,  of  which  $3,390,000  was  issued 
between  March  1,  1907,  and  November  13,  1911.  Of  this  amount  $390,000  was 
Issued  for  cash  and  $3,000,000  for  property.  The  stock  and  bonds  issued  to  the 
Frisco  Construction  Company  In  payment  for  property  purchased  were  con- 
currently transferred  to  the  Chicago,  Rock  Island  and  Pacific  Railway  Coin- 
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pany  and  the  St.  Louis-San  Francisco  Railway  Company  in  payment  of 
advances  made  by  them  to  the  Construction  Company  for  acquisition  of  land 
and  construction  of  property.  The  records  of  the  carrier  show  that  from  1910 
to  1913  it  received  udvances  from  the  Rock  Island  and  the  St.  Louis-San 
Francisco  Railway  Company  amounting  to  $176,143.40,  as  follows: 

Cash  for  estimated  cost  of  construction  $137, 190. 61 

Cash  for  part  payment  of  land  purchased   20, 496. 50 

Cash  for  current  expenses   17, 000.  00 

Interest  on  advances     1,456.35 

Total   _      176,143.46 

The  entire  amount  was  repaid  in  cash  during  the  same  period. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

On  date  of  valuation  the  road  and  equipment  account  of  the  carrier  (it 
owned  no  equipment)  showed  a  balance  of  $3,876,681.16,  which  had  been 
established  as  follows: 

Par  value  of  stock  and  bonds  issued  to  the  construc- 
struction  company  for  road  purchased : 

Stock   $500, 000 

Bonds   3,000,000 

  $3,500,000.00 

Expended  by  the  carrier  for  construction  and  additions  and 

betterments   429, 298. 35 

Bond  expense  applicable  to  operating  period   254. 31 

3, 929, 552. 66 

Less  land  sold: 

Recorded  cost  of  land  $33. 671. 50 

Profit  on  the  sale   19, 200. 00 

  52, 871 .  50 

Total   3, 876, 681. 16 

The  amount  paid  the  construction  company  in  stock  and  bonds  includes 
$564,111.19,  the  cost  of  lands  classified  as  noncarrier,  and  $441,105.48.  the  cost 
of  partly  carrier  an  J  partly  noncarrier  lands ;  also  $6,387.38,  the  proportion  of 
the  expense  of  Issuing  bonds  applicable  to  the  operating  period.  The  amount 
of  $254.31  expended  by  the  carrier  represents  the  proportion  of  the  expense  of 
issuing  bonds  applicable  to  the  operating  period.  The  account  includes  $19,200, 
which  represents  the  amount  in  excess  of  the  cost  received  for  land  sold.  It 
does  not  include  $24,249.22  received  by  the  carrier  from  the  sale  of  bonds  issued 
to  the  construction  company  in  excess  of  the  amount  required  for  the  purchase 
of  Its  property,  nor  does  it  include  an  equal  amount  expended  by  the  carrier 
for  additions  and  betterments  which  it  charged  to  a  reserve  account. 

It  developed  from  the  records  that  the  construction  company  had  very  little, 
If  anything,  to  do  with  the  actual  establishment  of  the  property  sold  by  it  to 
the  carrier.  All  actual  construction  was  done  either  under  contracts  or  by  the 
forces  of  the  The  Chicago,  Rock  Island  and  Pacific  Railway  Company,  and  was 
supervised  and  paid  for  by  it  and  billed  against  the  construction  company  as 
advances.  In  the  purchase  of  the  lands,  agents  of  The  Chicago,  Rock  Island 
and  Pacific  Railway  Company  and  the  St  Louis-San  Francisco  Railway  Com- 
pany actually  bought  the  lands  with  funds  of  those  companies  which  were 
charged  by  them  with  Interest  against  the  construction  company.  It  therefore 
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appears  that  the  construction  company  was  used  only  as  a  medium  through 
which  the  real  parties  in  interest  acted. 


ORIGINAL  COST  TO  DATK 

As  stated  In  the  text  of  the  order,  the  original  cost  to  date  of  the 
of  the  carrier  is  shown  by  the  records  to  be  $2,595,128.29.  This 
primary  accounts,  for  the  various  sections  of  the  road,  follows : 


by 


— 


Acct. 


CI  ass  v  s 


Carrier's  sec-  Carrier's  sec-  Carrier"?  sec- 
tion No.  1,      tlon  No.  2,      tion  No.  2, 
valuation  see-  valuation  »c-  valuation  sec- 
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[  ROAD 


Engineering   .......... 

Land  for  transportation  purpose?  '. 

Oradlng  

Bridges,  treaties,  and  culverts  

Ties  

Rails   

Other  track  material  

Hallait . 


Crossings  andjii 
Station  and 
Roadway 
Water  stations.. 

Fuel  stations    

Shops  and  engine  houses  

Telegraph  ana  telephone  lines   

Power-plant  buildings   

Miscellaneous  struct  uros.  

Roadway  small  tools   

Assessments  for  public  Improvements . 
Revenues  and  operating  expenses  dur- 
ing construction   

Other  expenditures,  road   

Shop  machinery   


Total. 


$9. 069.  40 
Wl.0Kl.30 
61,  242.  42 
U.  lbl.94 

24.  958.  69 

25.  428,  29 
11.670.06 

491.03 
23,425.  37 
53  05 
37.  95 
85-00 
6,  992.  39 
IS,  065.  94 
79,  013.  43 
27.78 
568.78 
10,314.33 
574.  14 
1.459.72 


n,  m  30 

369,419.66 
10,611.61 


2,425. 19 
3, 075.  44 
1,  610.  96 
41.00 
3,  473.  21 
113.77 
19,945.  67 


$1,427.  74 

798, 847. 52 
4, 205.  66 
17. 10 

2,  957. 61 

3,  257.  83 
2, 256. 12 

-  50 


1. 176.  94 


88.  80 


31.303.41 
14,450.84 


481.05 
9.  35 
2. 120.  48 

» 4,  2f>8.  74 
2,094.04 


432  07 


$11,666.63 
1.719.  307.  4* 
75,  959.  69 
9, 199.  04 
30,341.49 
31.761.56 

183,637.  13 
85.00 
5,992.39 
18,005.94 
79,013.43 
116.  58 
568.  76 
10, 795. 

5S3. 
3.  580  20 

'  3,  776.  67 
32.506.97 
14, 45a  64 


877.454.33  411.275.79 


in.  UKNKRAt.  EXPENDITURES 


Oeneral  officers  and  clerks . . . 

Law  

Stationery  and  printing  

Taxes  

Interest  during  construction . 


Orand  total 


W2.07 
€30.42 
5L  61 
12.  486.  98 
147,  697. 12 


10.  52 


98a  144.  41      2,268,  874JB 


7, 167.  91 
91.224.54 

9.75 


161, 


98,412.  72 


1.039.262.43  609.688.61 


4,  282.  51 
222.00 
514.53 
872.44 
60,141.46 


66.03194 


5,236. 10 
852.42 
566.04 
20,527.33 
63.12 
V  75 


1.046.177.85 


>  Account  2  includes  $441,105.48,  the  cost  of  land,  parts  of  which  have  been  classified  as  noncarrfer.  Of 
the  Interest  during  construction,  $297,392.18  represents  Interest  at  5  per  cent  per  annum  on  advances  made 
by  the  Chicago,  Rock  Island  and  Pacific  Railway  Company  and  the  St.  Louis-8an  Francisco  Railway 
Company  to  the  construction  company  from  1902  to  'June  30,  1908.  The  above  figures  include  freight 
charges  at  rates  intended  to  cover  cost  of  transportation,  and  switching  charges  at  $3  per  car.  Of  the 
$32,506.97  In  account  43,  $30,449.66  represents  rent  of  equipment.  Of  the  foregoing  total.  $2,160,780.72 
was  expended  by  the  construction  company  and  $434,347.67  by  the  carrier.  Of  the  latter  i 
was  charged  to  the  reserve  account. 

»  Credit. 


Cost  of  shop  maoMnery. — The  carrier  made  no  return  of  shop  machinery. 
Ita  records,  however,  show  that  it  had  on  hand  on  date  of  valuation  ahop 
machinery  valued  at  $14,450.84. 

Cost  of  lands. — The  carrier  reports  the  original  cost  of  all  lands  owned. 
Including  both  carrier  and  noncarrler  lands,  as  $2,320,868.64.  In  verifying  the 
carrier's  returns  a  net  deduction  of  $9,313.12  was  made  for  the  following 
reasons: 
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Deductions: 

Interest  on  advances  made  to  construction  company  $214, 478. 97 

Costs  not  shown  by  the  records  —    5,592.22 

Costs  not  applicable  to  land   1, 806.  50 

Material  and  salvage  from  buildings  not  credited  to  cost 

of  land   1,868.00 


Total   _~  223,746.69 


Additions : 

Errors  In  footings   210,141.75 

Interest  on  credit  items  disregarded   400. 12 

Erroneous  adjustment  credit     8,885.70 


Total   ^  -      214, 427. 57 


Net  deduction     9,313.12 

The  resulting  balance  of  $2,311,555.52  is  supported  by  accounting  records 
and  may  be  classified  as  follows: 

Lands  devoted  wholly  to  carrier  purposes ;  owned  and  used  and 

owned  but  not  used     -  $1, 280, 388. 73 

Lands  devoted  partly  to  carrier  and  partly  to  noncarrler  pur- 
poses ;  owned   441, 105. 48 

Lands  devoted  wholly  to  carrier  purposes;  not  owned   788.27 

Lands  devoted  wholly  to  noncarrler  purposes ;  owned   564,  111.  19 

Rights  in  public  domain ;  owned  and  used   25. 00 

Lands  the  cost  of  which  was  not  assignable   to  particular 
parcels      25,136.85 


MISCELLANEOUS  PHYSICAL  PROPERTY 

The  carrier  reported  no  investment  in  miscellaneous  physical  property.  We 
have,  however,  classified  certain  lands  as  devoted  wholly  to  noncarrler  purposes 
and  certain  other  lands  as  used  partly  for  carrier  and  partly  for  noncarrler 
purposes,  costing  $564,111.19  and  $441,105.48,  respectively. 

LKA8KD  RAILWAY  PROPERTY 

All  the  property  of  the  carrier  is  used  by  the  .three  tenant  companies,  which 
pfly  for  its  use  rental  equivalent  to  the  operating  expenses,  taxes,  Interest  on 
bonds,  and  any  other  expenses,  less  income  from  nonoperating  property,  which 
is  deducted  from  the  bills  against  them.  The  rental  received  for  the  year 
ended  on  date  of  valuation  aggregated  $338,154.34.  The  property  is  used  by 
other  companies  as  follows: 

Section  No.  1,  North  St.  Louis  yard,  by  The  Chicago,  Rock  Island  and  Pacific 
Railway  Company  for  an  annual  rental  of  6  per  cent  on  $1,846,597.69  par  value 
of  first-mortgage  bonds.  The  operating  expenses  for  that  section  are  paid  by  it. 

Section  No.  2,  LeBaume  Street  yard,  by  The  Chicago,  Rock  Island  and  Pacific 
Railway  Company,  the  St.  Louis-San  Francisco  Railway  Company,  and  Chicago 
and  Eastern  Illinois  Railroad  Company  for  an  annual  rental  of  5  per  cent 
on  $550,170.98  par  value  of  flrst-mortRage  .bonds  and  taxes  and  operating 
expenses  for  that  section.  The  amount  received  from  each  company  is  based 
on  the  number  of  cars  handled. 
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Section  No.  3,  Blddle  Street  yard,  by  the  three  roads  using  Section  No.  2, 
for  an  annual  rental  of  5  per  cent  on  $1,403,231.33  par  value  of  first-mortgage 
bonds  and  taxes  and  operating  expenses  for  that  section.  The  amount  received 
from  the  three  tenant  companies  for  the  fiscal  year  ended  on  date  of  valuation 
was  $333,154.34,  divided  as  follows:  The  Chicago,  Rock  Island  and  Pacific 
Railway  Company  $136,047.55,  St.  Louis-San  Francisco  Railway  Company 
$101,675.65,  and  Chicago  and  Eastern  Illinois  Railroad  Company  $95,431.14. 

In  addition  to  the  foregoing  the  carrier  received  for  the  fiscal  year  ended 
on  date  of  valuation  $2,837.08  for  rental  of  buildings  which  were  located  on 
land  in  sections  Nos.  2  and  3  when  purchased.  For  a  tract  of  land  on  the 
southerly  side  of  section  No.  1  the  carrier  received  from  the  St.  Louis  Mer- 
chants Bridge  Terminal  Railway  Company  an  annual  rental  of  $3,074.62  and 
for  the  use  of  Its  tracks  in  Bulwer  Avenue  on  section  No.  1,  $78.70  annually. 
The  carrier  pays  for  the  perpetual  use  of  two  tracts  of  land  in  section  No.  3 
an  annual  rental  of  $3,466.56. 

STATEMENT  OF  INCOME 


The  statement  of  income  of  the  carrier  for  year  ended  on  date  of  valuation 
nnd  for  period  March,  1907,  to  date  of  valuation  Is  as  follows: 


Year 

Period 

Operating  Income: 

$139, 963.  73 

>1,24*,34ZI9 

139,961  73 
18, 424.24 

1.  246,  342.  19 
114.444.33 

158,396.97 

I,  360,  7*6.  52 

NonopcratiiR  income: 

186. 176. 13 
6.911.70 
798.  12 
4  60 

1,438.024.70 
59,  667.  66 
3,  67*.  42 
16.80 

Miscellaneous  income   .  .  . 

Totftl  *  *  . 

191.SS9.55 

1.602,287.58 

33.  502.  58 

141,501.  oe 

Deductions  from  gross  Income: 

3,466.56 
169,500.00 

36,719.70 
1.  343,  884.  90 
965.56 
7.973.09 

49a  76 

173.4M  31 

1.387.  843.25 

139,  962.  73 

1,246.342.  19 

No  charge  for  depredation  of  road  is  Included  in  the  income  account.  There 
wus  omitted  from  the  income  account  $6,641.69,  which  represents  interest  on 
bonds  accruing  after  the  property  was  placed  in  operation.  If  this  amount 
had  been  included  in  the  income  account  it  would  have  been  offset  by  charges 
against  the  tenant  companies. 

Profit  and  loss  account- — The  carrier  has  no  profit  and  loss  account,  although 
it  realized  a  profit  of  $19,200  on  the  sale  of  certain  tracts  of  land  sold.  This 
profit  it  credited  to  investment  in  road. 
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CUMBERLAND  AND  MANCHESTER  RAILROAD 

COMPANY 


Submitted  January  9,  1926.   Decided  September  17,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Cumberland  and 
Manchester  Railroad  Company,  owned  and  used  for  common-carrier  pur- 
poses, found  to  be  $504,199,  as  of  June  80,  1918. 

Moultrie  Hitt  for  Cumberland  and  Manchester  Railroad  Com- 
pany. 

Report  of  the  Commission 

■  ■ 

Division  1,  Commissioners  Meter,  Aitchison,  and  Lewm 
Bt  Division  1 : 

A  tentative  valuation  as  of  June  30,  1918,  of  the  property  of  the 
Cumberland  and  Manchester  Railroad  Company,  hereinafter  called 
the  carrier,  was  completed  and  notice  thereof  given  to  the  carrier 
and  other  interested  parties  on  March  17,  1925.  The  carrier  filed 
a  protest  within  the  statutory  period.  A  hearing  has  been  had  on 
the  issues  presented  by  the  protests,  and  briefs  have  been  filed. 

On  date  of  valuation  the  carrier  owned  and  operated  a  single-track 
standard-gauge  steam  railroad,  located  in  the  southeastern  part  of 
Kentucky,  extending  from  Heidrick  to  Manchester,  a  distance  of 
23.022  miles.  In  addition  to  this  main-track  mileage,  it  also  owned 
1.827  miles  of  yard  tracks  and  sidings.  The  carrier  owned  jointly 
with  the  Louisville  and  Nashville  Railroad  Company  0.530  mile  of 
yard  tracks  and  sidings. 

It  is  alleged  in  the  protest  that  the  final  value  of  the  property  of 
the  carrier  as  tentatively  reported  is  much  less  than  the  true  value, 
which  it  contends  is  not  less  than  $1,055,790,  based  on  unit  prices 
for  labor  and  material,  as  of  June  80,  1918.  The  carrier  also  pro- 
tests generally  against  the  rules,  methods,  and  principles  employed 
by  us  in  the  preparation  of  the  tentative  valuation  and  against  our 
failure  to  include  specific  sums  for  such  items  as  cost  of  obtaining 
money,  development  cost,  and  appreciation.  Similar  objections  have 
been  considered  and  disposed  of  in  previously  decided  cases  and 
require  no  discussion  herein. 

During  the  progress  of  the  hearing  a  conference  was  requested  by 
the  carrier  between  its  representatives  and  our  engineers  and  land 
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appraisers.  The  request  was  granted.  As  the  result  of  the  confer- 
ence our  engineers  recommend  changes  in  the  amount  reported  in  the 
tentative  valuation  for  grading,  ties,  ballast,  tracklaying  and  surfac- 
ing, crossings  and  signs,  station  and  office  buildings,  roadway  build- 
ings, roadway  machines,  roadway  small  tools,  shop  machinery, 
freight-train  cars,  engineering,  general  expenditures,  and  interest 
during  construction,  amounting  in  the  aggregate  to  increases  of 
$21,011  in  cost  of  reproduction  new  and  $19,381  in  cost  of  reproduc- 
tion less  depreciation.  These  changes  are  occasioned  by  a  revision  of 
prices,  the  inclusion  of  items  omitted,  and  a  lengthening  of  the  con- 
struction period  from  10  months  to  15  months.  Upon  consideration 
of  sales  submitted  by  the  carrier  at  the  conference  and  further  in- 
vestigation in  the  field  our  appraisers  recommend  changes  in  the 
unit  prices  applied  to  the  carriers  lands  in  zone  4,  the  effect  of  which 
is  to  increase  the  present  value  of  common-carrier  lands  owned  and 
used  by  $7,088.58. 

We  have  carefully  reviewed  the  recommended  changes  and  the 
reasons  therefor  and  they  are  approved.  The  tentative  valuation  will 
be  modified  accordingly. 

ORIGINAL  COST 

The  carrier  protests  that  the  approximate  original  cost  to  date  of 
the  common-carrier  properties  as  a  whole  should  be  reported  even 
though  the  original  cost  of  each  physical  unit  of  such  property  can 
not  be  found.  The  facts  reported  in  the  tentative  valuation  are  the 
result  of  investigation  by  our  accountants  of  the  records  which  were 
available  for  examination.  The  original  cost  of  the  common-carrier 
property  in  existence  on  date  of  valuation  we  have  not  been  able  to 
ascertain. 

COST  OF  REPRODUCTION  NEW 

Prices. — The  carrier  protests  against  the  application  of  prices  for 
the  period  from  1910  to  1914  in  our  estimates  of  the  reproduction 
costs  of  its  property,  to  the  inventory  of  that  property,  exclusive 
of  land,  as  of  June  30,  1918,  and  contends  that  the  value  of  the 
property  should  be  determined  with  reference  to  the  cost  of  repro- 
duction as  of  date  of  valuation.  We  have  heretofore  fully  explained 
our  reasons  for  using  unit  prices  as  of  a  period  of  5  years  and  in 
some  instances  10  years  immediately  preceding  June  30,  1914,  not- 
withstanding that  the  inventory  may  have  been  taken  as  of  a  later 
date.  The  costs  produced  in  this  manner  are  thus  upon  a  common 
basis  for  all  carriers. 

Engineering. — The  sum  of  $16,805  was  found  in  the  tentative 
valuation  to  be  the  cost  of  engineering  incident  to  the  reproduction 
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of  the  property  owned  and  used  by  the  carrier.  This  represents  4 
per  cent  of  the  roadway  accounts  except  Engineering  and  Land. 
The  percentage  was  ascertained  by  a  study  and  analysis  of  cost 
data  showing  the  cost  of  engineering  on  similar  projects  throughout 
the  country  and  in  the  territory  of  the  carrier.  The  carrier  contends 
that  5  per  cent  should  have  been  applied,  which  would  increase  the 
amount  reported  by  $5,595.86.  It  relies  upon  data  purporting  to 
show  that  the  average  record  cost  of  engineering  on  six  carriers 
in  southeastern  territory  was  4.47  per  cent.  The  witness  had  no 
personal  familiarity  with  these  carriers  nor  had  he  had  any  practical 
experience  as  an  engineer.  The  percentage  used  in  the  tentative 
valuation  is  approved. 

Ties. — The  carrier  protests  that  the  number  of  feet  of  lumber  in 
switch  ties  in  yard  tracks  and  sidings  and  in  jointly  owned  tracks 
is  incorrectly  reported.  The  amount  which  it  states  should  be  sub- 
stituted for  that  reported  in  the  tentative  valuation  was  arrived  at 
by  taking  the  number  of  sets  of  switch  ties  included  in  the  tentative 
valuation  and  applying  thereto  the  number  of  feet  in  the  standard 
sets  for  the  sizes  of  ties  used.  The  record  does  not  indicate  that 
standard  sets  were  used  in  original  construction  or  in  maintenance. 
We  have  inventoried  the  number  of  feet  found  upon  inspection  of 
the  property  and  the  record  is  not  convincing  that  the  inventory  is 
in  error.   The  carrier's  contention  in  this  respect  is  not  sustained. 

Work  equipment. — The  carrier  alleges  that  it  owned  on  valuation 
date  a  total  of  12  dump  cars,  6  more  than  were  included  in  the 
tentative  valuation.  These  additional  cars  were  not  in  service  on 
valuation  date.  The  record  shows  that  they  were  not  in  serviceable 
condition,  and  after  having  been  repaired  were  sold.  The  witness 
was  unable  to  state  whether  they  were  restored  to  service  of  the 
carrier  prior  to  their  sale.  In  accordance  with  our  established 
practice  we  have  included  in  our  inventory  all  cars  in  service  or 
in  serviceable  condition  on  valuation  date.  The  return  of  these 
cars  to  service  was  uncertain  and  they  were  properly  excluded  from 
the  inventory. 

General  expenditures. — We  have  included  in  the  tentative  valua- 
tion the  sum  of  $6,554  for  general  expenditures^  exclusive  of  interest 
during  construction,  computed  at  1.5  per  cent  on  the  total  of  all  road 
accounts  except  Land.  The  carrier  contends  that  4  per  cent  should 
have  been  used.  The  percentage  which  we  applied  was  fixed  after 
careful  consideration  of  data  collected  from  railroads  over  the  coun- 
try, and  has  been  almost  uniformly  applied  to  all  roads.  Its  appli- 
cation in  this  case  is  approved. 

Interest  during  construction. — In  the  tentative  valuation  interest 
during  construction  was  estimated  at  6  per  cent  per  annum  on  all 
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road  and  general-expenditures  accounts,  except  Land  and  Interest, 
for  one-half  the  construction  period  of  10  months,  plus  3  months 
and  on  Equipment  for  3  months,  resulting  in  an  amount  of  $18,003. 
The  carrier  does  not  protest  the  interest  rate  or  method  of  compu- 
tation, but  alleges  that  on  valuation  date  its  property  could  not  have 
been  reproduced  economically  and  efficiently  in  less  than  22  months, 
the  period  of  original  construction.  We  have  heretofore  in  this 
report  approved  the  recommendation  of  our  engineers,  made  after 
conference  with  the  carrier's  representatives,  that  the  construction 
period  be  increased  to  15  months.  No  further  increase  is  war- 
ranted by  the  record.  The  amount  now  to  be  included  for  interest 
during  construction  will  reflect  the  larger  construction  period  and 
the  increases  hereinbefore  approved  in  certain  of  the  primary 
accounts. 

Removal  of  buildings  and  highways— -The  carrier  asserts  that  in 
the  construction  of  its  railroad  it  was  necessary  to  remove  some  38 
small  frame  buildings  from  the  right  of  way  and  to  change  the 
locations  of  certain  highways.  The  cost  of  removing  the  buildings 
is  said  to  have  been  $4,172.52.  The  cost  of  the  highway  changes, 
based  on  the  quantity  of  grading  involved  at  prices  as  of  June  30, 
1914,  is  estimated  to  have  been  $6,872.01.  The  carrier  contends  that 
these  amounts  should  be  added  to  the  cost  of  reproduction  of  its 
property.  The  fact  that  these  costs  may  have  been  incurred  on 
original  construction  is  not  conclusive  that  they  would  be  incurred 
on  reproduction.  As  we  have  previously  explained,  in  estimating 
the  cost  to  reproduce  a  carrier's  railroad  it  is  assumed  that  the  loca- 
tion of  a  highway  would  be  where  it  existed  on  valuation  date, 
therefore  nothing  is  included  in  the  estimate  for  a  change  in  loca- 
tion required  on  original  construction.  This  is  true  also  of  buildings 
which  may  have  been  removed  from  the  right  of  way  and  relocated 
elsewhere.  No  change  in  our  practice  in  this  respect  is  warranted 
by  the  record. 

Depreciation. — The  carrier  protests  against  the  theory  of  deprecia- 
tion used  by  us,  alleging  that  in  the  absence  of  deferred  maintenance 
there  is  no  depreciation.  It  contends  that,  based  on  our  own  meth- 
ods, excessive  depreciation  was  deducted  for  ties,  rails,  other  track 
material,  right-of-way  fences,  station  and  office  buildings,  joint  track, 
and  roadway  buildings.  The  depreciation  found  in  the  carrier's 
property  was  determined  after  inspection  of  the  property  and  was 
ascertained  in  accordance  with  methods  which  have  our  approval. 
The  protest  of  the  carrier  is  not  supported  by  facts  or  data  which 
would  warrant  any  change  in  the  amount  of  depreciation  reported. 

Working  capital.— -The  sum  of  $2,199,  composed  of  $1,348  in  cash 
and  $851  in  materials  and  supplies,  has  been  included  in  the  tenta- 
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tive  valuation  for  working  capital.  The  carrier  contends  that  this 
amount  should  be  increased  to  $10,674.43,  $3,984.26  in  cash  and  agents7 
and  conductors'  balances  receivable,  and  $6,690.17  in  materials  and 
supplies.  In  support  of  its  contention  for  an  increase  in  the  amount 
included  for  materials  and  supplies  the  carrier  introduced  statements 
purporting  to  show  the  value  of  materials  on  hand  in  its  general 
office  and  also  of  unapplied  material  left  over  from  the  construction 
of  its  railroad.  These  amounts  were  not  included  in  its  balance  sheet 
as  of  valuation  date.  A  questionnaire  addressed  to  the  carrier  prior 
to  the  hearing,  requesting  information  from  which  to  estimate  its 
requirements  for  working  capital  as  indicated  by  its  experience  in 
the  past,  had  not  been  answered  up  to  the  date  of  the  hearing,  and  the 
witness  was  unable  to  supply  the  information. 

The  amount  included  in  the  tentative  valuation  is  the  aggregate 
of  the  cash  on  hand  and  the  value  of  materials  and  supplies  as  re- 
corded in  the  carrier's  accounts.  In  the  absence  of  more  definite 
information  as  to  the  alleged  incorrectness  of  the  amounts  recorded 
we  are  unable  to  approve  an  increase  in  the  sum  reported  in  the 
tentative  valuation. 

LANDS 

Present  value. — The  carrier  protests  that  the  value  assigned  in  the 
tentative  valuation  to  its  lands  is  inadequate  to  the  extent  that  it  is 
less  than  $37,890.  This  sum  apparently  includes  the  carrier's  esti- 
mate of  interest  and  taxes  on  land  during  construction  and  excess 
cost  of  acquisition,  items  which  for  reasons  heretofore  explained 
are  not  includible  in  the  value  under  the  methods  of  appraisal  which 
we  employ.  The  only  evidence  offered  by  the  carrier  at  the  hearing 
was  with  reference  to  the  amounts  paid  for  certain  parcels  of  land 
in  zone  4  from  which  it  developed  an  average  cost  of  $69.86  per 
acre.  The  unit  of  value  of  all  lands  in  zone  4  was  found  in  the 
tentative  valuation  to  be  $15  per  acre.  We  have  hereinbefore  ap- 
proved the  recommendation  of  our  appraisers  that  this  unit  be  in- 
creased to  $42  per  acre,  resulting  in  an  increase  of  $7,088.58  in  the 
present  value  of  the  lands  in  this  zone.  No  further  increase  is 
warranted  on  the  record. 

FINAL  VALUE 

The  carrier's  books  record  an  investment  of  $1,035,390.22  in  road 
and  equipment,  including  land,  on  date  of  valuation.  The  cost  of 
reproduction  new  of  the  property  of  the  carrier,  exclusive  of  land,  we 
find  to  be  $500,062,  and  cost  of  reproduction  less  depreciation 
$469,258.   We  find  the  value  of  the  lands  wholly  owned  and  used 

lie  i.  a  a 


Digitized  by  Google 


412  INTERSTATE  COMMERCE  COMMISSION  REPORTS 

by  the  carrier  on  date  of  valuation,  determined  in  conformity  with 
our  usual  methods  to  be  $20,414.89. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of 
valuation  date.  This  discrepancy  will  be  removed  when  we  adjust 
to  later  dates,  in  accordance  with  the  requirements  of  the  valuation 
act,  the  final  values  herein  reported. 

From  date  of  organization  to  date  of  valuation  the  net  income  of 
the  carrier  was  $8,773.99,  and  for  year  ending  on  date  of  valuation, 
$6,877.28.  No  dividends  were  paid  to  date  of  valuation.  The 
unmatured  long-term  debt  amounted  to  $500,000. 

We  find  that  the  value  for  rate-making  purposes  of  the  property 
of  the  carrier,  owned  and  used  for  purposes  of  a  common-carrier, 
including  $2,199  for  working  capital,  is  $504,199.  An  order  will 
be  entered  in  accordance  with  our  finding. 


Order 

Entered  September  17, 1926 

This  case  having  been  duly  heard  and  submitted  by  the  parties, 
and  full  investigation  of  the  matters  involved  having  been  had  and 
said  division  having,  on  the  date  hereof,  made  and  filed  a  report 
containing  its  conclusions  thereon,  which  report  is  hereby  referred 
to  and  made  a  part  hereof : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Cumberland  and  Man- 
chester Railroad  Company,  as  of  June  30, 1918: 

Location  and  general  description  of  property. — The  railroad  of 
the  Cumberland  and  Manchester  Railroad  Company,  hereinafter 
called  the  carrier,  consists  of  23.022  miles  of  single-track  standard- 
gauge  steam  railroad,  extending  from  Heidrick  to  Manchester  in 
the  State  of  Kentucky.  In  addition  to  the  above  main-track  mileage 
it  owns  1.827  miles  of  yard  tracks  and  sidings,  making  an  aggregate 
of  all  tracks  of  24.849  miles.  It  also  jointly  owns  with  the  Louis- 
ville and  Nashville  Railroad  Company  0.530  mile  of  yard  tracks  and 
sidings. 
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Capitalization. — The  carrier  has  outstanding,  on  date  of  valuation, 
a  total  par  value  of  $550,000  in  stocks  and  long-term  debt,  of  which 
$50,000  represents  common  stock,  and  $500,000  funded  debt. 

Result*  of  corporate  operations. — For  the  period  from  January  1, 
1917,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  61.0  per  cent  of  the  railway  operating  revenues.  The 
carrier  has  not  declared  any  dividends  to  date  of  valuation. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  determined,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  regarding  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment.— The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the 
books  of  the  carrier  as  $1,035,390.22,  detailed  in  Appendix  2,  of 
which  $996,900  represents  outlays  other  than  cash,  the  cash  value  of 
which  at  the  time  of  the  transaction  is  not  known  and  can  not  be 
determined,  as  it  is  not  shown  in  the  records. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  wholly  owned  and  used  by  the  carrier,  are 
$500,062  and  $469,258,  respectively.  Its  portions  of  jointly  owned 
minor  facilities  are  included  in  the  wholly  owned  and  used  property. 
These  amounts,  classified  in  conformity  with  the  classification  of  ex- 
penditures for  road  and  equipment  as  prescribed  by  us  are  shown  in 
the  summary  sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication  to 
public  use,  and  their  present  value. — The  carrier  owns  and  uses  for 
common-carrier  purposes  297.26  acres  of  lands.  The  total  original 
cost  of  lands  owned  and  used  by  it  for  carrier  purposes  can  not  be 
ascertained,  as  the  necessary  records  are  not  obtainable,  but  the  origi- 
nal cost  of  a  portion  of  these  lands  so  far  as  supported  by  the  ac- 
counting records  is  $193.85.  Other  data  on  their  original  cost  will 
be  found  in  Appendix  2.  The  present  value  of  the  297.26  acres  of 
carrier  lands  owned  and  used  is  found  to  be  $20,414.89. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  no  property  held  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  carrier  and  included  in  the  preceding  statement  of 
carrier  lands  owned  and  used,  169.58  acres,  with  a  present  value  of 
$2,543.70,  were  acquired  through  aids.  Of  these  lands  received  as 
aids,  the  carrier  reports  that  certain  parcels,  having  an  estimated 
\  alue  of  $61.25,  were  received  by  it  from  various  individuals  as  aids, 
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gifts,  grants,  or  donations,  but  no  amount  was  recorded  in  its 
accounts  as  representing  the  value  of  the  land  when  received.  The 
title  to  the  other  lands  was  conveyed  by  deeds  reciting  nominal  con- 
siderations only  and  their  values  at  the  time  acquired  can  not  be 
determined. 

Material  and  supplies. — The  book  value  of  material  and  supplies 
on  hand  on  date  of  valuation  is  shown  in  the  records  of  the  carrier 
as  $850.94. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  here  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  owned  and  used,  devoted  by  it 
to  common-carrier  purposes,  is  found  to  be  $604,199.  The  sum  of 
$2,199  is  included  in  the  value  above  stated  on  acccount  of  working 
capital,  including  material  and  supplies.  No  other  values  or  ele- 
ments of  value  to  which  specific  sums  can  now  be  ascribed  are  found 
to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are 
Appendixes  1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduction 
new,  and  cost  of  reproduction  less  depreciation,  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  present  corporation;  moneys  received  by 
reason  of  issues  of  stocks,  bonds,  and  other  securities,  together 
with  the  syndicating,  banking,  and  other  financial  arrangements 
attending  their  issue;  the  net  and  gross  earnings;  a  statement  of 
the  expenditures  of  moneys  accompanied  by  a  statement  of  the 
purposes  thereof;  the  development  of  fixed  physical  property; 
investment  in  road  and  equipment ;  the  cost  of  lands,  rights  of  way, 
and  terminals;  the  general  balance  sheet  statement;  and  other 
pertinent  information.  Appendix  3  is  a  statement  of  the  method  for 
determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  States  in  which  the  carrier  embraced  in  this  proceeding  operates, 
give  the  details  respecting  the  figures  here  reported  and  are  on 
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Hie  in  the  Bureau  of  Valuation  of  the  commission,  open  to  public 
inspection,  and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 
stated. 


APPENDIX  l 

TRAFFIC  CONNECTION 8 

The  carrier  has  direct  connections  with  the  line  of  the  Louisville  and  Nash- 
ville Railroad  Company  at  Hendrick,  Ky.,  for  the  Interchange  of  traffic. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  country  traversed  Is  mountainous.  The  soil  Is  a  sandy  loam. 

ECONOMIC  CONDITIONS  BELATINO  TO  TRAFFIC 

The  principal  product  of  the  region  traversed  is  coal. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  light,  averaging  14,000  cubic  yards  to  the  mile,  with  20  per 
cent  loose  rock  and  42  per  cent  solid  rock  classification.  There  are  no  bridges 
of  Importance.   The  rail  is  principally  70-pound  re-lay. 

EQUIPMENT 

The  carrier  owns  and  uses  the  following  equipment:  Three  steam  locomotives, 
seven  freight-train  cars,  four  passenger-train  cars,  six  work-equipment  units. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  the  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  Interest,  have  been  estimated  at  1.5  per 
cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  con- 
struction has  been  estimated  for  one-half  the  construction  period  of  10  months 
plus  3  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts,  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  3  months  at  6  per  cent  per  annum. 
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SUMMARY 


The  carrier's  portions  of  Jointly  owned  minor  facilities  are  included  in  the 
reproduction  costs  shown  below: 

Wholly  owned  and  used 


Classes 


l.  IIOAD 


Kngineering   

Grading   

llridRi-s,  trestles,  and  cuhorls.-. 

Ties  

Rails    

Other  tract  material,.  

Ballast    

Tnickbving  and  surfacing  

Right-of-way  fences  

Crossings  and  sijai3  

Station  and  office  building  

Roadway  buildings  

Water  stations  -.  

Fuel  stations   

Shops  and  onginu  house.*          -  - 

Telegraph  and  telephone  lines. . 

Roadway  machines  

Roadway  small  tools   

Shop  machinery.--   


Total,  1,  and  3  to  47,  inclusive. 


It.  EQUIPMENT 


Steam  locomotives..  

Freight-train  ears  

Passenger-train  cars  

Work  equipment  


Total,  61  to  58,  inelusiw  

ID.  GENERAL  EXI'KXIHTVREfl 


71  Organization  expenses  ... 

72  !  General  officers  Bnd  clerks... 

73  Low   

74  Stationery  and  printing  

76  Tares.   

77  Other  expenditures,  general. 
Interest  during  construction . 


Total,  71  to  77,  inclusive  

Ornnd  total.  1,  and  3  to  77,  inclusive. 


Cost  of 

Cost  of 

reproduc- 

reproduc- 

tion loss 

tion  new 

deprecia- 
tion 

•  it  via 

9 1 1 ,  oov 

19,'),  442 

195,41ft 

47,  768 

42,033 

34,  f#2 

25,888 

65,000 

63, 640 

12,  m 

11,316 

1.  109 

752 

27,  W7 

24,  579 

IS.  ™ 

6,050 

2,  002 

1,831 

15,  830 

H.  om 

4  SO 

432 

3,  212 

2,670 

282 

240 

4.723 

4.467 

5,  0B5 

4,689 
8,  566 

6,945 

480 

3fl0 

3, 150 

2,647 

450.  729 

424,280 

9.743 

8.  WW 

2,  400 

2,146 

5.  CK7 

4,184 

1,  050 

(«2 

IS.  280 

15,810 

0. 761 

24,292 

22,813 

31.035 

29,168 

500.  062 

APPENDIX  2 


INTRODUCTOKY 

The  carrier  is  a  corporation  of  the  State  of  Kentucky,  having  its  principal 
office  at  Manchester,  Ky.  It  is  controlled  by  Charles  F.  Held  rick  through  owner- 
ship of  a  majority  of  its  outstanding  capital  stock.  On  the  other  hand,  the 
records  do  not  indicute  that  this  company,  itself,  controls  any  other  common- 
carrier  corporations.  The  property  of  the  carrier  has  always  been  operated 
by  its  own  organization. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  May  26,  1915,  under  the  general  laws  of  the 
State  of  Kentucky,  for  the  purpose  of  constructing  and  operating  a  railroad 
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from  a  point  at  or  near  Barboursville  to  Manchester,  Ky.  The  date  of  its 
organization  was  not  determined. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  owned  mileage  of  the  carrier,  28.022  miles,  was  constructed  for  the 
company  by  Charles  P.  Heidrick,  who  was  affiliated  with  the  company  during 
the  period  from  May  26,  1915,  to  January  1,  1917. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  records  of  the 
carrier  do  not  Indicate  that  any  syndicating  arrangements  were  made  In  con- 
nection with  the  issuance  of  Its  securities.  The  financial  arrangements  of  the 
carrier  have  included  a  contract  dated  October  15,  1915,  with  Charles  F.  Heid- 
rick for  the  construction  and  equipping  of  its  road  from  Heidrick  to  Man- 
chester, Ky.  This  contract  provided  for  the  issuance  of  $496,900  par  value  of 
capital  stork  and  $500,000  par  value  of  first-mortgage  bonds  of  the  company 
that  were  to  be  delivered  in  installments  to  Charles  F.  Heidrick  as  follows: 


Stock 

$25,000 
4,000 
3,000 
1,000 
5,000 

5,000 

$25,000 
1000 
3,000 
1,000 
5,000 

5,000 

3.  Upon  delivery  of  each  mile  of  rail  and  track  fixtures   

6.  Upon  delivery  of  cars  (two  passenger,  one  combination,  three  flat,  one  box,  and 

7.  Upon  completion  of  stations,  tool  houses,  coal  and  water  stations  and  telephone 

lines  the  balance  of  $24fi.900  of  stock  and  $250,000  of  bonds. 

8.  The  remainder  of  the  stock  and  bonds,  of  $250,000  par  value  each,  to  be  delivered  to 

Charles  F.  Heidrick  on  completion  of  contract,  but  only  when  the  net  revenue 
from  operations,  applicable  to  Interest  on  bonds  is,  for  n  period  of  one  year,  one 
and  one-half  times  the  amount  required  to  pay  the  interest  on  bonds  delivered 
or  to  be  delivered  under  the  contract. 

The  records  reviewed  show  that  to  date  of  valuation,  the  carrier  has,  under 
the  above  contract,  only  issued  $46,900  par  value  of  its  capital  stock.  The  lia- 
bility for  the  remainder  to  be  issued  thereunder,  $450,000,  is  carried  on  its 
balance  sheet  as  a  deferred  liability.  With  respect  to  the  bonds,  the  records 
show  that  the  entire  $500,000  par  value  were  actually  issued  to  Charles  F. 
Heidrick,  but  that  $250,000  are  deposited  in  escrow  with  the  Union  Trust 
Company  of  Pittsburgh,  Pa.,  and  no  interest  has  been  computed  thereon  to 
date  of  valuation. 

The  carrier  has  issued  its  securities  and  incurred  other  indebtedness  under 
conditions  and  for  considerations  described  in  detail  in  the  paragraphs  of  this 
section  devoted  to  capital  stock,  long-term  debt,  and  other  obligations. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation  to 
date  of  valuation,  the  carrier  has  issued  capital  stock  and  long-term  debt,  as 
indicated  by  its  records,  aggregating  $550,000  par  value,  all  of  which  is 
actually  outstanding.    The  details  are  summarized  in  the  following  table: 


Class 


Issued 
and  ac- 
tually 
out- 
standing 


Block,  capital  stock,  par  value,  common  

Long-term  debt,  funded  debt,  par  value,  issued. 

ToUl  
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500,000 


550.000 
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Capital  stock.— The  authorized  capital  stock  of  the  carrier  Is  $500,000  par 
value,  divided  into  shares  of  $100  par  value  each,  all  of  which  is  classified  as 
common  stock.  Of  the  amount  authorized,  $46,900  was  Issued  at  par  in  part 
consideration  for  construction  of  property  and  $3,100  was  issued  at  par  for 
cash.  The  stock  thus  Issued,  $50,000  par  value,  is  actually  outstanding.  The 
carrier  is  carrying  on  its  balance  sheet  at  the  date  of  valuation,  as  a  deferred 
liability,  an  amount  of  $450,000  representing  the  balance  due  Charles  F. 
Held  rick  for  the  construction  of  its  property  under  the  contract  of  October  15, 
1915,  previously  referred  to.  The  above  amount  is  convertible  Into  capital  stock 
of  the  company  under  conditions  outlined  in  the  construction  contract  as  pre- 
viously explained  in  this  section. 

Funded  debt. — The  carrier  issued  first-mortgage  5  per  cent  gold  bonds  of 
$500,000  par  value,  dated  January  3,  1916,  maturing  January  1,  1956,  in  part 
consideration  for  construction  of  property,  all  of  which  are  actually  out- 
standing. 

Short-term  notes.— The  carrier  has  issued  short-term  notes  of  $9,868.54  par 
value  to  date  of  valuation,  all  of  which  are  actually  outstanding.  The  consid- 
erations recorded  us  passed  in  connection  with  the  issuance  of  these  notes 
$9,500  cash  and  liquidation  of  accounts  payable  in  the  amount  of  $368.54. 


TIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  January  1,  1917,  to  date  of 
valuation,  follows: 


Period 


Operating  income: 

Railway  operatinR  revenue. 
Railway  operutin*  expenses. 


37,  m.  f»2 


m.  no.  31 

Ml.  7 13  42 


Net 
Railway  Ux 

Gross  iDcome..... 


1,74)1.00 


32.  470.  *> 
1. 501. 00 


■il.U-Hi.ia  j  30,977.99 


Deductions  (roil)  ftross  inc 

Hire  of  equipment  

Interest  <m  funded  debt  

Interval  on  unfunded  debt  . . . 


1, 703. 53 
12,  409.  97 
43«J.  85 


Total  

Net  income. 


14,  M3.  35 
6,  877.  2S 


Disposition  of  uet  income,  income  credit  bnlnnce  transferred  to  profit  and  lews.  .  j     6,877.  28 


3,014  10 
18,  74'/  06 
439.85 

22.  204.  00 

ft,  773.  90 


H,  773.  99 


Pro/It  and  log*  statement. — The  credit  balance  in  the  profit  and  loss  account 
of  the  carrier  on  date  of  valuation  is  $8,773.99,  representing  the  credit  balance 
transferred  from  income. 

Dividends.— The  carrier  has  not  declared  any  dividends  to  date  of  valuation. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 


The  Investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation  is  stated  in  its  books  as  $1,035,390.22,  of  which  the  following 
is  a  general  analysis: 
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For  original  construction: 

Capital  stock  Issued  under  contract  at  par  value  $46, 900 

Funded  debt  issued  under  contract  at  par  value   500,000 

Amount  credited  to  an  open  account  as  being  due 
the  contractor,  convertible  into  capital  stock  of 
the  company  at  par  value,  classified  on  the  balance 

sheet  as  a  deferred  liability   450,000 

  $996,900.00 

For  additions  and  betterments,  recorded  money  outlay   88, 490. 22 

Total  recorded  as-  of  date  of  valuation   1, 035, 390. 22 

This  amount  is  the  result  of  gross  outlays  that  consist,  in  part,  of  con- 
siderations other  than  cash  recorded  as  $1)90,000,  the  cash  value  of  which 
at  the  time  of  the  transactions  is  not  known  and  can  not  be  definitely 
determined. 

ORIGINAL  008T  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained,  for  the  reason  that  no  accounting  records  of  the  contractor  were 
obtained.  The  data  obtained  on  the  outlay  for  creating  and  improving  such 
property  are  those  found  in  the  road  and  equipment  investment  account  of  the 
carrier,  summarized  as  follows: 

Recorded  money  outlay  $38, 490. 22 

Capital  stock  issued  at  par  value     46, 900. 00 

Funded  debt  issued  at  par  value   500, 000. 00 

Amount  credited  to  an  open  account  as  being  due  the  contractor         450, 000. 00 

Cost  of  lands— The  carrier  reports  amounts  aggregating  $7,697.70  as  the  out- 
lays by  itself  in  connection  with  lands  owned  or  used  by  it.  The  returns  made 
by  the  carrier  include  certain  lunds  which  were  donated ;  certain  lands  for 
which  there  is  no  reference  to  evidence  of  title;  and  certain  lands  held  under 
agreements  to  convey,  no  other  evidence  of  title.  The  $7,697.70  reported  by 
the  carrier  as  costs  for  the  remaining  lands  owned,  is  made  up  of  $193.85  of 
costs  supported  by  accounting  records  and  $7,503.85  of  substantial  considerations 
named  in  deeds,  or  other  instruments,  which  it  returned  as  costs,  but  which  are 
not  supported  by  accounting  records.  These  lunds  have  been  classified  as  car- 
rier, owned  and  used.  All  of  the  above  lands  are  located  In  the  State  of  Ken- 
tucky. 

Cost  of  machinery  and  equipment.— The  carrier  reports  that  it  owns  and  uses 
26  units  of  equipment,  10  roadway  machines,  and  certain  machinery,  with  costs 
aggregating  $45,700.79.  A  verification  of  the  returns  of  the  carrier  indicates 
that  the  number  of  units  of  equipment  should  be  reduced  by  six,  and  that  the 

costs  should  be  reduced  by  $959.64,  as  detailed  below: 


Description 

Units 

Amount 

Additions: 

Koadway  machines— 

$610.00 
6,376.23 
13.80 

1 
1 

1 

8,8W.03 
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Deductions: 

Hoadwny  machines,  reported  but  not  inventoried  

Freight-train  can,  transferred  to  roadway  machines  

Work  equipment— 

Dump  cars  reported  but  not  inventoried   

Transferred  to  roadway  machines  

Miscellaneous  equipment- 
Transferred  to  roadway  machines  

Freight  on  nuto  bus  not  used  in  carrier  service  


Total  

Net  total  deductions. 


Unite 


$510,00 

842L22 
6,375,23 

13.80 
117.43 


7,858.67 


959.64 


After  making  the  changes  noted  above  and  classifying  the  returns  according 
to  the  classification  herein  of  the  property  to  which  they  apply,  the  revised 
returns  are  summarized  as  follows: 


Classification 


Machinery: 

Hoadway  machines.. 

8hopi 


Total.. 


Units 


Costs  sup- 
ported by 
nocount- 

ing  records 


10 


Equipment: 

Stenm  locomotives... 
Freight-train  cars.... 
Passenger-train  cars.. 
Work  equipment  


Total. 


20 


$6,961.03 

759.03 


7,720.06 


5,869.18 
241.3:, 
68.  34 
842.22 


7,021.09 


Costs  M- 
I 


$30,  000 


30,000 


>  Amounts  estimated  by  the  company  or  otherwise  not  supported  by 


AIDS,  OlFTfl,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  certain  parcels  of  land,  having  an  estimated  value 
of  $61.25,  were  received  by  it  from  various  individuals  as  aids,  gifts,  grants, 
or  donations,  but  no  amount  was  recorded  in  its  accounts  as  representing  the 
value  of  the  land  when  received. 

MATERIAL  AND  SUPPLIES 

The  investment  of  the  carrier  In  material  and  supplies  on  date  of  valuation 
is  stated  in  its  books  as  $850.94.  The  records  reviewed  do  not  indicate  that 
an  adjustment  was  made  of  this  account  by  reason  of  an  inventory  taken  just 
prior  to  date  of  valuation. 


GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valua- 
tion, is  as  follows  : 
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ASSETS 

Investments,  investment  In  road  and  equipment    $1,035,390.22 

Current  assets : 

Cash   1, 848.  28 

Net  balance  receivable  from  agents  and  conductors   2,635.08 

Miscellaneous  accounts  receivable   8,873.20 

Material  and  supplies   850.94 

Total   8,  708. 40 

Unadjusted  Debits : 

Rents  and  Insurance  premiums  paid  in  advance   33. 32 

Other  unadjusted  debits   1, 738. 15 

Total   1, 771. 47 

Grand  total-    1,045,870.09 

LIABILITIES 

Stock,  capital  stock       50,000.00 

Long-term  debt,  funded  debt  unmatured   500,000.00 

Current  liabilities: 

Loans  and  bills  payable       9,868.54 

Audited  accounts  and  wages  payable   3. 044. 46 

Miscellaneous  accounts  payable   2,015.72 

Interest  matured  unpaid   18,749.96 

Total   83, 678. 68 

Deferred  liability,  other  deferred  liabilities   452, 085. 40 

Unadjusted  credits: 

Tax  liability  (debit)   70.09 

Other  unadjusted  credits   1, 402. 11 

Total   1, 832. 02 

Corporate  surplus,  profit  and  loss,  credit  balance—   8, 773.  99 

Grand  total   1,046,870.09 

APPENDIX  3 


ANALYSIS  OF  METHODS  FOR  DETKR  MINING  WORKING  CAPITAL 

■ 

» 

Working  capital  Is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary 
to  pay  the  operating  expenses  Incurred  for  common-carrier  service  prior  to 
the  time  when  the  revenues  from  that  service  are  available;  and,  third,  a 
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buffer  fund  of  casta  constantly  on  baud  to  cover  amply  ttae  recurrent  and 
fluctuating  deficiencies  In  the  inflow  of  revenue  applicable  to  payments  falling 
due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  tbe  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  qr  In  part  by 
Impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating  ex- 
penses will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between 
the  available  revenues  and  the  expenses  within  any  period.  Also,  considera- 
tion has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material 
and  supplies.  The  factors  affecting  cash  working  capital  are  as  follows: 
The  relative  amount  of  revenue  from  the  various  classes  of  service;  the 
elapsed  time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury 
of  the  revenues  for  the  service,  Including,  for  prepaid  freight,  the  time  for 
movement  of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  load- 
ing, and  the  time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight 
with  charges  collected  at  destination,  in  addition,  the  time  for  movement  under 
load,  the  time  consumed  in  unloading,  and  the  credit  period  for  payment  of 
charges ;  the  relative  amount  of  operating  expenses  for  various  purposes ;  and 
the  elapsed  time  from  the  beginning  of  the  accrual  of  such  respective  expenses 
to  the  time  when  they  must  be  paid.  The  factors  in  most  cases  represent  the 
experience  of  all  Class  I  carriers  and  in  a  few  cases  consist  of  specially  as- 
sembled data  from  the  experience  of  territorially  scattered  carriers  that  repre- 
sent over  40  per  cent  of  the  operating  expenses  of  all  Class  I  carriers.  For  mate- 
rial and  supplies,  consideration  has  been  given  to  the  average  book  value  of  the 
stcck  carried  by  all  Class  I  and  Class  II  carriers  on  June  80  for  the  years 
1014-1016,  and  to  the  fact  that  some  part  of  this  stock  is  held  for  additions 
and  betterments  and  new  construction  and  that  some  part  represents  more 
or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  per- 
centage of  a  year's  operating  expenses,  the  result  indicates  that  the  average 
requirement  of  carriers  for  operating  working  capital,  including  cash  ad- 
vanced to  anticipate  revenues,  cash  on  hand,  and  Investment  in  a  stock  of 
material  and  supplies,  Is  about  1&0  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  Individual  roads,  consideration  is  given 
so  far  as  data  obtainable  from  reports  on  file  with  the  commission  apply,  to 
the  difference  between  the  factors  applicable  to  those  roads  and  the  average 
of  factors  applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These 
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differences  are  in  respect  to  the  relative  amount  of  revenues  from  passenger 
and  freight  service,  and  the  average  haul  of  freight  and  the  ratio  between 
empty  and  loaded  car  movement  in  their  effect  upon  the  elapsed  time  before 
the  revenues  from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  In  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's  com- 
mon-carrier property  of  that  kind  can  not,  of  course,  be  greater  thun  the 
amount  actually  on  hand.  In  such  cases,  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  band. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  date  of  valuation,  it  is  found  that  the 
working  capital  used  for  common-carrier  purposes  during  that  period  aver- 
aged 10.40  per  cent  of  the  annual  operating  expenses.  Applying  that  percentage 
to  the  annual  operating  expenses  in  operation  only  one  and  one-half  years  it  is 
found  that  the  working  capital  used  for  common-carrier  purposes  on  date  of 
valuation  Is  $3,037. 

The  material  and  supplies  and  cash  on  hand  on  date  of  valuation  were 
less  than  the  average  amount  found  by  the  above  method.  Accordingly,  it  is 
found  that  the  working  capital  owned  and  used  by  the  carrier  for  common- 
carrier  operations  on  date  of  valuation  is  $2,199. 
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Valuation  Docket  No.  647 
LAWNDALE  RAILWAY  AND  INDUSTRIAL  COMPANY 


Submitted  November  18,  1925.   Decided  October  1,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Lawndale  Rail- 
way and  Industrial  Company,  owned  and  used  for  common-carrier  pur- 
poses, found  to  be  $81,5T5,  as  of  June  80,  1918. 

Report  of  the  Commission 
Division  1,  Commissioners  Meyer,  ArrcrasoN,  and  Lewis 
By  Division  1: 

The  Lawndale  Railway  and  Industrial  Company,  hereinafter 
called  the  carrier,  is  a  corporation  of  the  State  of  North  Carolina. 
It  owns  and  operates  a  single-track  narrow-gauge  steam  railroad, 
extending  from  Lawndale  Junction,  N.  C,  to  Lawndale,  N.  C.  a  dis- 
tance of  9.278  miles.  It  also  owns  1.623  miles  of  yard  tracks  and 
sidings. 

By  our  order  of  October  2,  1925,  entered  in  this  proceeding,  we 
completed  the  tentative  valuation  as  of  June  30,  1918,  of  the  prop- 
erty of  the  carrier.  Notice  thereof  was  duly  served  upon  the  car- 
rier and  other  interested  parties  in  the  manner  and  as  required  by 
law.  No  protest  was  filed  as  provided  for  in  section  19a  of  the  in- 
terstate commerce  act  by  any  of  the  parties  in  interest  in  this  pro- 
ceeding. 

The  tentative  valuation  will  be  made  finaL 


Order 
Entered  October  1, 1926 

It  appearing^  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
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States,  the  Governor  of  North  Carolina,  and  the  North  Carolina 
Corporation  Commission; 

It  further  appearing  y  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Lawndale  Railway  and 
Industrial  Company  as  of  June  30,  1918 : 

Location  and  general  description  of  property. — The  railroad  of 
the  Lawndale  Railway  and  Industrial  Company,  hereinafter  called 
the  carrier,  is  a  single-track  narrow-gauge  steam  railroad,  located 
in  southwestern  North  Carolina.  The  main  line  extends  from  Lawn- 
dale Junction  to  Lawndale,  a  distance  of  9.278  miles.  The  carrier 
also  owns  1.623  miles  of  yard  tracks  and  sidings.  Its  road  thus 
embraces  10.901  miles  of  all  tracks  owned. 

The  carrier  has  trackage  rights  over  1.743  miles  of  road  between 
Lawndale  Junction  and  Shelby,  N.  C,  that  is  owned  by  the  Seaboard 
Air  Line  Railway  Company,  and  in  connection  therewith  the  carrier 
owns  and  uses  a  third  rail  on  such  tracks  for  the  accommodation 
of  its  narrow-gauge  equipment. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $00,000  in  common  stock. 
It  has  no  outstanding  long-term  debt. 

Results  of  corporate  operations. — For  the  period  from  January 
1, 1904,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  83.98  per  cent  of  the  railway  operating  revenues,  and  for 
the  period  of  10  years  preceding  date  of  valuation,  88.11  per  cent. 
The  ratios  and  the  net  railway  operating  income  or  deficit  for  the 
years  ended  on  June  30,  from  1909  to  1918,  are  given  in  the  table 
below. 


Period 


Year  1909.. . 
Year  1010... 
Year  1911.-- 
Year  1012... 
Year  1913... 


Ratio 


83.2 
72.4 
70.5 
75.  a 
KH.4 


I— 


$1,832 
3,  5M 
4,172 
a.  558 
1.770 


Year  1914 . 
Year  J915. 
Year  191 0_ 
Year  1917. 
Ycr  1918. 


Ratio 

Income 

93.0 

$1,068 

05.  2 

4{M 

105.4 

•1,117 

90.  3 

1.103 

104.7 

•037 

During  the  period  of  10  years  preceding  date  of  valuation,  divi- 
dends of  4  per  cent  and  5  per  cent  on  the  common  stock  were 
declared  in  the  years  1911  and  1912,  respectively. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
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sary  records  arc  not  obtainable.  The  data  obtained  on  the  outlay 
for  creating  and  improving  the  property  may  be  stated  as  $84,989.72 
money  outlay,  less  an  undetermined  portion  thereof  assignable  to 
retirements  recorded  at  $5,931.82.  Further  information  will  be 
found  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  car- 
rier in  road  and  equipment,  including  land,  on  date  of  valuation,  is 
stated  in  its  books  as  $79,057.90.  Of  this  amount,  $58,345.28,  less  an 
undetermined  portion  thereof  assignable  to  offsetting  items  included 
in  amounts  recorded  at  $5,931.82,  represents  considerations  other 
than  money,  the  cash  value  of  which  at  the  time  of  the  transaction 
we  are  not  able  to  report  because  it  has  been  impossible  to  obtain 
the  information.    Further  information  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion,— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  wholly  owned  and  used  by  the  carrier,  are 
$100,499  and  $71,482,  respectively.  These  amounts,  classified  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
ment as  prescribed  by  us,  are  shown  in  the  summary  sheet,  which  is  a 
part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminal*  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and 
uses  for  common-carrier  purposes  68.01  acres  of  land.  The  total 
original  cost  of  these  lands  can  not  be  ascertained,  as  the  necessary 
records  are  not  obtainable,  but  data  on  their  original  cost  will  be 
found  in  Appendix  2.  Their  present  value  is  $7,876.75.  The  esti- 
mates of  cost  of  reproduction  covered  by  this  report  are  based  upon 
the  1914  level  of  prices,  while  the  present  value  of  the  common- 
carrier  lands  covered  by  the  report  is  based  upon  the  fair  average  of 
the  normal  market  value  of  lands  adjoining  and  adjacent  to  the 
rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valuation 
date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  value  herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  carrier.— 
The  carrier  owns  and  holds  cash  on  hand  and  material  and  supplies 
in  the  amount  of  $6,248.  Of  this  amount,  $1,575  is  necessary  for  its 
use  as  working  capital  and  that  sum  is  therefore  included  in  the  final 
value  stated  elsewhere  in  this  report.  The  remainder,  $4,673,  is 
owned  and  held  by  the  carrier  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  and  used  by  the  carrier  and  included  in  the  preceding  state- 
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ment  of  carrier  lands  owned,  49.36  acres,  with  a  present  value  of 
$4,906.75,  were  acquired  through  aids.  Title  to  these  lands  was 
acquired  through  deeds  reciting  merely  nominal  considerations  or 
no  considerations.  We  are  not  able  to  report  the  value  of  these  lands 
at  the  time  acquired. 

Material  and  supplies— The  book  value  of  the  material  and  sup- 
plies on  hand  on  date  of  valuation  is  shown  in  the  records  of  the 
carrier  as  $3,603.22. 

Final  value.— After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  herein  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  wholly  owned  and*used,  de- 
voted by  it  to  common-carrier  purposes,  is  found  to  be  $81,575.  The 
sum  of  $1,575  is  included  in  the  value  above  stated  on  account  of 
working  capital,  including  material  and  supplies.  No  other  values 
or  elements  of  value  to  which  specific  sums  can  now  be  ascribed  are 
found  to  exist. 

Appendixes.— Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduc- 
tion new  and  cost  of  reproduction  less  depreciation,  above  set  forth,  • 
in  conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  carrier;  moneys  and  other  considerations 
received  by  reason  of  issues  of  stocks,  bonds,  and  other  securities, 
together  with  the  syndicating,  banking,  and  other  financial  arrange- 
ments attending  their  issue;  the  net  and  gross  earnings;  the  develop- 
ment of  fixed  physical  property;  investment  in  road  and  equipment; 
the  cost  of  lands,  rights  of  way,  and  terminals;  the  general  balance 
sheet  statement;  and  other  pertinent  information.  Appendix  3  is  a 
statement  of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  8,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  is  situ- 
ated, give  the  details  respecting  the  figures  here  reported,  and  are 
on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to  public 
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inspection,  and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 
stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  line  of  the  carrier  has  direct  connection  with  the  railroad  of  the  Sea- 
board Air  Line  Railway  Company,  for  Interchange  of  traffic,  at  Lawndale 
Junction,  N.  C. 

PHYSICAL  CONDITIONS  AFFBCTINO  CONSTRUCTION 

The  country  traverse  is  slightly  rolling.  The  soil  Is  a  rich,  sandy  loam 
underlaid  with  clay  or  soft  sandstone. 

ECO  NO  If  10  CONDITIONS  REI.ATINO  TO  TRAFFIC 

The  land  in  the  vicinity  of  the  line  is  highly  developed  agriculturally,  the 
principal  crops  being  grain,  cotton,  and  tobacco.  The  principal  business  of  the 
road  is  handling  products  of  the  cotton  mills  at  Lawndale,  N.  C. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  light,  averaging  about  7.000  cubic  yards  per  mile,  and  the 
material  is  classified  80  per  cent  common,  18  per  cent  loose  rock,  and  2  per  cent 
solid  rock.  There  are  five  pile-and-frame  trestles  on  the  line,  aggregating  COO 
*  feet  in  length.  The  main  track  is  laid  with  re-lay  40-pound  rail,  placed  on 
crossties,  averaging  about  3,170  per  mile,  that  are  practically  all  oak.  The 
track  is  full  earth  surfaced  with  the  exception  of  a  small  amount  of  cinder 
baUast. 

EQUIPMENT 

The  carrier  owns  and  uses  the  following  units  of  equipment:  2  steam  loco- 
motives, 22  freight-train  cars,  3  passenger-train  cars. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction 
has  been  estimated  for  one-half  the  construction  period  of  six  months,  plus 
three  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  three  months  at  0  per  cent  per  annum. 
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Wholly  owned  and  used 


Cost  of 
reproduc- 
tion new 


Cost  of 
repr  induc- 
tion less 

d«'pre- 


I.  BOAD 


Engineering  

Grading  

Bridges,  trestles,  and  culverts.. 

Ties  

Kails   

Other  track  mat*rinl  

Ballast   

Tracklaying  and  surfacing  

Crossings  and  signs  

Station  and  office  build) nps. 


--*   - 


Wnter  stations.. 
Shops  and  coplnc  housw. 

Rondwuy  machines  

Roadway  small  toots  


Total,  1,  and  3  to  47.  Inclusive. 


n.  equipment 


SI    Steam  locomotives. 


cars  

Total,  51  to  58.  inclusive  


Organization  cipeti«s  

Oenerul  officers  and  clerks ... . 

Law...  

Stationery  and  printing  

Tans...  

Other  expenditures,  genernl... 
Interest  during  construction. 


Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  inclusive. . 


$Z  89S 

17,916 
7.270 

8.  7«2 
17,  590 

:\  (Mb 

304 

9,  797 
til  2 

1.  C0J 

M 

2.  143 
2,  50S 

59 
126 


75,  342 


13,  148 

('.,  071 


21.412 


1.  130 


2.G15 


3.  745 


100,  m 


$2,898 
17.916 

3,  246 

4.  3»i 

13, 898 
2,212 
152 
G,6<>2 
531 
1,193 
27 
1,127 
1,  930 
43 
03 


5fl,  279 


8,020 
3.714 
714 


12.448 


848 


1,907 


2,755 


71,  482 


APPENDIX  2 


INTRODUCTORY 


The  carrier  la  a  corporation  of  the  State  of  North  Carolina,  having  it9  prin- 
cipal office  at  Lawndale,  N.  C.  Although  the  carrier  acquired  title  to  its 
property  on  November  16,  1903,  It  did  not  commence  accounting  for  the  results 
of  the  operations  of  its  property  until  January  1,  1004.  The  accounting  data 
In  this  report,  therefore,  cover  the  period  from  January  1,  1904.  The  records 
reviewed  do  not  Indicate  that  the  carrier  is  controlled  by  any  Individual  or 
corporation,  nor,  on  the  other  hand,  that  it  controls  any  other  common-carrier 
corporation.  The  property  of  the  carrier  has  been  operated  by  Its  own  organi- 
zation from  January  1,  1904,  to  the  date  of  valuation.  From  November  16, 
1903,  to  December  81,  1903,  it  was  operated  by  the  Cleveland  Cotton  Mills 
and  the  results  thereof  were  recorded  In  that  company's  accounts. 
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CORPORATE  HISTORY 

The  carrier  was  Incorporated  November  16,  1905,  under  the  general  laws  of 
the  State  of  North  Carolina.  The  date  of  organization  of  the  carrier  has  not 
been  ascertainable  from  the  records  reviewed. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  owned  mileage  of  the  carrier,  9.278  miles,  was  acquired  partly  by 
purchase  and  partly  by  construction  as  Indicated  in  the  following  statement : 


Recorded 
mileage 


Acquired  by  construction,  Bchenclu  to  Lawndale  Junction,  N.  C,  December,  1003.. 
Acquired  by  purchase  Nov.  16,  1003,  from  the  Cleveland  Cotton  Mills,  constructed  by  that 
r,  Lawndale  to  Lawndale  Junction,  N.  C,  " 


O50 
0.00 


Total  *.  

Difference  between  total  recorded  mileage  and  mileage  Inventoried  as  of  date  of  valuation. 

Mileage  Inventoried  as  of  date  of  valuation...  


0.5O 
0.222 

0.278 


The  construction  work  of  the  carrier  was  performed  by  the  Cleveland 
Cotton  Mills. 

HISTORY  Or  CORPORATE  FIN  A  PACING 

Syndicating,  "banking,  and  other  financial  arrangement 9. — The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  have  been  made 
in  connection  with  the  Issuance  of  the  securities  of  the  carrier.  The  financial 
arrangements  of  the  carrier  have  consisted  of  the  issuance  of  its  capital  stock 
for  purchase  and  construction  of  its  property. 

Capital  stock.— The  authorized  capital  stock  of  the  carrier  is  $60,000  par 
value,  divided  into  shares  of  $60  par  value  each,  all  of  which  Is  classified  as 
common  stock.  The  entire  authorized  amount  was  lasued  to  the  Cleveland 
Cotton  Mills  in  payment  for  property  purchased  and  for  construction  of  prop- 
erty described  in  the  chapter  on  development  of  fixed  physical  property, 
recorded  at  $58,345.28,  and  is  all  actually  outstanding.  The  difference  between 
the  par  value  of  capital  stock  issued  by  the  carrier  and  the  considerations 
recorded  as  received  in  exchange  therefor,  being  discounts  aggregating 
Sl.654.72,  was  charged  to  the  profit  and  loss  account. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  Income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  January  1,  1904,  to  date 
of  valuation,  follows. 
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Year 

Period 

Operating  income: 

$14, 145.  75 
14,803.74 

$203, 873.  <V7 
171,217.  M 

32,  AM.  02 

3,"687."4"6 
.32 

28, 98*.  30 
21.28 

Net  deficit  from  rallwny  operations  

Railway  tai  accruals  ....  ...  —  —  —  ______ 

^ ooo ii^cl  1  *y rAi I ft y  r^o v© n u cj »»•♦»«—»_»•»*_■«■■»■»■■».. _»_>.»_*_>__,._,■_.»._ 

Total  operating  Income  

«B.W 
27111 

Nonope0ttl  opJ!rating  (|efldt'"fI^ fj'ded Til d " 

Gross  1  nco  roc  _ — .............  —  .—..»••.».».  —  ___ __________  — 

U37.  10 
OT7.  10 

Deductions  from  gross  income,  miscellaneous  income  charges — ............. 

100.00 



937.10 

Disposition  of  rtoss  Income,  dividend  appropriations  of  income  

<uoaoo 

Income  credit  balance  transferred  to  Income  

037.10 

For  the  period  from  January  1,  1904,  to  date  of  valuation,  the  aggregate  rail- 
way operating  expenses  have  been  83.98  per  cent  of  the  railway  operating 
revenues  and  for  the  period  of  10  years  preceding  date  of  valuation,  88.11 
per  cent.  The  ratios  and  the  net  railway  operating  income  or  deficit  for  the 
years  ended  on  June  30,  from  1909  to  1918,  are  given  in  the  table  below : 


Period 

Ratio 

Income 

Period 

Ratio 

83. 2 
72.4 
7ft  5 
78.6 
88.4 

$1, 831. 67 
a,  604.  07  1 
4, 172.  21 
3,  558.  3.V 
1.769.  b<5 

Year  1914  

93.0 
95.  2 

105.4 
90.3 

104.7 

$1, 057. 81 
483.92 
» 1,117.33 
1.  MS.* 
•937. 10 

Year  1010  

Year  1916  

YwlUl  

1  Year  1916  

Year  1917  

i  Deficit 


Profit  and  loss  statement.— A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  January  1,  1904,  to  date  of  valuation,  follows: 


Credits : 

Net  credit  balance  transferred  from  income  $22,  600. 58 

Miscellaneous  credits,  all  classified  as  other  miscellaneous 
credits   1, 081.  38 


Total   23,600.96 


Debitor 

Dividend  appropriations  of  surplus   5,400.00 

Stock  discount  extinguished  through  surplus   1, 654. 72 

Loss  on  retired  road  and  equipment   174. 80 

Miscellaneous  debits,  cancellation  of  uncoUectable  accounts   861.  25 


Total   8, 090.  77 


Credit  balance  as  of  date  of  valuation   15, 600. 19 


Dividend*. — The  carrier  has  declared  dividends  aggregating  $11,700  during 
the  period  from  1905  to  1912,  of  which  $6,300  have  been  charged  to  the  In- 
come account  and  $5,400  to  the  profit  and  loss  account   The  records  reviewed 

116  I.  C.  C. 


Digitized  by  Google 


432 


INTERSTATE  COMMERCE  COMMISSION  REPOBTB 


do  not  indicate  that  any  of  the  dividends  declared  were  payable  otherwise 
than  In  cash.  The  dividends  declared  have  been  at  the  rates  per  annum 
noted  below. 


Year  1005   —  _    2.5 

Year  1906     5 

Year  1907       3 

Year  1911   4 

Year  1912    5 

INVESTMENT  IN  BO  AD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation  is  stated  in  its  books  as  $79,057.90,  of  which  the  following 
is  a  general  analysis: 

For  road  and  equipment  acquired  by  purchase  from  the  Cleveland 
Cotton  Mills  and  for  the  construction  of  0.5  mile  of  track  of  this 
company,  inseparable,  capital  stock  par  value  $60,000,  Issued  at 
agreed  value  of   ---  $58,345.28 

For  additions  and  betterments,  recorded  money  outlay : 

Road    $11,110.18 

Equipment     15,634.20 

  26,  644.  44 

Total  of  the  above  Items     84,  989. 72 

Retirements: 

Road,  credited  at   193.19 

Equipment,  credited  at   _  __  5,738.63 

  5, 931. 82 

Total  recorded  as  of  date  of  valuation   79,057.90 

This  amount  Is  the  result  on  the  one  hand  of  gross  outlays  that  consist  in 
part  of  considerations  other  than  cash  recorded  at  $58345.28,  and  on  the  other 
hand  of  items  deductible  from  the  gross  outlays  and  recorded  at  $5,931.82,  but 
not  specifically  deductible  at  the  recorded  amounts.  The  cash  value  at  the  time 
of  the  transactions  of  the  considerations  other  than  cash  and  of  the  items 
deductible  from  the  gross  outlays  is  not  known  and  can  not  be  definitely  deter- 
mined, because  it  has  not  been  possible  to  obtain  the  necessary  information. 

Examination  of  the  accounts  of  the  Cleveland  Cotton  Mills  disclosed  that  it 
recorded  money  outlay  in  the  amount  of  $58,346.28  as  having  been  expended  by 
it  for  the  construction  of  the  9  miles  of  road  that  it  disposed  of  to  the  carrier 
and  for  construction  of  0.5  mile  of  track  for  account  of  the  carrier,  for  all  of 
which*  the  Cleveland  Cotton  Mills  received  $60,000  par  value  of  capital  stock 
of  the  carrier  as  shown  above. 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned  by 
the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely  ascer- 
tained. The  data  obtained  on  the  outlay  for  creating  and  improving  such 
property  are  those  found  In  the  road  and  equipment  Investment  account  of  the 
carrier  and  in  the  records  of  the  Cleveland  Cotton  Mills,  summarized  as 
follows : 
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Ontlay  by  the  carrier,  recorded  money  oulluy  $26,644.44 

Outlay  by  the  Cleveland  Cotton  Mills,  recorded  money  outlay   58, 345. 28 


From  which  should  be  deducted  whatever  portions  not  definitely 
determinable  of  the  above  outlay  represent — 

Road  retired,  credited  at   193. 19 

Equipment  retired,  credited  at     5,738.63 


Cost  of  lands. — The  carrier  reports  amounts  aggregating  $102.50  as  the  out- 
lays by  itself  in  connection  with  the  lands  owned  or  used  by  it.  The  returns 
made  by  the  carrier  include  certain  lands  for  which  nominal  deed  considerations 
only  are  reported,  certain  lands  for  which  no  consideration  is  named  in  instru- 
ments, certain  lands  for  which  there  is  no  reference  to  evidence  of  title,  and 
certain  lands  acquired  by  condemnation  for  which  costs  are  not  ascertainable. 
The  amount  of  $102.50  reported  by  the  carrier  as  costs  incurred  by  it  for  the 
remaining  lands  owned  is  made  up  of  $18.50  of  costs,  supported  by  accounting 
records,  and  $84  of  substantial  considerations  named  in  deeds,  which  it  returned 
as  costs,  but  which  are  not  supported  by  accounting  records.  All  of  the  above 
lands  have  been  classified  as  carrier,  owned  and  used,  and  are  located  in  the 
State  of  North  Carolina. 

Cost  of  machinery  and  equipment.— The  carrier  reports  that  it  owns  and 
uses  28  units  of  equipment  and  two  roadway  machines,  with  costs  aggregating 
$22,158.92.  A  verification  of  the  returns  of  the  carrier  indicates  that  the 
number  of  units  of  equipment  should  be  reduced  by  one  and  that  the  costs 
should  be  reduced  by  $147,  as  detailed  below. 


Description 

Unit 

Amount 

$59 
206 

Deductions,  freight-train  cars,  reported  but  not  inventoried  

1 

Net  deductions   

1 

147 

After  making  the  changes  noted  above  and  classifying  the  returns  according 
to  the  classification  herein  of  the  property  to  which  they  apply,  the  revised 
returns  are  summarized  as  follows : 

Units 

Costs  sup- 
ported by 
accounting 
records 

Costa  es- 
timated' 

Machinery,  roadway  machines  _  

2 

$73.  02 

Equipment: 

riteaoi  locomotives   

2 
22 
3 

12,935.00 
2,544.00 
371.00 

$738 
4,132 
1,218 

Fosscnger-traln  cars   

Total    

27 

15,850.00 

6,088 

AIDS,  OIFTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  no  aids,  gifts,  grants,  or  donations  were  received  by 
it.  The  report  of  the  carrier  upon  the  cost  of  its  lands  shows  that  certain 
lands  were  acquired  by  it  through  deeds  that  recite  merely  nominal  considera- 
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tions,  and  certain  lands  for  which  no  consideration  Is  named  in  Instrument  a. 
Since  the  records  do  not  indicate  that  any  actual  payment  was  made  in  the 
acquisition  of  these  lands,  they  are  herein  designated  as  apparent  aids. 

MATERIAL  AND  SUPPLIES 

The  investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
is  stated  in  its  books  as  $3,603.22.  The  records  reviewed  do  not  indicate  that 
any  adjustment  of  this  account  has  been  made  by  reason  of  an  Inventory  taken 
Just  prior  to  date  of  valuation. 

LEASED  RAILWAY  PROPERTY 

The  carrier  uses  on  date  of  valuation,  In  connection  with  a  third  rail  laid 
by  It  for  reducing  the  gauge,  1.743  miles  of  track  on  the  Seaboard  Air  Line 
Railway  Company  from  Lawndale  Junction  to  Shelby,  N.  C.  The  terms  of 
use  and  the  amount  of  rental  accrued  and  charged  to  income  for  the  year 
ending  on  date  of  valuation  were  not  obtained. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation. 
Is  as  follows: 


Investment,  investment  in  road  and  equipment  $78,057.90 


Current  assets: 

Cash     2,044.74 

Traffic  and  car-service  balances  receivable   1. 48 

Net  balance  receivable  from  agents  and  conductors   839.09 

Miscellaneous  accounts  receivable   412.06 

Material  and  supplies     3.603.22 


Total     7.600.64 

Grand  total   _.  86.65S.44 

LIABILITIES 

Stock,  capital  stock  -   60, 000.00 

Current  liabilities : 

Traffic  and  car-service  balances  payuble   203.16 

Miscellaneous  accounts  payable   38.78 

Total   -   241.89 

Unadjusted  credits: 

Tax  liability     806.70 

Accrued  depreciation,  equipment   10,330.07 

Other  unadjusted  credits   79.69 

Total    10,716.36 

Corporate  surplus,  profit  and  loss,  credit  balance   15, 600. 19 

Grand  total   86.658.44 
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APPENDIX  3 

ANALYSIS  OK  MKTHODH  FOR  DKTKRMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary 
to  pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to 
the  time  when  the  revenues  from  that  service  are  available;  and,  third,  a 
buffer  fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and 
fluctuating  deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling 
due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  Is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practical  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  exiienses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating  ex- 
penses will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.  The  factors  affecting  cash  working  capital  are  as  follows :  The  rela- 
tive amount  of  revenue  from  the  various  classes  of  service;  the  elapsed  time 
from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the  revenues 
for  the  service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty 
cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the  time  the 
receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges  collected 
at  destination,  in  addition,  the  time  for  movement  under  load,  the  time  con- 
sumed In  unloading,  and  the  credit  period  for  payment  of  charges ;  the  relative 
amount  of  operating  expenses  for  various  purposes ;  and  the  elapsed  time  from 
the  beginning  of  the  accrual  of  such  respective  expenses  to  the  time  when  they 
must  be  paid.  The  factors  in  most  cases  represent  the  experience  of  all  Class 
I  carriers  and  in  a  few  cases  consist  of  specially  assembled  data  from  the 
experience  of  territorially  scattered  carriers  that  represent  over  40  per  cent 
of  the  operating  expenses  of  all  Class  I  carriers.  For  material  and  supplies, 
consideration  has  been  given  to  the  average  book  value  of  the  stock  carried 
by  all  Class  I  and  Class  II  carriers  on  June  30  for  the  years  1914-1916,  and  to 
the  fact  that  some  part  of  this  stock  is  held  for  additions  and  betterments 
and  new  construction  and  that  some  part  represents  more  or  less  obsolete 
material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  requlre- 
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mcnt  of  carriers  for  operating  workiug  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  al>out  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  tile  with  the  commission  apply,  to 
the  difference  between  the  factors  applicable  to  those  roads  and  the  average 
of  factors  applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned. 
These  differences  are  in  respect  to  the  relative  amount  of  revenues  from 
passenger  and  freight  service,  and  the  average  haul  of  freight  and  the  ratio 
between  empty  and  loaded  car  movement  in  their  effect  upon  the  elapsed 
time  before  the  revenues  from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  leas  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's 
common-carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  on  hand.  In  such  cases,  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  December  31,  1918,  it  Is  found  that 
the  working  capital  used  for  common-carrier  purposes  during  that  period 
averaged  11.41  per  cent  of  the  annual  operating  expenses.  Applying  that  per- 
centage to  the  annual  operating  expenses  as  of  date  of  valuation,  determined 
to  be  $13,780  according  to  the  trend  of  operating  expenses  during  the  preceding 
three  years,  it  is  found  that  the  working  capital  used  for  common-carrier 
purposes  on  date  of  valuation  is  $1,575. 
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Valuation  Docket  No.  599 

GALESBURG,  ROCKFORD  &  NORTHERN  RAILROAD  COM- 

PANY 


Submitted  September  23,  1925,    Decided  October  1,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Galesburg.  Rock- 
ford  &  Northern  Railroad  Company,  owned  and  used  for  common-carrier 
purposes,  found  to  be  $95,000,  as  of  June  30,  1910,  and  of  property  used 
but  not  owned,  $2,350. 

Report  of  the  Commission 

Division  1,  Commissioners  Meter,  ArromsoN,  AND  IjEWIS 
By  Division  1: 

The  Galesburg,  Rockford  &  Northern  Railroad  Company,  here- 
inafter called  the  carrier,  is  a  corporation  of  the  State  of  Illinois. 
It  owns  and  operates  a  single-track  standard-gauge  steam  railroad, 
extending  from  Tampico,  111.,  to  Hooppole,  111.,  a  distance  of  11.900 
miles.   It  also  owns  0.359  mile  of  yard  tracks  and  sidings. 

By  order  of  July  10,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation  as  of  June  30,  1919,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties  in  the  manner  and  as  required  by  law. 
No  protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report 
are  based  upon  the  1914  level  of  prices,  while  the  present  values 
of  the  common-carrier  lands  covered  by  the  report  are  based  upon 
the  fair  average  of  the  normal  market  value  of  lands  adjoining 
and  adjacent  to  the  rights  of  way,  yards,  and  terminals  of  the  car- 
rier, as  of  valuation  date.  This  discrepancy  will  be  removed  when 
we  adjust  to  later  dates,  in  accordance  with  the  requirements  of 
the  valuation  act,  the  final  values  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  October  1,  1926 

It  appearing ,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  Illinois,  and  the  Illinois  Commerce  Com- 
mission ; 

It  further  appearing,  That  no  protest  against  said  tentative  val- 
uation was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Galesburg,  Rockford 
&  Northern  Railroad  Company  as  of  June  30, 1919 : 

Location  and  general  description  of  property. — The  railroad  of 
the  Galesburg,  Rockford  &  Northern  Railroad  Company,  hereinafter 
called  the  carrier,  is  a  single-track  standard-gauge  steam  railroad, 
located  in  northwestern  Illinois.  The  line  extends  from  Tampico  to 
Hooppole,  111.,  a  distance  of  11.900  miles.  The  carrier  also  owns 
0.359  mile  of  yard  tracks  and  sidings.  Its  road  thus  embraces  12.259 
miles  of  all  tracks  owned. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding 
on  date  of  valuation  a  total  par  value  of  $68,100  in  common  stock. 

Results  of  corporate  operations. — For  the  period  from  December  1, 
1914,  to  date  of  valuation  the  aggregate  railway  operating  expenses 
have  been  130.4  per  cent  of  the  railway  operating  revenues,  not 
separable  between  the  carrier  and  its  predecessor  company.  The 
carrier  has  not  declared  any  dividends  on  its  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation  can  not 
be  stated,  owing  to  the  inadequacy  of  the  records. 

Cost  of  reproduction  new  and,  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
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depreciation  of  all  common-carrier  property,  other  than  land,  owned 
or  used  by  the  carrier  are  as  shown  below. 


Classification 


Wholly  owned  and  ined  

Used  but  not  owned,  leased  from  an  individual  

Total  owned  

Total  used  


Cost  of 
repro- 
duction 

Cost  Of 
repro- 
duction 
less  de- 
preda- 
tion 

7. 013 

173  8*5 

2,217 

06,868 
104,481 

73,  MW 
76,112 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets,  which  are  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  70.04  acres  of  land.  The  total  original 
cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records 
are  not  obtainable.  Their  present  value  is  $19,653.70. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  and  holds  for  noncarrier  purposes  0.23  acre 
of  lands,  all  in  Illinois.  The  total  original  cost  of  these  lands  can 
not  be  ascertained,  as  the  necessary  records  are  not  obtainable.  Their 
present  value  is  $51.75. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  carrier  and  included  in  the  preceding  statements  of 
lands  owned,  a  portion  thereof  was  reported  as  having  been  acquired 
through  aids.  The  area  and  present  value  of  lands  so  acquired  can 
not  be  stated,  because  the  carrier  has  not  given  sufficient  information 
to  identify  the  parcels.  We  are  not  able  to  report  the  value  of  such 
lands  at  the  time  acquired. 

Material  and  supplies.— The  records  do  not  show  whether  or  not 
the  carrier  has  any  material  and  supplies  on  hand  on  date  of  valu- 
ation. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  values 
here  reported,  the  values,  for  rate-making  purposes,  of  the  property 
of  the  carrier,  owned  or  used,  devoted  to  common-carrier  purposes, 
are  found  to  be  as  follows : 

Wholly  owned  and  used   __.   195,000 

Used  but  not  owned,  leased  from  an  individual     2,850 

Total  owned     05,000 

Total  used      97,350 
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No  working  capital,  including  material  and  supplies,  is  found  to 
be  owned  or  used  by  the  carrier.  No  other  values  or  elements  of 
value  to  which  specific  sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  the  classification  of  the  cost  of  reproduc- 
tion new  and  cdst  of  reproduction  less  depreciation,  above  set  forth, 
in  conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  his- 
tory and  organization  of  the  present  and  predecessor  corporations; 
the  net  and  gross  earnings ;  the  development  of  fixed  physical  prop- 
erty; and  other  pertinent  information.  Appendix  3  is  a  statement 
of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1, 108,  which  is  hereby  made  a  part  hereof,  for  a  statement  of 
the  methods  employed  and  of  the  reasons  for  the  differences  between 
the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  is  situ- 
ated, give  the  details  respecting  the  figures  here  reported,  and  are 
on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to  public 
inspection,  and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 
stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  railroad  of  the  carrier  directly  connects  with  that  of  the  Chicago. 
Burlington  &  Qulncy  Railroad  Company  for  Interchange  of  traffic  at  Tainplco, 
IU. 

PHYSICAL  CONDITIONS  AJTECTINO  CONSTRUCTION 

The  country  traversed  Is  gently  rolling.  The  soil  is  black  sandy  loam. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  line  passes  through  a  very  fertile  and  well-developed  farming  country, 
agriculture  being  the  chief  Industry.  Livestock  and  small  grains  are  the 
principal  freights  bandied. 
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PHYSICAL  CHABACTEBI8TIC8  OF  ROAD 


The  grading  1b  light  and  la  all  common  material, 
trestles  with  I-beams,  aggregating  130  feet  In  length.  The 
with  new  GO  pound  and  re-lay  56-pound  rail,  placed  on  cedar 
about  2,600  to  the  mile.  The  track  Is  full  earth  surfaced. 


four  pile 
track  Is  laid 
averaging 


EQUIPMENT 

The  carrier  owns  and  uses  three  freight-train  cars  and  one  passenger-train 
In  addition,  It  leases  one  steam  locomotive  from  B.  L.  Tobie,  president 
and  manager  of  the  company. 


KNGINKEBINO  AND  GENERAL 


Engineering  has  been  estimated  at  3  per  cent  on  road  accounts  3  to  47. 
General  expedltures,  exclusive  of  interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction 
has  been  estimated  for  one-half  the  construction  period  of  six  months  plus 
three  months  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts,  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  three  months  at  6  per  cent  per  annum. 


SUMMAIUEH 

Wholly 


— — 


i 

a 
c 

B 

e 
to 

12 
13 
15 
16 
17 
18 
10 
30 
38 


71 
71 

?a 

74 

76 
77 
76 


I.  KOAl) 


Engineering  

Qnwiing-   

Bridges,  trestles,  and  culverts.. 


Ties. 


Rails    

Other  track  material. .-   

Tract] (tying  and  surfacing  .  

Right-of-way  fences    

Crossings  and  signs.  

Station  and  oflice  buildings  

Roadway  buildings  . . .  -  -  

Water  stations    .....   

Fuel  stations  .  .  —  


Shops  and 


1  engii 
small 


nc  houses  


Total,  1,  and  3  to  47, Inclusive  


Freight-train  oars.. 


Total,  51  to  58.  inclusive  :  

m.  GRNBRAL  EXPEND1TLR FS 


Organisation  i 
General  < 

SuUonery  and  printing  

Taxes  

Other  expenditures,  geneml  

1 1)  let  est  during  construction  — 


—   -  — 


Total,  71  to  77,  inclusive  

Grand  total,  1,  and  3  to  77,  inclusive. 


Cost  of 
repro- 
duction 
new 


Cost  of 
repro- 
duction 
less  de- 
precia- 


te Ml  i 
8,  578  | 
2,395 
22,649  I 
31,014  ! 
4, 102 
11,627  , 
3,  437 

614  J 
2, 130 
295  f 
383  I 
W  I 
744 


90.0GC 


1.090 
1.000 


2.050 


$2,641 

8.  5"6 
1.291 
11.  326 
28.340 
2,993 
8.530 
2,497 
380 
1.529 
210 
200 
76 

•8 


00, 187 


531 
092 


90.&C8 


73.  865 
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TJted  but  not  owned,  leased  from  B.  L.  Tobie 

A  art. 

Classes 

Cost  of 

repro- 
duction 
now 

Cost  of 
repro- 
duction 
less  de- 
precia- 
tion 

61 

70 

U.  EQUIPMENT 

$7,600 

«.  213 

7,500 

2,213 

UI.  GENEBAL  EXPENDITURES 

113 

34 

113 

34 

* 

7, 613 

2,347 

APPENDIX  2 


The  carrier  is  a  corporation  of  the  State  of  Illinois,  baying  its  corporate 
office  at  Chicago,  III.,  and  its  general  administrative  office  at  Tampico,  111. 
No  accounting  records  of  the  carrier  were  obtained.  Therefore,  no  informa- 
tion can  be  given  from  its  accounts  regarding  its  financial  dealings,  corporate 
operations,  or  investments.  However,  certain  data  given  below  were  obtained 
from  fragmentary  records  In  possession  of  the  company  or  its  officers.  No 
individual  or  corporation  holds  a  majority  of  the  outstanding  capital  stock 
of  the  carrier.  The  property  of  the  carrier  has  always  been  operated  by  its 
own  organization. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  July  2,  1917,  under  the  general  laws  of  the 
State  of  Illinois,  for  the  purpose  of  acquiring  the  road  owned  by  the  Hooppole, 
Torktown  and  Tampico  Railroad  Company.  The  carrier,  itself,  and  the  cor- 
poration whose  property  it  acquired,  together  with  Its  predecessor,  total  three 
different  corporations  and  comprise  the  line  of  corporate  succession  culminating 
in  the  carrier  as  at  present  constituted.  The  following  chart  shows  the  names 
of  the  corporations,  the  respective  dates  of  incorporations,  and  for  each  pred- 
ecessor the  date  of  succession,  the  immediately  succeeding  corporation,  and 
the  manner  of  succession.  Reference  to  each  of  these  corporations  is  made  in 
the  last  column  by  its  respective  number  shown  in  the  first  column. 


Name 

Incorporation 

Succession 

Under  general  laws  of  Illinois,  July  2, 
1917. 

Under  general  laws  of  Illinois,  Feb.  8, 
1913 

Under  general  laws  of  Illinois,  Mar. 
23, 1903. 

2.  Hooppole,  Yorktown,    A  Tnm- 

ploo  Hallroad  Company 

3.  Duon,  Kuck  Palls  &  Southwestern 

Electric  Railway  Company. 

Sold  to  1,  July  5,  WIT. 
8oldto2,Feb.  11, 1913. 

1101.  C.O. 
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DEVELOPMENT  OF  FIXED  PHYSICAL  PROPKRTY 

The  owned  mileage  of  the  carrier,  11.00  miles,  was  all  acquired  by  purchase 
from  the  Hooppole,  Yorktown  and  Tampico  Railroad  (Company  ou  July  5, 
1017.  The  property  was  constructed  by  the  Dixon,  Rock  Falls  &  Southwestern 
Electric  Railway  Company.  The  years  the  various  portions  of  the  line  were 
constructed  are  Indicated  in  the  following  statement : 


Portion  constructed 


Turn  pirn  to  m  Up  post  10.  190S  

MUepost  10  to  Hooppole,  1908, 1910 

Total 


Recorded 
mileage 


10.00 
2.70 


12  70 


11.90 


HISTORY  OF  CORPORATE  FINANCING 

A  memorandum  record  of  capital  stock  issued  indicates  that  the  carrier  had 
issued  $08,100  par  value  of  capital  stock.  The  records  reviewed  do  not  indicate 
what  considerations  were  received  for  the  stock  issued. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  In  records  reviewed,  are  given 
below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  of  this 
company  for  the  year  ended  December  31,  1018,  and  of  both  this  company  and. 
its  immediate  predecessor  for  the  period  December  1,  1014,  to  date  of  valuation, 
follows. 


Year 


Operating  income: 

Railway  operating  revenues. 
Railway  ojwriiting  expenses. 


$11,814. 01 
14,011.00 


1^1,983.77 
67,771.48 


Net  operating  deficit . 
Railway  tax  i 


debit  balance,  transferred  to  profit  and  lo.^.. 





2,166.60 


15,787. 71 


2. 100.60 


16,042.91 


2,  m.  GO 


16,04X01 


Profit  and  loss  statement.— The  profit  and  loss  account  contains  only  the 
net  debit  balance  transferred  from  income. 

Dividends. — The  records  reviewed  do  not  indicate  that  the  carrier  has  de- 
clared any  dividends. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  records  reviewed  do  not  show  the  investment  of  the  carrier  In  road 
and  equipment. 

ORIGINAL  COST  TO  DATE 


The  original  cost  to  date  of  the  road  and 
been  ascertained'. 
116I.O.O. 
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Cost  of  lands. — The  carrier  reports  no  outlays  by  itself  and  its  predecessor 
in  connection  with  lands  owned.  In  its  return  it  states  that  deeds  and  other 
records  which  are  necessary  for  a  proper  statement  of  Its  return  are  not 
available. 

Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  four  units  of  equipment  with  costs  aggregating  $4,700.  After  classifying 
the  returns  according  to  the  classification  herein  of  the  property  to  which 
they  apply,  the  returns  are  summarized  as  follows : 


Classification 

Units 

Costs 

Equipment: 

8 

81.900 

Total  

4.7W 

i  Amounts  estimated  by  the  carrier,  or  otherwise  not  supported  by  accounting  records. 


In  addition  to  the  above,  the  carrier  leases  one  steam  locomotive  from  B.  Tu 
Tabre,  its  president. 

AIDS,  GIFTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  certain  lands  were  received  by  it  as  aids,  gifts, 
grunts,  or  donations,  but  does  not  designate  what  parcels  of  land  were  thus 
received. 

LEASED  RAILWAY  PROPERTY 

The  carrier  Jointly  uses  on  date  of  valuation  about  0.25  mile  of  track  and 
the  station  facilities  of  the  Chicago,  Burlington  &  Quincy  Railroad  Company 
at  Tampico,  I1L  The  rental  paid  for  the  joint  use  of  such  facilities  is  7  per 
cent  per  annum  on  $.">53.49,  which  represents  one-half  the  cost  of  the  rail  used 
in  the  jointly  used  track.  In  addition  to  the  foregoing,  the  carrier  uses  a 
locomotive  owned  by  the  president  of  the  company.  The  records  reviewed  do 
not  indicate  the  terms  of  use  or  the  rent  paid  therefor. 

Predecessor  Companies 

HOOPPOLE,  YORKTOWN   AND  TAMPICO  RAILROAD  COMPANY,   PREDECESSOR  OF  THB 

Carrier 

The  accounting  records  of  the  Hooppole,  Yorktown  and  Tampico  Railroad 
Company  were  not  obtained.  Therefore,  no  Information  can  be  given  from  its 
records  regarding  its  financial  dealings,  corporate  operations,  or  investments. 
The  only  data  obtained  with  respect  to  the  company's  affairs  are  those  con- 
tained in  the  corporate  history  of  the  carrier.  The  property  of  this  company 
was  operated  by  its  own  organization  during  its  entire  life.  The  railroad 
owned  by  the  Hooppole,  Yorktown  and  Tampico  Railroad  Company  on  the  date 
of  its  sale,  amounted  to  12.7  miles.  It  consisted  of  a  single-track  standard- 
gauge  steam  railroad,  extending  from  Tampico  to  Hooppole,  IU.  All  of  the 
road  owned  by  the  Hooppole,  Yorktown  and  Tampico  Railroad  Company  on 
date  of  sale  was  acquired  by  purchase  from  the  Dixon,  Rock  Falls  &  South* 
western  Electric  Railway  Company.  Details  with  respect  to  the  construction 
of  the  property  are  given  in  the  section  on  development  of  fixed  physical 
property  in  the  report  on  the  carrier. 

lie  i.  c.  a 
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Dixon,  Rock  Falls  &  Southwestern  Electric  Railway  Company,  Predecessor 

Or  THE  HOOPPOLE,  YORKTOWN  &  TaMPIOO  RAILROAD  COMPANY 

The  accounting  records  of  the  Dixon,  Rock  Falls  &  Southwestern  Electric 
Railway  Company  were  not  obtained.  Therefore,  no  Information  can  be 
given  from  its  accounts  regarding  its  financial  dealings,  corporate  operations, 
or  investments.  The  only  data  obtained  with  respect  to  the  company's  affairs 
are  those  contained  in  the  corporate  history  of  the  carrier.  The  property  of 
this  company  was  operated  by  Its  own  organisation  during  its  entire  life.  The 
railroad  owned  by  the  Dixon,  Rock  Falls  &  Southwestern  Electric  Railway 
Company  on  the  date  of  its  sale,  amounted  to  12.7  miles.  It  consisted  of  a 
single-track  standard -gauge  steam  railroad,  extending  from  Tampico  to  Hoop- 
pole,  111.  All  of  the  road  owned  by  the  Dixon,  Rock  Falls  &  Southwestern 
Electric  Railway  Company  on  the  date  of  sale  was  acquired  by  construction. 
The  records  reviewed  do  not  indicate  how  or  by  whom  it  was  constructed. 
Further  details  with  respect  to  the  construction  of  the  property  are  given  in  the 
section  on  development  of  fixed  physical  property  in  the  report  on  the  carrier. 

APPENDIX  3 

ANALYSIS  OF  METHODS  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
Investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary 
to  pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses, 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  Is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
Impounding  that  portion  of  maturing  revenues  which  Is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating 
expenses  will  be  the  measure  of  the  cash  working  capital  actually  used  to 
meet  expenses  In  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between 
the  available  revenues  and  the  expenses  within  any  period.  Also,  consider- 
ation has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material 
and  supplies.  The  factors  affecting  cash  working  capital  are  as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
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time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  Including,  for  prepaid  freight,  the  time  for  movement 
of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the 
time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges 
collected  at  destination,  in  addition,  the  time  for  movement  under  load,  the 
time  consumed  in  unloading,  and  the  credit  period  for  payment  of  charges; 
the  relative  amount  of  operating  expenses  for  various  purposes;  and  the 
elapsed  time  from  the  beginning  of  the  accrual  of  such  respective  expenses 
to  the  time  when  they  must  be  paid.  The  factors  in  most  cases  represent 
the  experience  of  all  Class  I  carriers  and  in  a  few  cases  consist  of  specially 
assembled  data  from  the  experience  of  territorially  scattered  carriers  that 
represent  over  40  per  cent  of  the  operating  expenses  of  all  Class  I  carriers. 
For  material  and  supplies,  consideration  has  been  given  to  the  average  book 
value  of  the  stock  carried  by  all  Class  I  and  Class  II  carriers  on  June  30  for 
the  years  1914-1910,  and  to  the  fact  that  some  part  of  this  stock  is  held  for 
additions  and  betterments  and  new  construction  and  that  some  part  repre- 
sents more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital.  Including  rash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  Investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
plicable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and 
loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues 
from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common  carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property.  Since 
the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of  such 
assets  that  may  happen  to  be  in  hand  because  of  various  causes  other  than 
those  lying  in  the  performance  of  common-carrier  service  must  be  considered 
for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of  a  com- 
mon carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's  com- 
mon-carrier property  of  that  kind  can  not.  of  course,  be  greater  than  the 
amount  actually  on  hand.  In  such  cases,  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  hand. 

There  is  no  record  of  any  stocks  of  material  and  supplies  or  cash  on  hand 
on  date  of  valuation.  Accordingly,  it  is  found  that  no  working  capital  is  owned 
and  used  by  the  carrier  for  common-carrier  operations  on  date  of  valnatiou. 
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Valuation  Docket  No.  582 
EMMITSBURG  RAILROAD  COMPANY 


Submitted  September  4,  1925.    Decided  October  1,  1!)26 


Final  value  for  rate-making  purposes  of  the  property  of  the  Emmitsburg  Rail- 
road Company,  owned  and  used  for  common-carrier  purposes,  found  to  be 
1148,500,  as  of  June  30,  1018. 

Report  or  the  Commission 

Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
Bt  Division  1 : 

The  Emmitsburg  Railroad  Company,  hereinafter  called  the  carrier, 
is  a  corporation  of  the  State  of  Maryland.  It  owns  and  operates  a 
single-track  standard-gauge  steam  railroad,  extending  from  Emmits- 
burg Junction,  Md.,  to  Emmitsburg,  Md.,  a  distance  of  6.709  miles. 
It  also  owns  0.893  mile  of  yard  tracks  and  sidings. 

By  our  order  of  July  3,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30,  1918,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate  com- 
merce act  by  any  of  the  parties  in  interest  in  this  proceeding.  A 
petition  for  leave  to  intervene,  filed  by  The  Western  Union  Telegraph 
Company,  was  denied. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  value  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 
Entered  October  1,  1926 

It  appearing.  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission, 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  Maryland,  and  the  Public  Service  Commis- 
sion of  Maryland ; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to  be, 
the  final  valuation  of  the  property  of  the  Emmitsburg  Railroad 
Company  as  of  June  30, 1918 : 

Location  and  general  description  of  property. — The  railroad  of  the 
Emmitsburg  Railroad  Company,  hereinafter  called  the  carrier,  is  a 
single-track  standard-gauge  steam  railroad,  located  in  northern 
Maryland.  The  line  extends  from  Emmitsburg  Junction  to  Emmits- 
burg, Md.,  a  distance  of  6.709  miles.  The  carrier  also  owns  0.893 
mile  of  yard  tracks  and  sidings.  Its  road  thus  embraces  7.602  miles 
of  all  tracks  owned. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $50,000  in  common  stock. 
It  has  no  outstanding  long-term  debt. 

Results  of  corporate  operations. — For  the  year  ended  December  31, 
1917,  the  aggregate  railway  operating  expenses  were  78.2  per  cent  of 
the  railway  operating  revenues.  No  information  was  obtainable  for 
other  years  of  operation.  During  the  years  1916  and  1917,  annual 
dividends  of  2  per  cent  on  common  stock  were  declared. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  necessary 
records  are  not  obtainable.  Such  information  respecting  actual  ex- 
penditures as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation,  is  stated 
in  its  annual  reports  to  us  as  $55,245.88.  No  analysis  of  this  amount 
is  obtainable,  owing  to  the  incompleteness  of  the  records.  There  may 
be  included  in  the  amount  above  stated  some  or  all  of  the  cost  of  the 
noncarrier  structures  on  carrier  lands  owned.  Further  information 
will  be  found  in  Appendix  2. 
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Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  and  used  by  the  carrier,  are  $165,035  and  $138,744,  respec- 
tively. These  amounts,  classified  in  conformity  with  the  classifica- 
tion of  expenditures  for  road  and  equipment  as  prescribed  by  us, 
are  shown  in  the  summary  sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  49.9  acres  of  land.  The  total  original 
cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records 
are  not  obtainable,  but  data  on  their  original  cost  will  be  found  in 
Appendix  2.  Their  present  value  is  $2,962. 

Property  held  for  purposes  other  than  those  of  a  'common-car- 
rier.— The  carrier  owns  and  holds  for  noncarrier  purposes  certain 
noncarrier  structures  located  on  carrier  lands,  all  in  Maryland. 
The  total  original  cost  of  these  structures  can  not  be  ascertained, 
as  the  necessary  records  are  not  obtainable.  Their  present  value 
is  $3,853. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
reports  that  no  aids,  gifts,  grants,  or  donations  were  received  by  it 
or  its  predecessor.  The  records,  which  are  incomplete,  do  not  show 
that  any  were  received. 

Material  and  supplies— -The  carrier's  annual  report  to  us  as  of 
December  31,  1917,  the  nearest  date  to  date  of  valuation,  does  not 
show  any  material  and  supplies  on  hand. 

Final  value.— After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value,  for  rate-making  purposes,  of  the  property 
of  the  carrier,  wholly  owned  and  used,  devoted  by  it  to  common- 
carrier  purposes,  is  found  to  be  $148,500.  No  working  capital, 
including  material  and  supplies,  is  found  to  be  owned  or  used  by 
the  carrier.  No  other  values  or  elements  of  value  to  which  specific 
sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Appen- 
dixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation,  above  set  forth,  in 
conformity  with  the  classification  of  expenditures,  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  present  and  predecessor  corporations; 
increases  or  decreases  of  stocks,  bonds,  and  other  securities  incident 
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to  reorganization;  the  considerations  received  by  reason  of  issues  of 
stocks,  bonds,  and  other  securities,  together  with  the  syndicating, 
banking,  and  other  financial  arrangements  attending  their  issue; 
the  net  and  gross  earnings;  the  development  of  fixed  physical 
property;  investment  in  road  and  equipment;  the  cost  of  lands, 
rights  of  way,  and  terminals;  the  general  balance  sheet  statement; 
and  other  pertinent  information.  Appendix  3  is  a  statement  of  the 
method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  is  situated, 
give  the  details  respecting  the  figures  here  reported  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  inspec- 
tion and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connection  with  the  line  of  the  Western  Maryland 
Railway  Company  for  interchange  of  traffic  at  Emmitsburg  Junction,  Md. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  country  traversed  is  hilly.  The  soil  Is  sandy  loam  and  clay  overlying 
sandstone. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  road  serves  a  region  highly  developed  agriculturally.  The  principal 
traffic  is  farm  products. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  light,  averaging  about  7,000  cubic  yards  per  mile.  The  exca- 
vated material  is  classified  about  32  per  cent  common,  8  per  cent  loose  rock, 
and  60  per  cent  solid  rock.  There  are  two  metal  bridges  on  the  line.  The 
larger  one  is  184  feet  in  length,  and  consists  of  one  86-foot  and  two  48-foot 
deck-plate  girders  and  one  52-foot  truss  span  on  two  stone  abutments  and 
three  stone  piers.  The  main  track  is  laid  with  re-lay  60  and  50  pound  rail, 
principally  on  oak  ties,  with  a  small  percentage  of  chestnut.  The  road  is 
ballasted  with  cinders  and  broken  sandstone. 
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EQUIPMENT 

The  carrier  owns  and  uses  the  following  units  of  equipment:  two  steam 
locomotives,  one  freight-train  car,  two  passenger-train  cars,  one  work  equip- 
ment, and  one  miscellaneous  equipment 


ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  3.5  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  Interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construc- 
tion has  been  estimated  for  one-half  the  construction  period  of  eight  months, 
plus  three  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts,  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  three  months  at  6  per  cent  per  annum. 

SUMMARY 

Wholly  owned  and  used 


Ac- 
count 


I 

3 
( 
I 

9 
10 

n 

12 
13 
1'. 
16 
17 
1- 
20 
37 


Classes 


L  ROAD 


Engineering. 


Orading.. 
Bridges. 

Ties  

Kails  

Other  truck  maUrbl 


.."and  culverts.. 


Tracklayiag  and  surfacing 

Right-of-way  fences  

Crossings  and  signs  

Station  and  ofhcc  buildings 

Roadway  buildings  

Water  stations    ... 

Shops  and  engine  houses... 

Roadway  machines  

38    Roadway  small  tools. 
44 


71 
72 
73 
74 

75 
77 
7fi 


Total.  1.  and  3  to  47,  Inclusive  

ii.  bo  mm  cm 

Steam  locomotive?  


Freight-train  cars   

Passenger-train  cars  

Work  equipment.. 


54 

67 

58    Miscellaneous  equipment. 

Total,  51  to  58.  inclusive. 

ni.  OENERAI.  ESfEXDiTI  UEfl 


Organization  expenses  

Oeneral  officers  and  clerks. . 

Law  ....    

Stationery  and  printing  

Taxes  

Other  expenditures,  general. 


Total.  71  to  77,  inclusive  

3tal,  1.  and  3  to  77,  Inclusive.. 
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APPENDIX  2 

INTRODUCTORY 

The  carrier  1b  a  corporation  of  the  State  of  Maryland,  having  Its  prin- 
cipal office  at  Emmltsburg,  Md.  The  available  records  of  the  carrier  are  so 
incomplete  that  no  information  can  be  obtained  from  them  regarding  the 
carrier's  financial  dealings,  corporate  operations,  or  Investments.  The  Infor- 
mation given  below  has  been  obtained  from  the  carrier's  report  upon  its  corpo- 
rate history  and  from  Its  annual  reports  to  as  which  cover  only  the  years  1916, 
1017,  and  1918.  The  carrier  has  reported  to  us  that  it  is  not  controlled  by 
any  corporation  or  association.  On  the  other  hand,  the  records  reviewed  do  not 
indicate  that  this  carrier  controls  any  common-carrier  corporations.  The  prop- 
erty of  the  carrier  has  been  operated  by  its  own  organization  during  its 
entire  life. 

CORPORATE  HISTORY 

The  carrier  was  Incorporated  March  15,  1898,  under  the  general  laws  of 
the  State  of  Maryland.  It  was  a  reorganization  of  a  corporation  of  the  same 
name,  which  bad  been  Incorporated  March  28,  1868,  under  the  general  laws 
of  Maryland,  and  whose  property  was  sold  at  foreclosure  6ale  on  September 
11,  1897,  and  acquired  March  15,  1898,  by  the  present  carrier. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  approximately  6.71  miles  of  road  owned  by  the  carrier  was  acquired 
by  it  in  the  reorganization  of  1898  from  the  Emmltsburg  Railroad  Company 
(first  corporation),  which  had  constructed  the  property  in  1876. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangement*. — The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  were  made  In  con- 
nection with  the  Issuance  of  the  stock  of  the  carrier. 

Decrease  of  stocks  and  bonds  in  the  reorganization  of  1898.— The  carrier 
issued  $50,000  par  value  of  capital  stock  in  acquiring  the  property  of  the 
Emmltsburg  Railroad  Company  (first  corporation).  The  outstanding  securities 
of  the  latter,  aggregating  $121,750  par  value,  consisted  of  $52,500  of  stock 
and  $60,250  of  first-mortgage  6  per  cent  bonds.  The  decrease  of  stocks  and 
bonds  in  the  reorganization  thus  amounted  to  $71,750  par  value. 

Capital  stock.— The  authorized  capital  stock  of  the  carrier  is  $100,000  par 
value,  divided  into  shares  of  $50  par  value  each,  all  of  which  is  classified  as 
common  stock.  According  to  the  carrier's  annual  reports  to  the  commission, 
it  issued  $50,000  par  value  of  capital  stock,  at  a  reported  value  of  $20,500, 
in  full  payment  for  the  property  acquired  in  the  reorganization  of  1898.  The 
discount  of  $20,500  was  reported  charged  to  the  balance  sheet  account  Discount 
on  Capital  Stock. 

RESULTS  OF  CORPORATE  OPERATIONS 

A  complete  statement  of  the  results  of  corporate  operations  of  the  carrier 
has  not  been  obtained. 

Income  statement. — A  condensed  summary  of  the  income  accounts,  as  re- 
ported to  the  commission  for  the  year  ended  December  31,  1917,  follows. 
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Operating  Income: 

Railway  operating  revenues   $19, 908. 03 

Railway  operating  expenses   16,030.03 

Net  revenue  from  railway  operations   4,803.00 

Railway  tax  accruals     609.03 

Total  operating  Income   8, 853. 97 

Nonoperating  income,  income  from  unfunded  securities  and  ac- 
counts   280. 00 

Gross  income   4,133.97 

Deductions  from  gross  Income,  hire  of  equipment   447. 63 

Net  income     3.0SC.44 


Disposition  of  net  income,  income  credit  balance  transferred  to 
profit  and  loss    8,688.44 


For  the  year  ended  December  31,  1917,  the  railway  operating  expenses  were 
7&2  per  cent  of  the  railway  operating  revenues.  The  net  railway  operating 
income  for  the  year  was  $3,406,44. 

Profit  and  loss  statement. — The  carrier  reported  a  credit  balance  of  $5,639.74 
in  the  profit  and  loss  account  as  of  December  31,  1917,  prior  to  date  of  valua- 
tion. A  complete  analysis  of  this  reported  balance  has  not  been  obtained. 

Dividends. — The  carrier  has  reported  to  the  commission  that  it  declared 
dividends  aggregating  $2,000  during  the  years  1916  and  1917,  being  at  the 
rate  of  2  per  cent  for  each  of  those  years.  The  dividends  declared  were 
reported  payable  with  cash  and  charged  to  the  profit  and  loss  account  No 
information  has  been  obtained  as  to  whether  or  not  dividends  were  paid 
during  other  years. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  investment  of  the  carrier  In  road  and  equipment,  including  land,  on 
December  31,  1917,  and  December  31,  1918,  before  and  after  date  of  valuation, 
is  stated  In  Its  annual  reports  to  us  as  $55,245.88,  for  which  an  analysis  has 
not  been  obtained.  This  amount  may  include  some  or  all  of  the  cost  of  four 
grain-storage  elevators  and  a  coal  trestle,  which  have  been  inventoried  as 
noncarrier  structures  on  carrier  land,  since  the  company  does  not  report  any 
investment  in  miscellaneous  physical  property. 

ORIGINAL  COST  TO  DATS 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  can  not  be  ascertained. 
No  accounting  or  construction  records  of  the  Emmltsburg  Railroad  Company 
(first  corporation),  a  predecessor  that  built  the  road,  or  of  the  carrier  have 
been  found.  The  only  information  that  has  been  obtained  in  connection  with 
the  cost  of  property  is  that  contained  in  the  carrier's  annual  reports  to  us. 
These  reports  show  a  balance  of  $55,245.88  in  the  road  and  equipment  invest- 
ment account,  for  which  no  analysis  has  been  obtained. 

Cost  of  lands. — The  carrier  reports  amounts  aggregating  $29,988.77  as  the 
outlays  by  itself  in  connection  with  lands  owned  or  used  by  it  A  verification 
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of  the  amounts  indicates  that  the  reported  outlays  should  be  reduced  by 
$29,500,  which  amount  represents  the  cost  of  land  with  improvements  thereon, 
the  cost  of  the  land  not  being  separable.  The  remaining  $488.77  reported  by 
the  carrier  as  costs  incurred  by  It  for  lands  owned,  after  making  the  change 
noted  above,  represents  a  substantial  consideration  named  In  a  deed,  which 
the  company  returned  as  costs,  but  which  is  not  supported  by  accounting  records. 
All  of  the  lands  referred  to  above  have  been  classified  as  carrier,  owned  and 
used.  They  are  located  In  the  State  of  Maryland. 

Cost  of  machinery  and  equipment— The  carrier  has  made  no  report  of 
machinery  and  equipment  owned  or  used  by  It,  but  there  have  been  inven- 
toried to  it  the  following  units  for  which  the  costs  have  not  been  ascertained. 


Description 

UdIU 

Description 

Units 

Machinery,  roadway  machines  

Equipment: 

a 

a 
1 
a 

Equipment— Continued. 

Miscellaneous  equipment  

1 
1 

Freight-train  car?  .........  

7 

MISCELLANEOUS  PHYSICAL  PROrEItTY 


The  carrier  does  not  report  any  investment  In  miscellaneous  physical  prop- 
erty in  its  annual  reports  to  us.  However,  there  have  been  inventoried  to  the 
carrier  four  grain-storage  elevators  and  a  coal  trestle,  classified  as  noncarrier 
structures  on  carrier  land. 

▲IDS,  OUTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  no  aids,  gifts,  grants,  or  donations  were  received  by 
it  or  its  predecessor.  The  incomplete  records  reviewed  do  not  indicate  that  any 
were  received. 

MATERIAL  AND  SUPPLIES 

The  carrier,  in  its  annual  reports  to  us  for  the  years  1916,  1917,  and  1918, 
has  not  reported  any  Investment  in  material  and  supplies. 

OENEBAL  BALANCE  B II EST  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  December  81,  1917, 


Is  as  follows: 

ASSETS 

Investments,  Investment  in  road  and  equipment   $65, 246. 88 

Current  assets: 

Cash   9, 539.  80 

Demand  loans  and  deposits   7,000.00 

Total   —    16. 539. 80 

Unadjusted  debits,  discount  on  capital  stock   20, 500. 00 

Grand  total   _    92,  285. 68 

■  -  — ■■ 
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L1ABILIT1BS 

Stock,  capital  stock   $50,000.00 

Current  liabilities,  dividends  matured  unpaid   515. 01) 

Unadjusted  credits,  accrued  depreciation,  equipment—    3, 384. 97 

Corporate  surplus : 

Additions  to  property  through  income  and  surplus   25,  745. 88 

Appropriated  surplus  not  specifically  invested   7,000.00 

Total  appropriated  surplus   32, 745. 88 

Profit  and  loss,  credit  balance   5, 639. 74 

Total   _    38, 385. 62 

Grand  total     92, 285. 68 


Predecessor  Company 

Emmitbbubg  Railroad  Company  (First  Corporation),  Predecessor  or  the 

Carrier 

The  Emmitsburg  Railroad  Company  (first  corporation)  was  incorporated 
March  28,  1868,  under  the  general  laws  of  the  State  of  Maryland.  No  account- 
ing records  of  this  company  have  been  obtained.  Therefore,  no  Information 
can  be  given  from  the  accounts  regarding  its  financial  dealings,  corporate 
operations,  or  investments.  Certain  information  given  below  has  been  taken 
from  the  company's  incomplete  annual  reports  to  the  commission  which  cover 
only  the  period  from  July  1,  1893,  to  June  30,  1S97  and  from  the  successor 
company's  report  upon  its  corporate  history.  The  records  reviewed  do  not 
indicate  whether  the  Kmmitsburg  Railroad  Company  (first  corporation)  was 
controlled  by  any  individual  association,  or  corporation  on  September  11,  1897, 
the  date  of  sale.  On  the  other  hand,  the  records  reviewed  do  not  indicate 
that  this  company  itself  then  controlled  any  common-carrier  corporations. 

The  property  of  the  Emmitsburg  Railroad  Company  (first  corporation)  was 
operated  by  Its  own  organization  or  by  a  receiver  during  the  period  it  filed 
annual  reports  with  the  commission.  No  information  has  been  obtained  regard- 
ing the  operating  arrangements  in  effect  during  other  periods.  The  railroad 
owned  on  date  of  sale  consisted  of  about  7  miles  of  single-track  standard-gauge 
steam  railroad  extending  from  Emmitsburg  to  Emmitsburg  Junction,  all  In 
Maryland.  This  property  was  acquired  by  it  through  construction  which  was 
completed  in  1876. 

The  authorized  capital  stock  of  the  Emmitsburg  Railroad  Company  (first 
corporation)  was  $300,000  par  value,  divided  into  shares  of  $50  par  value 
each.  According  to  the  company's  annual  reports  to  the  commission  It  issued 
and  had  actually  outstanding  on  June  30,  1S97,  a  short  time  prior  to  date  of 
sale,  $52,500  par  value  of  stock.  The  considerations  received  in  the  issue  of 
this  stocks,  and  the  disposition  of  the  Btock  after  date  of  sale,  have  not  been 
ascertained. 

According  to  the  company's  annual  reports  to  the  commission  it  also  issued 
and  had  actually  outstanding  on  June  30,  1897,  a  short  time  prior  to  date  of 
sale,  $60,250  par  value  of  first-mortgage  6  per  cent  bonds,  dated  April  1,  1886, 
due  in  1904.  These  bonds  were  reported  to  have  been  Issued  In  exchange  for 
bonds  dated  January  1,  1874.  No  further  Information  regarding  either  the 
considerations  received  for  the  bonds  or  their  disposition  after  date  of  sale 
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has  been  ascertained,  nor  has  any  farther  information  regarding  the  bonds 
dated  January  1,  1874,  been  ascertained. 

The  available  data  on  the  results  of  corporate  operations  of  the  Emmltaburg 
Railroad  Company  (first  corporation),  as  reported  to  the  commission  for  the 
period  from  July  1,  1803,  to  June  30,  1807,  are  shown  by  the  following  income 


statement : 
Operating  Income: 

Railway  operating  revenues  $31, 410. 04 

Railway  operating  expenses   26,356.00 


Net  revenue  from  railway  operations   5,050.44 

Railway  tax  accruals   324.49 

Total  operating  income     4,  734.  05 

Deductions  from  gross  income ;  interest  on  funded  debt   10, 396. 50 

Net  deficit    5,061.55 

Disposition  of  net  deficit  not  ascertained. 


The  Emmitsburg  Railroad  Company  (first  corporation),  in  its  annual  reports 
to  the  commission,  did  not  report  any  investment  in  road  and  equipment. 

APPENDIX  3 

ANALYSIS  Or  METHODS  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  Is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  iierformed  in  any  particular 
period  usually  lag  behind  the  expenses  Incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  is  Immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating 
expenses  will  be  the  measure  of  the  cash  working  capital  actually  used  to 
meet  expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.    The  factors  affecting  cash  working  capital  are  as  follows:  The 
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relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  movement 
of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the 
time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges 
collected  at  destination,  In  addition,  the  time  for  movement  under  ioad,  the 
time  consumed  in  unloading,  and  the  credit  period  for  payment  of  charges: 
the  relative  amount  of  operating  expenses  for  various  purposes ;  and  the  elapsed 
time  from  the  beginning  of  the  accrual  of  such  respective  expenses  to  the 
time  when  they  must  be  paid.  The  factors  in  most  cases  represent  the  expe- 
rience of  all  Class  I  carriers  and  in  a  few  cases  consist  of  specially  assembled 
data  from  the  experience  of  territorially  scattered  carriers  that  represent  over 
40  per  cent  of  the  operating  expenses  of  all  Glass  I  carriers.  For  material 
and  supplies,  consideration  has  been  given  to  the  average  book  value  of  the 
stock  carried  by  all  Class  I  and  Class  II  carriers  on  June  30  for  the  years 
1014—1916,  and  to  the  fact  that  some  part  of  this  stock  is  held  for  additions 
and  betterments  and  new  construction  and  that  some  part  represents  more 
or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  Investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors 
applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differ- 
ences are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and 
freight  service,  and  the  average  haul  of  freight  and  the  ratio  between  empty 
and  loaded  car  movement  In  their  effect  upon  the  elapsed  time  before  the 
revenues  from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of 
a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation  Is 
less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
affiliated  companies  or  to  other  special  circumstances,  the  carrier's  common- 
carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases,  the  value  found  for  working  capital  is  the 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

The  data  necessary  for  an  adjustment  of  the  average  percentage  of  13.5  for 
all  carriers  to  the  particular  experience  of  this  carrier  are  not  available.  How- 
ever, the  carrier  has  no  stock  of  material  and  supplies;  and  a  balance  sheet 
statement  as  of  December  31,  1917,  the  nearest  date  to  date  of  valuation  for 
which  one  is  obtainable,  shows  neither  any  revenues  uncollected  nor  any 
operating  outlays  nnpald,  indicating  that  receipts  from  service  performed 
were  in  hand  in  time  to  meet  all  payments  due.  Accordingly  it  is  found  that 
the  carrier  owned  or  used  no  working  capital  for  common-carrier  service  on 
date  of  valuation. 
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Valuation  Docket  No.  598 
FREDERICKSBURG  &  NORTHERN  RAILWAY  COMPANY 


Submitted  September  23,  1025.    Decided  October  1,  1926 


Flnnl  value  for  rate-making  purposes  of  the  property  of  the  Fredericksburg  & 
Northern  Railway  Company,  owned  and  used  for  common-carrier  purposes, 
found  to  be  $357,815,  as  of  June  30,  1919. 

Report  of  the  Commission 

Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
By  Division  1 : 

The  Fredericksburg  &  Northern  Railway  Company,  hereinafter 
called  the  carrier,  is  a  corporation  of  the  State  of  Texas.  It  owns 
and  operates  a  single-track  standard-gauge  steam  railroad,  extending 
from  Fredericksburg  Junction,  Tex.,  to  Fredericksburg,  Tex.,  a  dis- 
tance of  23.442  miles.  It  also  owns  1.926  miles  of  yard  tracks  and 
sidings. 

By  our  order  of  July  10, 1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation  as  of  June  30,  1919,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common -carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  values  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  October  1, 1926 

It  appearing.  That  a  notice  of  the  tentative  valuation  of  the  prop* 
erty  of  the  above-entitled  carrier,  heretofore  made  by  the  commis- 
sion, under  and  in  compliance  with  the  authority  conferred  and  the 
duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce 
act,  was  duly  given  to  said  carrier  and  to  the  Attorney  General  of 
the  United  States,  the  Governor  of  Texas,  and  the  Railroad  Com- 
mission of  Texas; 

It  further  appearing,  That  no  protest  against  said  tentative  valu- 
ation was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Fredericksburg  & 
Northern  Railway  Company  as  of  June  30, 1919: 

Location  and  general  description  of  property. — The  railroad  of  the 
Fredericksburg  &  Northern  Railway  Company,  hereinafter  called  the 
carrier,  is  a  single-track  standard-gauge  steam  railroad,  located  in 
Texas.  The  main  line  extends  from  Fredericksburg  Junction  to 
Fredericksburg,  Tex.,  a  distance  of  23.442  miles.  The  carrier  also 
owns  1.926  miles  of  yard  tracks  and  sidings.  Its  road  thus  embraces 
20.368  miles  of  all  tracks  owned. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding,  on 
date  of  valuation,  a  total  par  value  of  $155,827.44  in  stock  and  long- 
term  debt,  of  which  $25,000  represents  common  slock  and  $130,827.44 
funded  debt. 

Result 8  of  corporate  operations. — For  the  period  from  December 
31,  1917,  to  date  of  valuation,  the  aggregate  railway  operating  ex- 
penses have  been  75.4  per  cent  of  the  railway  operating  revenues. 
The  carrier  has  not  declared  any  dividends  on  its  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  necessary 
records  are  not  obtainable.  Such  information  respecting  actual  ex- 
penditures as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation,  is  stated 
in  its  books  as  $237,716.55.  With  readjustments  required  by  our  ac- 
counting examination,  this  amount  would  be  reduced  to  $236,510.64, 
of  which  $205,827.44,  less  an  undetermined  portion  thereof  assignable 
to  offsetting  items  included  in  amounts  recorded  at  $865.94,  represents 
considerations  other  than  money,  the  cash  value  of  which  at  the  time 
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of  the  transaction  we  are  not  able  to  report,  because  it  has  been  im- 
possible to  obtain  the  information.  Further  information  will  be 
found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  wholly  owned  and  used  by  the  carrier,  are 
$372,679  and  $321,800,  respectively.  These  amounts,  classified  in 
conformity  with  the  classification  of  expenditures  for  road  and  equip- 
ment as  prescribed  by  us,  are  shown  in  the  summary  sheet,  which 
is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  298.04  acres  of  land.  The  total  original 
cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records 
are  not  obtainable,  but  data  on  their  original  cost  will  be  found  in 
Appendix  2.  Their  present  value  is  $25,086.25. 

Property  held  for  purposes  other  than  those  of  a  common-carrier.— 
The  carrier  owns  and  holds  cash  on  hand  and  material  and  supplies 
in  the  amount  of  $5,863.  Of  this  amount,  $2,815  is  necessary  for  its 
use  as  working  capital  and  that  sum  is  therefore  included  in  the  final 
value  stated  elsewhere  in  this  report.  The  remainder,  $3,048,  is 
owned  and  held  by  the  carrier  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations.— Of  the  lands 
owned  and  used  by  the  carrier  and  included  in  the  preceding  state- 
ment of  carrier  lands  owned,  236.29  acres,  with  a  present  value  of 
$20,416.35,  were  acquired  through  aids.  These  lands  were  donated 
through  a  citizens*  committee.  We  are  not  able  to  report  the  value 
of  these  lands  at  the  time  acquired.  The  records  of  The  San  Antonio, 
Fredericksburg  and  Northern  Railway  Company,  a  predecessor  com- 
pany, show  that  citizens  of  San  Antonio  and  Fredericksburg,  Tex., 
subscribed  $200,000  cash  toward  the  construction  of  the  railroad,  on 
which  subscriptions  $187,272.97  was  collected  by  a  contractor.  This 
predecessor  also  received  donations  of  property,  consisting  of  a  road- 
bed, right  of  way,  terminals,  stations,  and  material,  on  all  of  which 
it  placed  an  estimated  value  of  $65,289.20.  Further  information  is 
given  in  Appendix  2. 

Material  and  supplies. — The  book  value  of  the  material  and  sup- 
plies on  hand  on  date  of  valuation  is  shown  in  the  records  of  the  car- 
rier as  $2,912.06. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
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ing  upon  the  value  here  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier  wholly  owned  and  used,  devoted 
by  it  to  common-carrier  purposes,  is  found  to  be  $357,815.  The  sum 
of  $2,815  is  included  in  the  value  above  stated  on  account  of  working 
capital,  including  material  and  supplies.  No  other  values  or  elements 
of  value  to  which  specific  sums  can  now  be  ascribed  are  found  to 
exist 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Appen- 
dixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheet  showing  the  classification  of  the  cost  of  reproduction  new 
and  cost  of  reproduction  less  depreciation,  above  set  forth,  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  in  detail  the  history  and 
organization  of  the  present  and  predecessor  corporations;  increases 
or  decreases  of  stocks,  bonds,  and  other  securities  incident  to  re- 
organizations;  moneys  and  other  considerations  received  by  reason 
of  issues  of  stocks,  bonds,  and  other  securities,  together  with  the 
syndicating,  banking,  and  other  financial  arrangements  attending 
their  issue;  the  net  and  gross  earnings;  the  development  of  fixed 
physical  property;  investment  in  road  and  equipment;  the  cost  of 
lands,  rights  of  way,  and  terminals;  the  general  balance  sheet  state- 
ment; and  other  pertinent  information.  Appendix  3  is  a  statement 
of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  is  situated, 
give  the  details  respecting  the  figures  here  reported,  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  in- 
spection, and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  railroad  of  the  carrier  has  direct  connection  with  that  of  The  San 
Antonio  and  Aransas  Pass  Hallway  Company  for  Interchange  of  traffic  at 
Fredericksburg  Junction,  Tex. 
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The  region 
limestone  and 


PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

is  rolling.   The  soil  is  a  sandy  loam,  underlaid  wltft 


ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 


The  surrounding  country  Is  devoted  to  agriculture  and  stock 
products  of  agriculture  furnish  most  of  the  traffic. 


raising.  The 


PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  volume  of  grading  is  light,  averaging  about  16,000  cubic  yards  to  the 
mile.  The  excavated  material  Is  classified  81  per  cent  common,  13  per  cent 
solid  rock,  and  6  per  cent  loose  rock.  There  is  a  900-foot  unllned  tunnel 
through  solid  rock  near  Mount  Alamo,  Tex.  There  are  30  pile-and-frame 
trestles  aggregating  3,551  feet  in  length.  The  main  track  Is  laid  chiefly  with 
re-lay  65-pound  rail,  placed  on  crosstles  that  are  principally  cypress  and  oak 
with  a  small  percentage  cedar  and  pine.  The  track  is  earth  surfaced  with 
the  exception  of  a  small  amount  of  crushed  rock,  gravel,  and  sand  ballast. 

EQUIPMENT 

The  carrier  owns  and  uses  one  steam  locomotive  and  one  passenger- train  car. 

ENGINEERING  AND   GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per 
cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  con- 
struction has  been  estimated  for  one-half  the  construction  period  of  12  months, 
plus  3  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts,  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  3  months  at  6  per  cent  per  annum. 
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1 

Cost  of 
rct.roduf- 
Lion  new 

Cost  of 
reproduc- 
tion hss 
doprrcin- 

lion 

1,  SC! 

. 

1,833 

7, 

fl.  873 

5,  ir>5 

13,029 

'-'LOW 

IS.  071 

372,  f.79 

321,800 

U.  ECUirMENT 


71 

72 
73 
7< 

75 
77 
76 


Strom  locomotive.. 
rassMjgi'Mriiiu  ciirs. 


Total.  51  to  f.s,  inrlusivo     

hi.  <;s.s-:i!  it  r\r-:\tMTri-rsi 


OrfcMurntfon  exprn.vs.  

General  Otllcers  and  clerks.. . 

Law   

Stationery  and  printing . .  . . . 

Taxes   

Other  expenditure,  fjwml 
construction. 


Total,  71  to  77.  Inclusive   

Grand  lotnl.  1,  and  3  tr>  7T,  irvicsjvn. 


APPENDIX  2 

INTRODUCTORY 

The  carrier  is  a  corporation  of  the  State  of  Texas,  having  its  principal 
office  at  Fredericksburg,  Tex.  The  records  reviewed  do  not  indicate  that  it 
was  controlled  by  any  individual  or  corporation  on  June  30,  1919,  the  date 
of  valuation.  On  the  other  hand,  the  records  reviewed  do  not  indicate  that 
the  carrier  controls  any  common-currier  corporations.  The  property  of  the 
carrier  has  been  operated  by  its  own  organization  from  December  31,  1917, 
the  date  the  property  was  acquired,  to  date  of  valuation. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  December  28,  1917,  under  the  general  laws 
of  the  State  of  Texas  for  the  purpose  of  ucquiring  and  operating  the  railroad 
known  as  The  San  Antonio,  Fredericksburg  and  Northern  Railway  Company, 
which  extended  from  Fredericksburg,  Tex.,  in  a  southerly  direction,  to  a  con- 
nection with  The  San  Antonio  and  Aransas  Pass  Railway  at  Fredericksburg 
Junction,  Tex.,  a  distance  of  about  23  miles.  The  Snu  Autonio,  Fredericksburg 
and  Northern  Railway  Company  was  incorporated  January  3,  1913,  under  the 
general  laws  of  the  State  of  Texas  for  the  purpose  of  constructing  and 
operating  a  standard-gauge  railway  within  the  State  of  Texas,  from  a  point 
on  The  San  Antonio  and  Aransas  Pass  Railway  about  4  miles  north  of  the 
town  of  Waring,  in  a  general  northerly  direction  to  Fredericksburg,  Tex. 
The  property  of  the  latter  company  was  purchased  by  Martin  Carle  at  fore- 
closure sale  on  December  31,  1917,  and  by  him  deeded  on  the  same  date 
to  the  carrier. 

DEVELOPMENT  OF  FIXED   FUY8ICAL  PROPERTY 

The  entire  road  owned  by  the  carrier  on  the  date  of  valuation,  consisting 
of  23.442  miles,  was  acquired  by  purchase  on  December  31.  1917.  The  road  was 
constructed  by  The  San  Antonio,  Fredericksburg  and  Northern  Railway 
Company  in  1913. 

HISTORY  OF  CORPORATE!  FINANCING 

Syndicating,  banking,  and  other  finaneinl  arrangements. — The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  have  been  made  in 
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connection  with  the  issuance  of  the  securities  of  the  carrier.  In  acquiring  the 
property  of  The  San  Antonio,  Fredericksburg  and  Northern  Railway  Company, 
Martin  Carle  represented  the  State  Bank  and  Trust  Company  of  San  Antonio, 
Tex.,  which  then  held  claims,  including  short-term  notes  and  receiver's  certifi- 
cates, of  some  $205,000  against  The  San  Antonio,  Fredericksburg  and  Northern 
Railway  Company.  In  the  purchase  of  the  property  the  carrier  issued  its  capi- 
tal stock  and  incurred  other  indebtedness,  aggregating  $212,036.46.  The  car- 
rier  has  issued  its  securities  and  incurred  other  Indebtedness  under  conditions 
and  for  considerations  described  In  detail  in  the  paragraphs  of  this  section 
devoted  to  capital  stock,  long-term  debt,  and  other  obligations. 

Increase  of  stocks,  bonds,  and  other  securities  in  the  reorganization  of  Dee. 
SI,  1917.— The  carrier  issued  $25,000  par  value  of  capital  stock  and  $130,. 
827.44  par  value  of  funded  debt,  aggregating  $155,827.44  of  new  securities,  in 
acquiring  the  property  of  The  San  Antonio,  Fredericksburg  and  Northern  Rail- 
way Company,  which  had  outstanding  $30,000  par  value  of  capital  stock  and 
$11,000  par  value  of  receiver's  certificates,  aggregating  $41,000  of  old  securi- 
ties. The  increase  of  securities  in  the  reorganization  thus  amounted  to  $114,- 
827.44  par  value.  On  the  other  hand,  it  is  pointed  out  that  the  carrier  also 
issued  $50,000  par  value  of  short-term  notes  in  the  reorganisation,  while  The 
San  Antonio,  Fredericksburg  and  Northern  Railway  Company  had  outstanding 
$148,239.07  par  value  of  short-term  notes,  thus  effecting  a  decrease  in  short-term 
notes  amounting  to  $98,239.07  par  value. 

Capital  stock  and  long-term  debt. — From  the  date  of  Its  incorporation,  De- 
cember 28,  1917,  to  date  of  valuation,  the  carrier  has  issued  stock  and  long- 
term  debt,  as  Indicated  by  its  records,  aggregating  $155,827.44  par  value,  all  of 
which  are  actually  outstanding.  The  details  are  summarized  in  the  following 
table: 


ActouBy 

outstanding, 

Stock,  capital  stock,  par  value,  common  

$25,000.00 
130,837.44 

130,827  44 

Qrnnd  total     

155,827.44 

155,  S?7 .44 

Capital  stock.— The  authorized  capital  stock  of  the  carrier  is  $25,000  par 
ralue,  divided  into  shares  of  $100  par  value  each,  all  of  which  is  classified  as 
common  stock.  The  entire  authorized  amount  was  issued  at  par  in  part  con- 
sideration for  property  purchased  and  is  all  outstanding. 

Funded  debt. — The  carrier  has  issued  $130,827.44  par  value  of  funded  debt 
at  par  In  part  consideration  for  property  purchased,  all  of  which  is  outstanding 
on  date  of  valuation.  The  funded  debt  outstanding  consists  of  5  per  cent 
negotiable  notes  of  $130,827.44  par  value,  dated  December  28,  1917,  due  on  or 
before  five  years  from  date. 

Short-term  notes. — The  carrier  issued  short-term  notes  of  $50,000  par  value, 
in  part  consideration  for  property  purchased.  The  entire  issue  matured  on 
December  28,  1917,  but  was  still  outstanding  on  date  of  valuation,  classified 
as  funded  debt  matured  unpaid.  In  addition  to  the  foregoing,  the  carrier  was 
indebted  to  its  president,  J.  L.  Browne,  on  date  of  valuation,  in  the  sum  of 
$24,071.98  for  cash  advanced  by  him. 

RESULTS  Or  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 
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Income  statement. — A  condensed  summary  of  the  Income  accounts  for  the 
year  ended  on  date  of  valuation  and  for  the  period  from  December  31,  1917, 
to  date  of  valuation  follows. 


Operating  income: 

Railway  operating  revenues...  

Railwuy  operating  expense*  

Net  revenue  from  railway  operations 
Railway  tax 

Deductions  from  gross  Income- 
Hire  of  equipment . . . .  _   

Interest  on  funded  debt  

Interest  on  unfunded  debt     

Total  

Total  deficit  

Disposition  of  net  income,  income  debit  balance  transferred  to  profit 


Year 


$37,  947.  53 
24.9T&25 

$56,906. 19 
41,  70S.  M 

12,  m  28 
1,461.49 

15, 200.  A3 
2,460.  49 

11,607.79 

12,740.  14 

3, 0'39.  81 
G.M1.37 
2,600,00 

X.  692.  22 
6,  Ml.  37 
2,  500.  00 

12,741.  18 

14.  733.  59 

1.233.  39 

1.993.  45 

1.233.39 

1,993  45 

Under  the  present  classification  of  accounts,  charges  in  the  road  and  equip- 
ment investment  account,  aggregating  $1,205.91  and  representing  maintenance 
of  equipment,  would  be  includible  in  the  Income  statement  for  the  period. 
If  the  income  accounts  of  the  carrier  were  adjusted  to  include  such  charges, 
and  if  all  the  items  then  included  in  the  income  statement  were  taken  at  their 
recorded  amounts,  the  debit  balance  transferred  to  profit  and  loss  would  be 
Increased  by  $1,205.91,  or  to  $3,199.30. 

Profit  and  loss  statement. — The  profit  and  loss  account  on  date  of  valuation 
contains  only  the  net  debit  balance  of  $1,993.45  transferred  from  Income.  If 
the  $1,205.91  of  charges  for  maintenance  of  equipment  charged  to  the  road 
and  equipment  investment  account,  hereinbefore  referred  to  as  transferable 
to  an  Income  account,  were  so  transferred,  the  debit  balance  in  the  profit  and 
loss  account  would  be  increased  to  $3,199.36. 

Dividend*. — The  records  reviewed  do  not  indicate  that  the  carrier  has  de- 
clared any  dividends. 

INVESTMENT  IN  BO  AD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation  is  stated  in  its  books  as  $237,716.55,  of  which  the  following 
is  a  general  analysis : 

For  property  of  The  San  Antonio,  Fredericksburg  and 
Northern  Railway  Company  purchased: 

Capital  stock  issued  at  par  value  $25,000.00 

Funded  debt  issued  at  par  value  130,  S27. 44 

Short-term  notes  issued  at  par  value   50,  000. 00 

Recorded  money  outlay — 

Liabilities  of  purchased  company 

paid  $17.  739. 34 

Less  assets  collected   11,531.32 

  6,208.02 

Total   212,  035. 46 

Less  the  book  value  of  material  and  supplies,  ac- 
quired with  road  purchased   865. 94 

  $211, 1C9.  52 
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For  additions  and  betterments  and  reconstruction  of 

road  purchased,  recorded  money  outlay: 

Additions  and  betterments   $1, 909. 64 

Reconstruction  of  road  purchased   23,431.48 

  $25,341.12 


Total  of  above  items   236,510.04 

Other  Item,  charges  not  in  accordance  with  the  present  classifica- 
tion of  accounts,  transferable  to  income,  railway  operating  ex- 
penses, maintenance  of  equipment.  _   1,205.91 

Total  recorded  as  of  date  of  valuation   237, 716. 55 


If  the  "  other  item  "  set  out  in  the  above  analysis  were  eliminated,  and  if 
all  the  remaining  items  were  taken  at  their  recorded  amounts,  the  balance 
in  the  road  and  equipment  investment  account  would  be  reduced  by  $1,205.91, 
or  to  $236,510.64.  This  adjusted  amount  would  be  the  result,  on  the  one 
hand,  of  gross  outlays  that  consist,  in  part,  of  considerations  other  than  cash 
recorded  at  $205,827.44,  and,  on  the  other  hand,  of  items  deductible  from  the 
gross  outlays  and  recorded  at  $805.94.  but  not  specifically  deductible  at  the 
recorded  amounts.  The  cash  value  at  the  time  of  the  transactions  of  the 
considerations  other  than  cash  and  of  the  item  deductible  from  the  gross  out- 
lays is  not  known  and  can  not  be  definitely  determined.  The  balance  in  the 
road  and  equipment  investment  account,  if  adjusted  to  the  above  extent,  so 
fur  as  it  is  resolvable  into  the  kinds  of  considerations,  would  comprise  the 


following  classes  of  recorded  outlay : 

Recorded  money  outlay    $31,  549. 14 

Capital  stock  issued,  par  value   25, 000. 00 

Funded  debt  issued,  par  value   130, 827. 44 

Short-term  notes  issued,  par  value   50, 000. 00 


From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  material  and  sup- 
plies acquired  with  property  purchased  and  taken  to  account  at —        865. 94 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  The  data  obtained  on  the  outlay  for  creating  and  Improving 
such  property  are  those  found  in  the  road  and  equipment  investment  accounts 
of  the  carrier  and  The  San  Antonio,  Fredericksburg  and  Northern  Railway 
Company,  and  in  other  accounts  of  the  latter  company,  summarised  as  follows : 


Ry  the  carrier,  recorded  money  outlay   $1,909.64 

Ry  The  San  Antonio,   Fredericksburg  and  Northern  Railway 
Company : 

Recorded  money  outlay,  including  $187,272.97  of  cash  donations 

transferred  to  contractor   230,495.47 

Capital  stock  issued  to  promoter  for  services,  par  value   30, 000.  00 

Short-term  notes  issued  to  H.  Masterson  for  services  in  connec- 
tion with  a  final  settlement  between  the  promoter  and  the 

contractor,  par  value   9,000.00 

Short-term  notes,  issued  by  the  promoter  to  the  contractor  in 

final  settlement  for  construction,  assumed,  par  value   134,068.60 
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8hort-term  notes  Issued,  par  value   $9, 085. 00 

From  which  should  be  deducted  whatever  portions,  not  defi- 
nitely determinable,  of  the  above  outlays  represent  equip- 
ment sold  or  retired,  credited  at   9,165.47 

In  addition,  The  San  Antonio,  Fredericksburg  and  Northern  Railway  Com- 
pany charged  $04,906  to  its  road  and  equipment  investment  account,  represent- 
ing the  estimated  value  of  donated  property.  The  original  cost  of  such  property 
to  the  donors  has  not  been  ascertained.  The  carrier  also  charged  $23,431.48 
to  its  road  and  equipment  investment  account,  representing  the  cost  of  recon- 
structing the  road  purchased  from  its  predecessor.  It  has  not  been  ascertained 
whether  any  porUon  of  this  cost  represented  improvements  and  should  be 
included  in  the  above  statement  of  outlay. 

Cost  of  lands. — The  carrier  reports  amounts  aggregating  $11,291.45  as  the 
outlays  by  itself  and  its  predecessor  in  connection  with  lands  owned  or  used 
by  It.  The  returns  made  by  the  carrier  Include  certain  lands  which  were 
donated  by  a  citizen's  committee.  A  verification  of  the  amounts  indicates 
that  the  reported  outlays  should  be  reduced  by  $7,577.25,  representing  con- 
siderations named  in  deeds  to  the  citizen's  committee  for  part  of  the  donated 
lands  mentioned  above.  The  amounts  reported  by  the  carrier  as  costs  for 
the  remaining  lands  owned,  after  making  the  changes  noted  above,  are  made 
up  of  $3,714.20  of  substantial  considerations  named  in  deeds,  which  the  carrier 
returned  as  costs,  but  which  are  not  supported  by  accounting  records.  All 
of  the  foregoing  lands  are  classified  as  carrier  owned  and  used,  and  are  located 
in  the  State  of  Texas. 

Cost  of  machinery  and  equipment. — The  carrier  reports  that  It  owns  and 
uses  two  units  of  equipment  and  three  roadway  machines,  with  costs  aggregating 
$9,663.08.  After  classifying  the  returns  according  to  the  classification  herein  of 
the  property  to  which  they  apply,  the  returns  are  summarized  as  follows : 


Machinery,  roadway  machines. 

Equipment: 

Steam  locomotives  

Passenger-train  cars  

Total  


j  Costs 
^supported 
Units  |  by  ac- 
counting 


$999,  81 


7,550.53 
1, 106.  75 


8.C63.27 


▲IDS,  G1FT8,  GRANTS,  AND  DONATIONS 

The  carrier  made  no  report  of  aids,  gifts,  grants,  or  donations  received  by  it. 
The  records  of  The  San  Antonio,  Fredericksburg  and  Northern  Railway  Com- 
pany, the  predecessor  company,  show  that  citizens  of  San  Antonio  and  Fred- 
ericksburg, Tex.,  subscribed  $200,000  cash  toward  the  construction  of  the 
railroad,  which  subscriptions  were  assigned  to  the  contractor  constructing  the 
road,  who  collected  $187,272.97  cash  therefrom.  The  San  Antonio,  Fred- 
ericksburg and  Northern  Railway  Company  also  received  donations  of  prop- 
erty, on  which  it  placed  an  estimated  value  of  $65,289.20,  as  follows: 

Old  constructed  roadbed,  no  details    $25,000.00 

Right  of  way,  265.16  acres,  at  $100  per  acre   26,516.00 
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Terminals  at  Fredericksburg  Junction,  Tex.,  12.1  acres  at  $400  per 

acre  and  7.2  acres  at  $1,000  per  acre  $12, 040. 00 

Stations  at  Cain  City  and  Mount  Alamo,  Tex   1, 350. 00 

MATERIAL  AND  SUPPLIES 

The  investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
is  stated  in  its  books  as  $2,912.06. 

LEASED  RAILWAY  PROPERTY 

On  date  of  valuation  the  carrier  uses  Jointly  with  The  San  Antonio  and 
Aransas  Puss  Railway  0.43  mile  of  that  company's  main  track  and  its  freight 
and  passenger  station  at  Fredericksburg  Junction.  For  the  Joint  use  of  such 
property,  the  carrier  pays  50  per  cent  of  the  cost  of  the  operation  thereof. 
During  the  year  ended  on  date  of  valuation  It  paid  $633.80,  which  was  charged 
to  lta  operating  expenses. 

GEN  EH  A  L  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation. 


is  as  follows : 

ABSBT8 

Investments,  investment  in  road  and  equipment   _  $237, 716  55 


Current  assets : 

Cash   2, 951. 30 

Loans  and  bills  receivable   009. 67 

Traffic  and  car-service  balances  receivable   925. 12 

Net  balance  receivable  from  agents  and  conductors   776. 50 

Miscellaneous  accounts  receivable   480. 9T 

Material  and  supplies   2,912.08 

Total   8,715.62 


Unadjusted  debits,  other  unadjusted  debits   S0O.73 


Grand  total   247,232.90 

LIABILITIES 

Stock,  capital  stock   25, 000. 00 

Long-term  debt,  funded  debt  unmatured   130,827.44 

— » 

Current  liabilities: 

Loans  and  bills  payable   24,07198 

Traffic  and  car-service  balances  payable   6,164.60 

Audited  accounts  and  wages  payable   2,368.71 

Miscellaneous  accounts  payable   82.98 

Interest  matured  unpaid   9, 04L37 

Funded  debt  matured  unpaid   50,000.00 

Total    91,729.54 
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Unadjusted  credits: 

Tax  liability   $793. 02 

Accrued  depreciation,  equipment   647. 34 

Other  unadjusted  credits   228. 41 

Total   1,609.37 

Corporate  surplus,  profit  and  loss,  debit  balance   1, 993. 45 

Grand  total    247,232.90 

Predecessor  Company 


The  Sam  Antonio,  Fredericksbubo  and  Nobthebn  Railway  Company, 

Predecessor  of  the  Carrier 

INTBODUCTOBT 

The  San  Antonio,  Fredericksburg  and  Northern  Railway  Company  was  con- 
trolled by  R.  A  Love  through  ownership  of  over  99  per  cent  of  its  outstanding 
capital  stock  on  December  31, 1917,  the  date  its  property  was  sold  at  foreclosure 
sale.  On  the  other  hand,  the  records  reviewed  do  not  indicate  that  this  com- 
pany controlled  any  common-carrier  corporations.  The  property  of  this  com- 
pany was  operated  by  its  own  organization  from  November  1,  1913,  the  date 
of  its  completion,  to  October  28,  1914.  From  that  date  to  date  of  foreclosure 
Rale  it  was  operated  by  a  receiver. 

The  railroad  owned  and  operated  by  the  receiver  of  The  San  Antonio, 
Fredericksburg  and  Northern  Railway  Company  on  date  of  foreclosure  sale 
consisted  of  23.442  miles  of  single-track  standard-gauge  steam  railroad  extend- 
ing from  a  connection  with  The  San  Antonio  and  Aransas  Pass  Railway  Com- 
pany at  Fredericksburg  Junction  to  Fredericksburg,  Tex.  The  receiver  also 
jointly  used  under  trackage  rights  about  0.6  mile  of  the  main  track  of  The 
San  Antonio  and  Aransas  Pass  Railway  Company  at  Fredericksburg  Junction. 

development  or  fixed  physical  property 

The  23.442  miles  of  road  owned  by  The  San  Antonio,  Fredericksburg  and 
Northern  Railway  Company  was  constructed  for  it  by  Foster  Crane,  contractor, 
of  San  Antonio,  Tex.  The  records  reviewed  do  not  indicate  that  the  contractor 
was  affiliated  with  the  company.  Construction  was  completed  and  the  road 
placed  In  operation  November  1,  1913. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangcmei\t§. — The  records 
reviewed  do  not  indicate  that  any  syndicating  arrangements  were  made  in 
connection  with  the  issuance  of  the  securities  of  The  San  Antonio,  Fredericks- 
burg and  Northern  Railway  Company.  Prior  to  October,  1912,  citizens  of 
Glllisple  County,  Tex.,  organized  a  committee  which  secured  subscriptions  for 
$200,000  cash  donations,  secured  right-of-way  donations,  and  under  a  contract 
with  R.  A.  Love,  of  Kansas  City,  Ho.,  agreed  to  transfer  such  cash  and  right- 
of-way  donations  to  Love,  provided  he  would  organize  a  railroad  corporation 
and  build  a  railroad  into  Fredericksburg,  Tex.  Under  a  contract  dated  Decem- 
ber 14,  1912,  Love  employed  Crane  to  construct  the  road,  and  on  January  3, 
1913,  Lore  effected  the  incorporation  of  The  San  Antonio,  Fredericksburg  and 
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Northern  Railway  Company.  Love  financed  the  construction  through  assigning 
the  $200,000  cash  donations  to  Crane  and  in  a  final  settlement  made  on  Jane  23, 
1914,  Issued  to  Crane  his  note  for  $134,068.60,  which  the  railway  company 
assumed. 

The  records  of  The  San  Antonio,  Fredericksburg  and  Northern  Railway 
Company  show  that  only  $187,272.97  of  the  cash  donations  were  actually  col- 
lected by  the  contractor.  The  railway  company,  in  addition  to  assuming 
Love's  note  for  $134,068.60,  issued  $30,000  par  value  of  its  stock  to  Love  for 
his  services  and  issued  its  note  for  $10,000  to  H.  Masterson  for  services  in 
the  Love-Crane  final  settlement  The  San  Antonio,  Fredericksburg  and  North- 
ern Railway  Company  issued  its  securities  and  incurred  other  indebtedness 
under  conditions  and  for  considerations  described  In  detail  In  the  paragraphs 
of  this  section  devoted  to  capital  stock,  long-term  debt,  and  other  obligations. 

Capital  stock. — The  authorized  capital  stock  of  The  San  Antonio,  Fredericks- 
burg and  Northern  Railway  Company  was  $30,000  par  value,  divided  Into 
shares  of  $100  par  value  each,  all  of  which  was  classified  as  common  stock. 
The  entire  authorized  amount  was  issued  at  par  to  Love  for  services  In  con- 
nection with  the  construction  of  the  property.  The  entire  issue  was  actually 
outstanding  on  the  date  of  sale,  and  was  canceled  after  the  sale. 

Receiver's  certificates. — The  receiver  of  The  San  Antonio,  Fredericksburg 
and  Northern  Railway  Company  Issued  $11,000  par  value  of  receiver's  certifi- 
cates for  $10,450  cash.  These  certificates  were  actually  outstanding  on  the 
date  of  sale,  and  were  retired  in  the  sale.  The  difference  between  the  par 
value  of  receiver's  certificates  issued  and  the  consideration  recorded  as  re- 
ceived in  exchange  therefor,  being  discounts  aggregating  $550,  was  charged 
to  balance  sheet  account  Discount  on  Funded  Debt 

Short-term  notes. — The  San  Antonio,  Fredericksburg  and  Northern  Railway 
Company  Issued  or  assumed  short-term  notes  of  $157,363.63  par  value  to  date 
of  sale,  of  which  $9,124.56  were  retired,  leaving  $14S,230.07  outstanding  on 
the  date  of  sale.  The  considerations  recorded  as  passed  in  connection  with 
the  Issuance  or  assumption  and  the  retirement  In  part  of  the  notes  were  as 
detailed  hereunder : 


Assumed, 


I&suod 

On. 


ppirt  of  property  constructed,  bnlanrp  due  contractor 


Services  of  !T.  Mnsterson  In  connection  with  n  flnnl  settlement  between  I.ovc 
ns  promoter  :md  ('rune  us  contractor.  chained  to  the  ro  id  nnn1  equipment 

Investment  account     -  . 

TJnapportioncd  pnrt  of  equipment  purchased  _    


Total  issued  or  assumed  for  consideration*  

Reacquired  mid  retired; 

Cash..       

Equipment  surrendered  and  note  canceled. . 


Rccordod 
value 


ons.  go 


10,00100 
12.BR5.0n 
410.03 


:  of  p:ir  value  of  note  isi-ued  to  II.  Masterson,  credited  to  roi  1  and 
equipment  investment  account    ..    


Totnl  reacquired  and  retired  

Outstanding  on  date  of  sale,  retired  in  sale  of  property. 


167.  :ra.63 
t.  V2i  A6 

a.wo.00 


$n».  cm  oo 

•      **i  ''<'< 
10,000.00 

}    13.  V.*.  03 


157, 

J  900  00 
1.000  00 


9,  124.  56 
148.  ZW.  07 




RKSULT8  OF  CORPORATE  OPKRATIONS 


The  results  of  corporate  operations,  ns  shown  In  the  income  and  profit  and 
loss  accounts  of  The  Ban  Antonio,  Fredericksburg  and  Northern  Railway 
Company,  are  given  below. 
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Income  ttatement. — A  condensed  summary  of  the  Income  accounts  for  the 
year  ending  December  31,  1917,  and  for  the  period  November  1,  1918,  to  date 
of  sale  follows: 


Year 

ferioa 

( )  r    r  u  tinff  f  n/VMn  a  * 

v|JCilUUf  UJtUUJC 

Railway  operating  revenues  

$42,918.60 
46,238.74 

$201,681.94 
171,423.60 

Railway  operating  expenses  

Net  revenue  from  railway  operations  

SO,  258.  35 

Net  dpflclt  from  railway  operations    . 

3,  322.  14 
1,004.65 

Railway  tax  accruals      .  ._  ...  _  . 

6,206.93 

24,051.43 

Railway  operntinf?  deficit  -    

Deductions  from  gross  income —    

Disposition  of  net  Income,  income  debit  balance  transferred  to  profit  and  loss. 

6.226.79 
8,002.36 

47,  095.  68 

13,  229. 15 

23,  044.  16 

13,229.15 

23,  044.  61 

Profit  and  ton  ttatement.—A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  November  1,  1913,  to  date  of  foreclosure  sale  follows. 


Credits: 

Donations   $3S3.  20 

Delayed-income  credits,  adjustment  of  interest  on  unfunded  debt.  7, 082. 87 

Unrefundable  overcharges   6. 64 

Miscellaneous  credits   69.  S3 


Debits: 

Net  debit  balance  transferred  from  income   23, 044. 16 

Delayed-income  debits,  railway  operating  expenses   837.84 

Miscellaneous  debits   4,093.17 


Total  *_   27,975.17 


Debit  balance  on  date  of  sale   20, 433. 73 


INVESTMENT  IN  BOAD  AND  EQUIPMENT 

The  investment  of  The  San  Antonio,  Fredericksburg  and  Northern  Railway 
Company  in  road  and  equipment,  including  land,  on  the  date  of  sale,  is  stated 
in  its  books  as  $482,622,  of  which  the  following  is  a  general  analysis : 
For  original  construction: 

Donations,  concurrently  credited  to  balance  sheet 
account  Grants  in  Aid  of  Construction: 
Cash  subscriptions  transferred  to  the  con- 
tractor  __   $200,000.00 

Estimated  value  of  donated  roadbed,  right 

of  way,  stations,  and  terminals   64, 006. 00 

Capital  stock  issued  to  promoter  .for  services, 

par  value   „  30,000.00 

Short-term  note  issued  by  promoter  to  the  con- 
tractor in  final  settlement  for  construction, 
assumed  by  the  railway  company,  par  value..   134, 06a  60 
28926"— 27— Vol.  116  81 
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8hort-term  note  issued  to  H.  Masterson  for  serv- 
ices in  connection  with  the  final  settlement 
between  the  promoter  and  the  contractor,  par 
value : 

Originally  issued  $10,000 

Less  later  adjustment   1,000 


For  additions  and  betterments  and  equipment: 

Recorded  money  outlay   43, 222.  50 

Short-term  notes  Issued,  par  value: 

Total  issued   12,885 

par  value  canceled  on  surrender 

of  part  of  equipment   3, 800 

  0.  OSS.  00 


$9,  000.  00 

 $437,  974. 60 


52.  307.  50 

Total  of  above  items   490.  282. 10 

Less  equipment  sold  or  retired,  credited  at   9, 165. 47 

Net  total  of  above  items   481. 116. 63 


Other  items,  charges  not  in  accordance  with  the 
present  classification  of  accounts — 

Errors  in  footing  journal  entry   1, 000. 00 

Interest  on  short-term  notes   410.03 

Interest  paid  on  outstanding  receiver's  certifl- 

  95.34 


1,  505. 37 

Total  recorded  as  of  date  of  sale   4S2,  622. 00 

It  is  pointed  out  that  while  this  company  charged  its  road  and  equipment 
Investment  account  with  $200,000  representing  subscriptions  for  cash  dona- 
tions that  were  assigned  to  the  contractor,  its  records  indicate  that  only 
$187,272.97  cosh  was  actually  collected  by  the  contractor. 

• 

APPENDIX  3 

ANALYBIB  OV  METHODS  FOR  DETER  MI  NIISXJ  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies ;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 
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A  practicable  way  to  determine  the  portion  of  expenses  for  service  In  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  thnt  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating 
expenses  will  be  the  measure  of  the  cash  working  capital  actually  used  to 
meet  expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between 
the  available  revenues  and  the  expenses  within  any  period.  Also,  considera- 
tion has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material 
and  supplies.  The  factors  affecting  cash  working  capital  are  as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  move- 
ment of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading, 
and  the  time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with 
charges  collected  at  destination,  in  addition,  the  time  for  movement  under 
load,  the  time  consumed  in  unloading,  and  the  credit  period  for  payment  of 
charges;  the  relative  amount  of  operating  expenses  for  various  purposes;  and 
the1' elapsed  time  from  the  beginning  of  the  accrual  of  such  respective  expenses 
to  the  time  when  they  must  be  paid.  The  factors  in  most  cases  represent  the 
experience  of  all  Class  I  carriers  and  in  a  few  cases  consist  of  specially 
assembled  data  from  the  experience  of  territorially  scattered  carriers  that 
represent  over  40  per  cent  of  the  operating  expenses  of  all  Class  I  carriers. 
For  material  and  supplies,  consideration  has  been  given  to  the  average  book 
value  of  the  stock  carried  by  ail  Class  I  and  Class  II  carriers  on  June  90 
for  the  years  1914-1016,  and  to  the  fact  that  some  part  of  this  stock  is  held 
for  additions  and  betterments  and  new  construction  and  that  some  part  repre- 
sents more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  nbout  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
plicable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and 
loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues 
from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  In  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation  is 
less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
affiliated  companies  or  to  other  special  circumstances,  the  carrier's  common - 
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carrier  property  of  that  kind  can  not,  of  course,  be  preater  than  the  amount 
actually  on  hand.  In  such  cases,  the  value  found  for  working  capital  is  tbe 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  date  of  valuation,  it  is  found  that  tbe 
working  capital  used  for  common-carrier  purposes  during  that  period  averaged 
11.26  per  cent  of  the  annual  operating  expenses.  Applying  that  percentage  to 
the  operating  expenses  for  the  year  ended  on  date  of  valuation,  determined  to 
be  $24,978,  the  only  full  year  of  operations  preceding  date  of  valuation,  it  is 
found  that  the  working  capital  used  for  common-carrier  purposes  on  date  of 
valuation  Is  $2,816. 
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Valuation  Docket  No.  777 
YOUNGSTOWN  AND  NORTHERN  RAILROAD  COMPANY 

Submitted  September  8,  1926.   Decided  October  1,  1926 

Final  value  for  rate-making  purposes  of  the  property  of  the  Youngstown  and 
Northern  Railroad  Company,  owned  and  used  for  common-carrier  pur- 
poses, found  to  be  $550,000,  as  of  June  80,  1919. 

Nathan  L.  Miller,  Charles  S.  BeUterUng,  William  Beye,  and 
Dewey  F.  Fagerburg  for  Youngstown  and  Northern  Railroad  Com- 
pany. 

Report  op  the  Commission 

Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
By  Division  1 : 

The  Youngstown  and  Northern  Railroad  Company,  hereinafter 
called  the  carrier,  is  a  corporation  of  the  State  of  Ohio,  controlled 
by  the  Carnegie  Steel  Company  through  stock  ownership.  It  owns 
and  operates  a  single-track  standard-gauge  steam-operated  switching 
railroad,  extending  from  Youngstown,  Ohio,  to  McDonald,  Ohio, 
a  distance  of  4.658  miles.  It  also  owns  2.187  miles  of  yard  tracks 
,  and  sidings. 

By  our  order  of  April  2, 1926,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation  as  of  June  30,  1919,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties  in  the  manner  and  as  required  by  law. 

The  carrier  filed  a  protest  against  the  tentative  valuation  within 
the  statutory  period.  A  hearing  was  assigned  and  due  notice  given. 
The  carrier  entered  an  appearance  at  the  hearing  but  presented  no 
evidence,  brief,  or  argument  in  support  of  its  protest. 

The  tentative  valuation  will  be  made  final. 


Order 
Entered  October  7, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commis- 
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sion  under  and  in  compliance  with  the  authority  conferred  and  the 
duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce  act, 
was  duly  given  to  said  carrier  and  to  the  Attorney  General  of  the 
United  States,  the  Governor  of  Ohio,  and  the  Public  Utilities  Com- 
mission of  Ohio,  and  that  protest  against  said  tentative  valuation 
was  filed  with  the  commission  by  said  carrier  within  the  30-day 
period  specified  in  paragraph  (h)  of  said  section  19a; 

It  further  appearing.  That  hearing  on  said  protest  was  set  for 
September  8, 1926,  and  that  due  notice  thereof  was  given  said  carrier 
and  the  other  parties  above  named ; 

And  it  further  appearing,  That  on  the  date  fixed  for  said  hearing 
appearance  was  entered  for  said  carrier,  but  no  evidence  was  offered, 
and  no  brief  was  filed  or  argument  made  in  support  of  said  protest, 
and  the  matter  was  thereupon  taken  under  advisement  by  the  com- 
mission, upon  consideration  thereof: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  The  Youngstown  and 
Northern  Railroad  Company  as  of  June  30,  1919 : 

Location  and  general  description  of  property. — The  railroad  of 
The  Youngstown  and  Northern  Railroad  Company,  hereinafter 
called  the  carrier,  is  a  single-track  standard-gauge  steam-operated 
switching  railroad,  located  in  northeastern  Ohio.  The  main  line 
extends  northerly  from  Youngstown  to  McDonald,  a  distance  of 
4.658  miles.  The  carrier  also  owns  2.187  miles  of  yard  tracks  and 
sidings.  Its  road  thus  embraces  6.845  miles  of  all  tracks  owned  and 
used.  The  carrier  is  an  industrial  switching  railroad.  Its  principal 
revenue  is  derived  from  switching  cars  between  connecting  railroads 
and  plants  owned  or  controlled  by  the  Carnegie  Steel  Company,  * 
which  controls  the  railroad. 

Capital  stock  and  long-tcitti  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $582,926.03  in  stock  and 
long-term  debt,  of  which  $10,000  represents  common  stock  and 
$572,926.03  nonnegotiable  debt  to  affiliated  companies. 

Results  of  corporate  operations. — For  the  period  from  October  1, 
1916,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  103.3  per  cent  of  the  railway  operating  revenues.  The 
ratios  and  the  net  railway  operating  income  or  deficit  for  the  three 
months  ended  December  31,  1916,  for  the  years  ended  December  31, 
1917  and  1918,  and  for  the  six  months  ending  on  date  of  valuation, 
are  given  in  the  table  below. 
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Period 

Ratio 

Income 

Year  1916  (three  months)  

ISO.  A 
134.1 
83.8 
98.  fl 

■  $17, 464 
1  63,  304 
14,070 
» 11,000 

Year  1817  

No  dividends  have  been  declared. 

Original  cost  to  date. — The  original  cost  to  date  of  the  coi 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  The  data  obtained  on  the  outlay 
for  creating  and  improving  the  property  may  be  summarized  as 
follows:  Recorded  money  outlay,  $832.53;  nonnegotiable  debt  to 
affiliated  companies,  $577,601.03.  We  are  not  able  to  report  the 
cash  value  at  the  time  of  the  transaction  of  the  outlays  other  than 
money  because  we  have  not  been  able  to  obtain  the  information. 
There  is  included  in  the  outlays  stated  above  the  cost  of  the  non- 
carrier  lands  owned.  Further  information  will  be  found  in  Ap- 
pendix 2. 

Investment  in  road  and  equipment. — The  investment  of  the  car- 
rier in  road  and  equipment,  including  land,  on  date  of  valuation, 
is  stated  in  its  books  as  $578,495.36.  With  readjustments  required 
by  our  accounting  examination,  this  amount  would  be  reduced  to 
$578,433.56,  of  which  $577,601.03  represents  advances  from  the  con- 
trolling company,  the  cash  value  of  which  at  the  time  of  the  trans- 
action we  are  not  able  to  report  because  it  has  been  impossible  to 
obtain  the  information.  There  is  included  in  the  amount  above 
stated  the  cost  of  the  noncarrier  lands  owned.  Further  information 
will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  owned 
and  used  by  the  carrier,  are  $542,883  and  $499,348,  respectively. 
These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  18  acres  of  land.  The  original  cost  of 
these  lands,  as  supported  by  the  accounting  records,  is  $48,435.18, 
less  the  unknown  cost  of  parts  of  parcels  sold  for  proceeds  of 
$5,461.58.  Their  present  value  is  $7,673.40.  The  estimates  of  cost 
of  reproduction  covered  by  this  report  are  based  upon  the  1914  level 
of  prices,  while  the  present  value  of  the  common -carrier  lands  cov- 
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ered  by  the  report  is  based  upon  the  fair  average  of  the  normal 
market  value  of  lands  adjoining  and  adjacent  to  the  rights  of  way, 
yards,  and  terminals  of  the  carrier,  as  of  valuation  date.  This  dis- 
crepancy will  be  removed  when  we  adjust  to  later  dates,  in  accordance 
with  the  requirements  of  the  valuation  act,  the  final  value  herein 
reported. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  and  holds  for  noncarrier  purposes  1.45  acres 
of  lands  in  Ohio.  The  original  cost  of  these  lands,  as  supported  by 
the  accounting  records,  is  $7,075.  Their  present  value  is  $725.  The 
carrier  owns  and  holds  cash  on  hand  in  the  amount  of  $23,272. 
Upon  a  consideration  of  the  data  set  forth  in  Appendix  3,  we  find 
that  no  working  capital  is  used  by  the  carrier  in  the  conduct  of  its 
common-carrier  operations.  The  $23,272  of  cash  on  hand  is,  there- 
fore, owned  and  held  by  the  carrier  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
reports  that  it  has  received  no  aids,  gifts,  grants,  or  donations,  and 
none  have  been  found  of  record. 

Materials  and  supplies. — The  books  of  the  carrier  do  not  show  any 
material  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value,  for  rate-making  purposes,  of  the  property 
of  the  carrier,  owned  and  used,  devoted  by  it  to  common-carrier  pur- 
poses, is  found  to  be  $550,000.  No  working  capital,  including  ma- 
terials and  supplies,  is  found  to  be  owned  or  used  by  the  carrier. 
No  other  values  or  elements  of  value  to  which  specific  sums  can  now 
be  ascribed  are  found  to  exist. 

Appendixes.— Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1, 2,  and  3.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheets  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation,  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  his- 
tory and  organization  of  the  carrier;  moneys  and  other  considera- 
tions received  by  reason  of  issues  of  stocks,  bonds,  and  other  secur- 
ities, together  with  syndicating,  banking,  and  other  financial 
arrangements  attending  their  issue;  the  net  and  gross  earnings; 
the  development  of  fixed  physical  property;  investment  in  road  and 
equipment;  the  cost  of  lands,  rights  of  way,  and  terminals;  the 
general  balance  sheet  statement;  and  other  pertinent  information. 
Appendix  3  is  a  statement  of  the  method  for  determining  working 
capital. 
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Reference  is  made  to  Appendix  3,  Texas  Midland  RaUroad%  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials 
of  the  State  in  which  the  carrier  embraced  in  this  proceeding  is 
situated,  give  the  details  respecting  the  figures  here  reported,  and 
are  on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to 
public  inspection,  and  subject  to  the  direction  of  Congress.  These 
reports  are  referred  to  for  greater  particularity  as  to  the  matters 
herein  stated. 


APPENDIX  l 

TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connections  with  the  lines  of  the  Pennsylvania 
Company,  the  Brie  Railroad  Company,  and  The  Baltimore  and  Ohio  Railroad 
Company,  for  interchange  of  traffic,  at  or  near  Yonngstown,  Ohio. 

PHYSICAL   CONDITIONS   AFFECTING  CONSTRUCTION 

The  railroad  is  located  along  the  west  shore  of  the  Mahoning  River  where 
the  land  is  generally  rolling.  The  soil  is  sandy  loam  and  clay. 

ECONOMIC  CONDITIONS   RELATING  TO  TRAFFIC 

This  railroad  serves  the  Ohio  works  of  the  Carnegie  Steel  Company  engaged 
in  manufacturing  and  fabricating  iron  and  steel  products.  Its  principal 
revenue  is  derived  from  switching  cars  between  the  plants  and  connecting 
railroads. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  heavy,  averaging  about  128,000  cubic  yards  per  mile,  about 
80  per  cent  of  which  is  furnace  slag  used  in  embankment.  There  are  no 
important  bridges  on  the  road.  The  crossties  in  the  main  track  average  2,880 
per  mile  and  are  mostly  steel,  with  some  oak.  The  tracks  are  laid  with 
new  85-pound  Bessemer  rail    Coarse  slag  Is  the  material  used  for  ballast. 

■QOTPMENT 

The  carrier  owns  and  uses  4  steam  locomotives,  08  freight-train  cars,  and  5 
pa  singer- train  cars. 
116  I.  C.  C. 


Digitized  by  Google 


480  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


ENGINEERING    AND   GENERAL   EXPEN DITUBES 

Engineering  has  been  eatimnted  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per 
cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  con- 
struction has  been  estimated  for  one  half  the  construction  period  of  eight 
months,  plu9  three  months,  at  6  per  cent  per  annum  on  all  road  and  general- 
expenditures  accounts,  except  accounts  2  and  76.  Interest  on  equipment  has 
been  estimated  for  three  months  at  6  per  cent  per  annum. 


Owned  and  uzed 


Acct. 


Cost  of 
repro- 
duction 


Cost  of 
repro- 
duction 
less  de- 


l 

0 

s 

to 
11 

12 
13 
ifl 
16 
17 
26 
27 
87 


51 
S3 


71 
72 
73 
74 
78 
77 
76 


J.  ROAD 


Other  truck  material.. 
Daltast . 


Engineering   $12,937 

Qrnding  I  212,309 

Bridges,  trestles,  and  culverts  I     22  651 

Tie-.       81,456 

Rals  _  _   22,210 

8.098 

6,641 
13,629 
147 
912 
1. 379 
340 
10 
1.427 
2,187 
74 


Track-laying  and  surfacing  

Right-of-way  fences...  

Crossings  and  sign."  

Station  and  office  buildings  

Roadway  building*  

Telegraph  and  telephone  lines . . 

Signals  and  Interlocked  

Roadway  machine;:  

Roadway  small  tools  


Total,  1.  and  3  to  <7,  Inclusive   330,  373 


n.  KQUIPMENT 


Stoam  locomotives.. 
Freigb  -train  cars... 
Passenger-train  cars. 


Total,  51  to  5S  Inclusive  

!U.  GENERAL  EXPENDITURES 


Organisation  expenses  

Oeneral  officers  and  clerks. 

Law,.   

Stationery  and  printing  

Taxes. 


Otber  expenditures,  general.. 
Interest  during  construction. 


Total.  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  Inclusive.. 


$2,937 
207,386 
20, 610 
24, 045 
19. 072 
6,530 
5,313 
10. 767 
74 
7*4 
1,263 
>1« 
8 

1.238 
1,883 
87 


311, 164 


APPENDIX  2 


INTBODUCTOBT 


The  carrier  Is  a  corporation  of  the  State  of  Ohio,  having  Its  corporate  office 
at  Youngstown,  Ohio,  and  its  general  accounting  office  at  Pittsburgh,  Pa.  The 
carrier  is  controlled  by  the  Carnegie  Steel  Company  through  ownership  of  its 
entire  outstanding  capital  stock.    On  the  other  hand,  the  records  do  not  indi- 
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cate  that  this  company,  itself,  controls  any  other  common-carrier  corporations. 
The  property  of  the  carrier  was  operated  by  the  Carnegie  Steel  Company  under 
lease  from  August  1,  1912,  to  October  1,  1910.  Since  that  time  it  has  been  op- 
erated by  the  company's  own  organization. 

CORPORATE  HISTORY 

The  carrier  was  Incorporated  September  25,  1909,  for  the  purpose  of  con- 
structing, owning,  and  operating  a  railroad  from  a  point  In  Weatherford  Town- 
ship, Trumbull  County,  to  Youngstown,  Mahoning  County,  Ohio.  The  date  of 
organization  of  the  carrier  was  September  25,  1909. 

DEVELOPMENT    OP    FIXED    PHYSICAL  PROPERTY 

The  owned  mileage  of  the  carrier,  4.658  miles,  was  acquired  by  construc- 
tion. The  original  road,  2.25  miles,  was  constructed  during  the  period  October 
1,  1909,  to  June  80,  1912,  and  an  extension,  2.408  miles,  was  built  during  the 
period  January  1,  1916,  to  September  80,  1917.  The  records  reviewed  indicate 
that  the  construction  work  was  performed  by  company  forces. 

HISTORY  OF  CORPORATE  F1NAXCINO 

Syndicating,  banking,  and  other  financial  arrangements.— The  records  do  not 
Indicate  that  any  syndicating  arrangements  have  been  made  in  connection 
with  the  issuance  of  the  securities  of  the  carrier. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation  to 
date  of  valuation,  the  carrier  has  issued  stock  and  incurred  long-term  debt,  as 
indicated  by  Its  records,  aggregating  $587,926.03  par  value,  of  which  $582,- 
920.03  is  actually  outstanding.  The  details  are  summarized  In  the  following 
table. 


Class 

Issued 

Retired 

Actually 

outstand- 
ing 

$10,000.00 
677,  1*26.  03 

$io,ooaoo 

572,  92(1.03 

Long-term  debt,  nonncgotiable  debt  to  affiliated  companies,  incurred. 

$5,000 

5S7,  92fi.  03 

6,000 

&82.926.03 

Capital  stock. — The  authorized  capital  stock  of  the  carrier  Is  $10,000  par 
value,  divided  Into  shares  of  $100  par  value  each,  all  of  which  is  classified  as 
common  stock.  The  entire  authorized  amount  was  issued  at  par  for  cash 
and  Is  all  actually  outstanding. 

Nonnegot table  debt  to  affiliated  companies.— The  carrier  has  incurred  non- 
negotiable  debt  to  the  Carnegie  Steel  Company  aggregating  $577,926.03  to 
date  of  valuation,  classified  as  open  accounts,  of  which  $5,000  has  been  repaid, 
leaving  $372,926.03  owing  on  date  of  valuation.  The  consideration  recorded 
as  passed  In  connection  with  the  Incurring  of  this  debt  was  construction  and 
property.   That  given  in  repayment  of  it  in  part  was  cash. 

RESULTS  OP  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  In  the  Income  and  profit 
and  loss  accounts  of  the  carrier,  are  given  below. 
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Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ended  on  December  31,  1918,  and  for  the  period  August  1,  1912,  to  date 
of  valuation,  follows. 


Operating  Income: 

Railway  operating  revenues.. 


Net  revenue  from  railway  operntiorts  

Net  deficit  from  railway  operations  


Year 


I286.617  99 
240, 20. 92 


Railway  tax  accruals. 


RiUIwuy  operatlQR  income.. 
Railway  operating  deficit.. 


32,124.61 


14.2W.46 


Nonoperatng  tDcome: 
Hire  of  equipment 

Income  from  lease  of  road    

Income  from  unfunded  securities  and  accounts. 


Total. 


41ft.  71 


601.71 


Grow  income . 
C)ro£.s  deficit 


14.811.  17 


deductions  from  pross  Income: 


Hire  of  equipment 

Rent  for  leased  roads  

Interest  on  funded  debt  

Miscellaneous  income  chafes . 


133.70 


Total . 


138.  79 


Net  income 
Net  defu-it. . 


14,671.38 


Disposition  of  net  income: 

Income  credit  balance  transferred  to  profit  and  lo?s. 
Income  debit  balance  transferred  to  profit  arnl  lo^. 


14.671.38 


Period 


•aa 


IS,  272.  n 


50,501.85 


69, 804.  47 


15,202.38 
18,  536.  47 
2,363.45 


33.302. 16 


2,400-00 
20,583. 1« 
3S4.91 


65,670.: 


65. 67tt  25 


An  examination  shows  that  under  the  present  classification  of  accounts  an 
Item  of  $18,941.39,  recorded  in  the  proflt-and-loss  account  as  delayed-income 
credits,  would  be  includible  in  the  income  statement  for  the  period,  deductible 
from  railway  tax  accruals.  If  the  income  accounts  were  adjusted  to  the 
extent  indicated  above,  and  if  the  Items  then  contained  therein  were  taken  at 
their  recorded  amounts,  the  debit  balance  transferable  to  profit  and  loss  would 
be  decreased  by  $18,941.39,  or  to  $46,728.86. 

For  the  period  from  October  1,  1916,  when  the  company  began  operating  its 
property,  to  date  of  valuation,  the  aggregate  railway  operating  expenses  have 
been  103.3  per  cent  of  the  railway  operating  revenues.  The  ratios  and  the  net 
railway  operating  income  or  deficit  for  the  three  months  ended  December  31, 
1916,  for  the  years  ended  December  31,  1917  and  1918,  and  for  the  six  months 
ending  on  date  of  valuation,  are  given  in  the  table  below. 


Period 

Ratio 

Income 

150.6 
134. 1 
S3.  8 
98.6 

"$17,454.17 
"53, 3(13.90 
14,069.67 
•11,500.39 

Year  1918.  

Year  1019  (rtx  months)  
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Profit  and  U>»$  statement. — A  condensed  summary  of  the  profit  and  lose  ac- 
counts for  the  period  August  1,  1912,  to  date  of  valuation,  follows: 
Credits,  delayed-income  credits,  railway  tax  accruals  $18, 941. 89 

Debits: 

Net  debit  balance  transferred  from  Income   85, 670. 25 

Surplus  appropriated  for  investment  In  physical  property   88, 692. 58 

•  ■  -  - 

Total    152.362.88 

Debit  balance  as  of  date  of  valuation   133, 421. 44 


Dividend*. — The  records  reviewed  do  not  indicate  that  the  carrier  has  de- 
clared any  dividends. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on  date 
of  valuation  is  stated  in  Its  books  as  $578,495.36,  of  which  the  following  Is  a 
general  analysis: 

For  road  constructed  and  additions  and  betterments 
not  separable: 

Nonnegotiable  debt  to  affiliated  companies,  being 
credit  given  the  Carnegie  Steel  Company  in 

open  account  $340,  733. 79 

Recorded  money  outlay   340.  90 

  $341, 074. 69 

For  equipment  purchased  and  additions  and  better- 
ments, not  separable : 

Nonnegotiable  debt  to  affiliated  companies,  being 
credit  given  the  Carnegie  Steel  Company  in 

open  account   237, 192.  24 

Recorded  money  outlay..   491.63 

  237, 683. 87 


Total  of  above  items   578, 758.  56 

Less  equipment  acquired  through  advances  from  affiliated  com- 
pany, retired  at  original  cost  price.—    325.00 


Net  total  of  above  items   578, 433. 56 

Other  item,  charge,  not  in  accordance  with  present  classification  of 
accounts,  transferable  to  balance  sheet  account,  other  unad- 
justed debts,  freight  charged  on  equipment  not  owned  on  date 
of  valuation   61.  80 

Total  recorded  as  of  date  of  valuation   578, 495. 36 


If  the  "other  item"  set  out  In  the  above  general  analysis  were  eliminated 
and  If  all  the  items  then  contained  therein  were  taken  at  their  recorded 
values,  the  balance  in  the  road  and  equipment  Investment  account  would  be 
reduced  by  $61.80,  or  to  $578,433.56.  This  adjusted  amount  includes  consid- 
erations other  than  cash  recorded  at  $577,601.08,  the  cash  value  of  which  at 
the  time  of  the  transactions  Is  not  known  and  can  not  be  definitely  determined, 
because  it  has  not  been  possible  to  obtain  the  necessary  information.  The 
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balance  in  the  road  and  equipment  investment  account,  If  adjusted  to  the 
above  extent,  so  far  as  it  is  resolvable  into  kinds  of  consideration,  would 
comprise  the  following  classes  of  recorded  outlay:  Nonnegotiable  debt  to  affili- 
ated companies,  recorded  value  $577,601.03,  recorded  money  outlay  $832.53, 
The  above  outlays  include  the  cost  of  certain  lands  classified  herein  as  non- 
carrier  binds.  The  carrier  has  not  charged  to  its  miscellaneous  physical  prop- 
erty accounts  any  amounts  that  represent  these  noncarrier  lands.  The  cost 
of  the  above  lands  at  time  of  dedication  to  public  use,  so  far  as  it  is  indicated* 
by  accounting  records,  is  stated  in  the  paragraphs  devoted  to  cost  of  lands  in 
the  section  on  original  cost  to  date. 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  road  and  equipment,  including  land  owned  by 
the  carrier  and  used  for  common-carrier  purposes,  has  not  been  definitely 
ascertained.  The  data  obtained  on  the  outlay  for  creating  and  improving  such 
property  are  those  found  in  the  road  and  equipment  Investment  account  of  the 
carrier,  summarized  as  follows:  Nonnegotiable  debt  to  affiliated  companies, 
recorded  value  $577,601.03,  recorded  money  outlay  $832.53.  The  above  outlays 
Include  the  cost  of  certain  lands  classified  herein  as  noncarrier  lands.  The 
carrier  has  not  charged  to  the  miscellaneous  physical  property  account  any 
amounts  that  represent  these  noncarrier  lands.  The  cost  of  the  above  lands, 
so  far  as  It  is  indicated  by  accounting  records,  is  stated  in  the  paragraphs  of 
this  section  devoted  to  cost  of  binds. 

Cost  of  lands. — The  carrier  reports  amounts  aggregating  $55,510.18  as  the 
outlays  by  itself  In  connection  with  lands  owned  or  used  by  it,  including  non- 
carrier  lands,  and  that  the  proceeds  from  the  sale  of  parts  of  parcels  of 
such  lands  aggregate  $5,461.58.  The  amounts  reported  by  the  carrier  as  costs 
incurred  by  it  for  the  lands  owned  are  made  up  of  costs  supported  by  account- 
ing records.  These  amounts  and  the  proceeds  from  parts  of  parcels  sold, 
both  classified  according  to  the  classification  herein  of  the  binds  to  which  they 
apply,  are  summarized  as  follows:  * 


Costs  sap- 
ported  by 
accounting 


Lands  classified  as  carrier,  owned  and  used.   $48,  A3\  18 

From  which  should  be  deducted  the  portions,  not  definitely  determinable,  of  the  above 
that  are  assignable  to  parts  of  parcels  sold  for  proceeds  of-   5,  461 .  58 


Lands  classified  m  noacarrler;  owned     |     7,075-  00 

In  addition  to  the  foregoing,  there  has  been  inventoried  to  the  carrier 
one  right  in  private  lands,  for  which  the  costs  were  not  ascertained.  All  of 
the  above  lands  and  right  are  located  in  the  State  of  Ohio. 

Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  102  units  of  equipment  and  10  roadway  machines,  with  costs  aggregating 
$239,706.05.  A  verification  of  the  returns  of  the  carrier  indicates  that  the 
number  of  units  of  roadway  machines  should  be  reduced  by  one.  due  to  a 
motor  and  compensator  being  inventoried  with  a  concrete  mixer  as  one  unit 
After  classifying  the  returns  according  to  the  classification  herein  of  the 
property  to  which  they  apply,  the  returns  are  summarized  as  follows: 
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237,343.18 

MISCELLANEOUS  PHYSICAL  PHOPEBTY 

The  accounts  of  the  carrier  do  not  record  as  such  any  investments  In  miscel- 
laneous physical  property.  However,  certain  lands  owned  by  the  carrier  have 
been  classified  as  noncarrier.  A  summary  of  the  cdfets  of  these  lunds,  as 
reported  by  the  carrier,  is  stated  in  the  paragraphs  devoted  to  cost  of  lands  in 
the  section  on  original  cost  to  date.  The  amount  that  would  be  includible  in 
the  miscellaneous  physical  property  account  to  represent  the  investment  in 
noncarrier  lands  has  not  been  indicated  by  the  records  reviewed. 

AIDS,  GUTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  it  received  no  aids,  gifts,  grants,  or  donations,  and 
none  have  been  found  of  record. 

M  ATEBI AL  AND  SUPPLIES 

The  accounts  of  the  carrier  do  not  record  as  such  any  Investment  in  material 
and  supplies. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  as  follows: 

ASS UTS 

Investment,  investment  In  road  and  equipment  $578, 495. 36 

Current  assets: 

Cash   28, 272. 28 

Miscellaneous  accounts  receivable   84,856.56 

Total   57,  628.  84 

Deferred  assets,  insurance  and  other  funds   188.62 

Unadjusted  debits: 

Rent  and  insurance  premiums  paid  in  advance   90.  08 

Other  unadjusted  debits   260. 81 

Total  ~  350.39 

Grand  total   636,663.21 
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LIABILITIES 

Stock,  capital  stock   110,000.00 

Long-term  debt,  nonnegotiable  debt  to  affiliated  companies,  open 

account   572, 928. 03 

Current  liabilities,  audited  accounts  and  wages  payable   70, 382. 01 

Unadjusted  credits: 

Tax  liability   8,054.01 

Insurance  and  casualty  reserves  -  -   188.82 

Accrued  depreciation,  equipment   20,031.40 

Total   30,074.03 

Corporate  surplus: 

Additions  to  property  through  Income  and  surplus   86, 692. 58 

Profit  and  loss,  debit  Balance   138, 421. 44 

Net  corporate  deficit     46,728.86 

Grand  total     630,  003. 21 

APPENDIX  8 


ANALYSIS  OF  METHODS  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  Is  understood  to  Include,  possibly,  three  parts :  First,  the 
investment  In  a  stock  of  material  and  supplies;  second,  the  cash  necessary,  if 
any,  to  pay  such  outlays  incurred  In  connection  with  common-carrier  service 
as  may  fall  due  prior  to  the  time  when  the  cash  received  in  connection  with 
that  service  is  available ;  and,  third,  a  buffer  fund  of  cash  constantly  on  hand 
to  cover  amply  any  recurrent  and  fluctuating  deficiencies  in  the  inflow  of  cash 
applicable  to  payments  falling  due. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  In  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return  on 
the  property. 

Material  and  supplies  — The  investment  in  a  stock  of  material  and  supplies 
reasonably  held  for  common-carrier  operations  is  determined  on  the  basis  of  the 
carrier's  actual  stock  from  month  to  month  during  a  period  usually  of  five 
years  preceding  date  of  valuation.  This  recorded  amount  is  corrected  to  allow 
for  any  scrap  or  obsolete  material  included  in  the  stock ;  to  allow  for  any  part 
of  it  that  was  drawn  upon  for  additions  and  betterments  rather  than  for 
repairs,  maintenance,  and  the  supplying  of  operating  requirements;  and  to 
allow  for  any  abrupt  variations  in  the  stock  due  to  special  conditions.  The 
percentage  that  this  average  amount  bears  to  the  average  annual  operating 
expenses  for  the  five  years  is  then  applied  to  the  annual  rate  of  operating  ex- 
penses on  date  of  valuation,  determined  according  to  the  trend  of  such  expenses 
during  the  five-year  period.  The  result  is  taken  as  the  basis  for  a  finding  of 
the  reasonable  stock  of  material  and  supplies  for  common-carrier  service  as  of 
date  of  valuation  based  on  the  carrier's  actual  experience  for  five  years  pre- 
ceding that  date. 

6 ash  on  hand. — The  cash  on  hand,  even  the  average  of  the  monthly  balances 
over  a  period  of  time,  is  not  at  all  indicative  of  the  amount  of  cash  working 
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capital  used,  for  several  reasons.  It  is  the  reservoir  into  which  flows  the 
cash  received  from  all  sources  and  from  which  Is  first  drawn  the  cash  paid  for 
all  purposes.  As  a  consequence,  the  cash  on  hand  is  frequently  far  ont  of 
proportion  to  any  reasonable  requirements  for  common-carrier  service  alone. 
Again,  the  material  and  supplies  on  hand  usually  include  some  currently  pur- 
chased but  not  yet  paid  for  and  the  road  and  equipment  usually  include  units 
or  structures  currently  placed  in  operation  but  not  yet  fully  paid  for.  In  both 
cases  part  of  the  cash  on  hand  Is  imminently  required  to  meet  these  payments. 
Since  all  such  property  is  part  of  that  used  for  common-carrier  service  on  any 
date  selected,  if  the  cash  on  hand  be  all  taken  as  working  cash  capital  there 
will  be  a  duplication  in  the  final  value  to  the  extent  of  the  unpaid  costs  of 
material  and  supplies  and  of  additions  and  betterments  or  new  construction. 
Another  defect  is  that  the  amount  of  cash  on  any  selected  date,  or  the  average 
monthly  balance  over  any  period,  is  not  representative  of  the  average  cash 
on  hand  all  the  time,  because  the  amount  of  cash  fluctuates  from  day  to  day 
on  account  of  the  unmatched  variations  in  the  receipts  and  payments  from 
day  to  day.  This  is  a  characteristic  of  the  cash  on  band  not  found  to  the 
same  disturbing  extent  in  the  stock  of  material  and  supplies.  Finally,  and 
most  important,  even  if  all  the  above  defects  could  be  remedied,  the  amount 
of  cash  on  hand  may  not  be  taken  as  working  capital  until  it  is  shown  that 
it  represents  cash  invested  by  the  corporation  and  not  an  accumulation  of 
cash  received  from  service  in  advance  of  the  payment  of  the  charges  against 
that  service.  If  it  represents  the  Utter,  then,  to  Include  it  in  a  final  value  of 
property  entitled  to  a  return  is  to  grant  a  return  upon  the  public's  payments 
tor  the  services,  which  would  be  compounding  the  return  on  the  property 
actually  devoted  by  the  carrier  to  public  use.  On  the  other  hand,  in  the  case 
of  carriers  whose  payments  fall  due,  on  the  average,  before  the  receipt  of  all 
the  cash  applicable  to  their  payment,  there  will  have  to  be  provided  and  con- 
stantly paid  out  toward  such  expenses  a  varying  amount  of  money  that  is 
never  returned  to  the  treasury.  In  addition  to  that  expended  cash,  a  further 
rum  has  to  be  provided  in  order  to  have  on  hand  the  necessary  fund  to  cover 
variations  in  the  demand  for  cash  and  provide  a  safe  working  reserve.  The 
total  investment  of  cash  for  both  these  purposes  may  exceed  the  amount  of 
cash  usually  on  hand,  even  for  all  corporate  purposes.  In  such  a  case,  the 
cash  on  hand  clearly  does  not  indicate  all  the  cash  working  capital  used. 

For  these  reasons,  the  cash  on  hand  is  rejected  as  not  being  reliable  evidence 
of  the  cash  inve«.;.ient  for  working  capital  used  in  rendering  common-carrier 
service. 

Cos*  to  pay  expenses  in  advance  of  the  receipt  of  revenue. — Whenever  the 
cash  received  in  connection  with  service  performed  in  any  particular  period 
lags  behind  the  outlays  incurred  in  connection  with  the  service  within  that 
particular  period  and  taxes,  the  amount  of  cash  working  capital  of  this  sort 
needed  for  operating  purposes  is  the  amount  by  which  the  outlays  and  taxes 
falling  due  exceed  that  currently  received  portion  of  the  accrued  cash  receipts 
which  is  applicable  to  all  such  payments  to  be  made,  which  has  been  collected, 
has  reached  the  treasury,  and  has  become  available  for  paying  bills. 

In  order  to  make  this  comparison  between  the  due  dates  for  such  payments 
and  the  time  when  the  cash  applicable  to  the  payments  is  received,  there  has 
been  ascertained  from  the  carrier's  accounts  and  operating  statistics  for  a 
period  usually  of  three  years  preceding  date  of  valuation,  on  the  one  hand, 
the  amount  of  cash  received  from  various  sources  In  connection  with  Its 
common-carrier  service  and  the  elapsed  time  from  the  beginning  of  each 
clasa  of  such  service  to  the  receipt  of  the  cash  in  the  treasury.   The  sources 
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of  cash  Inquired  into  include  ordinarily  prepaid  charges  on  freight  forwarded, 
charges  and  advances  collected  on  freight  received,  both  local  and  interline, 
interline  balances  receivable  on  freight  forwarded  collect  or  freight  carried 
intermediately  between  forwarding  and  delivering  lines,  the  sale  of  passenger 
tickets,  both  local  and  interline,  interline  balances  receivable  on  interline  pas- 
senger tickets  issued  by  foreign  lines,  and  other  forms  of  passenger  transpor- 
tation. If,  In  any  particular  case,  other  sources  of  receipts  in  connection  with 
common-carrier  service  are  relatively  important,  those  also  are  included.  In 
the  case  of  switching  and  terminal  companies,  the  sources  of  cash  receipts 
vary  according  to  the  operating  arrangements  of  the  respective  companies. 
In  each  case,  the  sources  peculiar  to  the  carrier  under  consideration  are  ex- 
amined. From  these  data  there  Is  computed  the  weighted-average  elapsed 
time  from  the  beginning  of  the  various  common-carrier  services  to  the  dates 
when  the  cash  received  in  connection  with  such  services  comes  to  hand  and  Is 
available  to  meet  payments. 

On  the  other  hand,  there  has  been  ascertained  for  the  same  period  the 
amount  of  cash  paid  out  for  various  purposes  in  connection  with  common- 
carrier  service  and  taxes  and  the  elapsed  time  from  the  beginning  of  each 
class  of  such  service  until  the  payments  fall  due.  The  purpose  of  payments 
inquired  Into  are  ordinarily  those  for  purchases  of  material  and  supplies 
for  current  use  in  operations  or  for  replenishing  the  stock  of  material  and 
supplies,  the  payment  of  wages  and  salaries,  the  payment  of  advances  on 
freight  forwarded,  the  settlement  of  Interline  balances  payable,  and  the 
payment  of  taxes.  If  In  any  particular  case,  other  disbursements  in  connec- 
tion with  common-carrier  services  are  relatively  Important,  these  also  are 
included.  In  the  case  of  switching  and  terminal  companies,  the  purposes  for 
which  payments  are  made  vary  according  to  the  operating  arrangements  of 
the  resjiective  companies.  In  each  case,  the  purposes  peculiar  to  the  carrier 
under  consideration  are  examined.  From  these  data  there  is  computed  the 
weighted-average  elapsed  time  from  the  beginning  of  the  various  common- 
carrier  services  to  the  dates  when  the  payments  are  made. 

Next,  comparing  the  average  delay  in  the  receipt  in  hand  of  all  cash  and 
the  average  delay  in  the  making  of  all  payments,  there  is  disclosed  whether  the 
cash  was  received  in  hand,  on  the  average,  ahead  of  the  maturity  of  payments 
to  be  made,  or  whether  payments  had  to  be  made  for  a  period  before  the 
cash  receipts  reached  their  full  current  volume.  In  either  case  it  shows,  fur- 
ther, the  number  of  days  by  which  cash  receipts  anticipated  the  due  dates  of 
payments  or  lagged  behind  them.  This  number  of  days  multiplied  by  the 
average  daily  amount  paid  gives  for  the  three-year  period,  in  the  one  case, 
the  average  amount  of  cash  received  applicable  to  payments  that  was  In  excess 
of  the  payments  made,  or,  in  the  other  case,  the  average  amount  of  cash 
that  had  to  be  obtained  from  some  source  other  than  receipts  to  pay  expenses 
until  cash  receipts  came  to  hand  in  sufficient  volume.  In  the  one  case  it  Is 
the  average  daily  surplus  of  current  receipts  applicable  to  these  payments  over 
the  amount  of  such  payments  currently  falling  due.  In  the  other  case  it  is 
the  average  amount  of  cash  supplied  from  other  sources  and  spent;  it  Is  no 
part  of  cash  on  hand. 

It  should  be  noted,  that,  by  applying  this  difference  In  delay  to  the  average 
dally  payments,  Instead  of  to  the  average  dally  gross  receipts,  the  result  i> 
Independent  of  any  current  collections  that  are  properly  reservable  for  Interest, 
dividends,  additions  and  betterments,  or  other  corporate  purposes  than  the 
rendering  of  common-carrier  service.  It  represents  solely  the  relation  between 
the  payment  of  cash  outlays  arising  In  the  performance  of  common-carrier 

116I.O.  a 


Digitized  by  Google 


YOUNGSTOWN  ft  NORTHERN  R.  R.  CO, 


489 


service  and  In  taxes  and  so  much  of  the  current  receipts  as  may  properly  be 
assignable  to  those  payments. 

Buffer  fund. — The  third  possible  element  of  working  capital,  namely,  the 
buffer  fund  of  cash  on  hand,  Is  determined  from  a  consideration  of  the  maxi- 
mum monthly  deficit,  If  there  be  any  deficit  at  all,  or  of  the  monthly  minimum 
surplus.  If  there  be  no  deficit,  in  the  cumulated  receipts  applicable  to  pay- 
ments. This  maximum  deficit,  or  minimum  surplus,  as  the  case  may  be,  Is 
found  by  comparing  day  by  day  the  cumulated  da  ly  receipts  with  the  cumu- 
lated dally  payments  during  the  average  month's  experience,  and  noting 
on  what  day  of  such  month  the  deficiency,  if  any,  was  greatest,  or  the  sur- 
plus was  least  This  result  Indicates  by  how  much,  on  the  day  indicated, 
the  receipts  in  hand  bad  to  be  supplemented  by  cash  from  some  other  source  in 
order  to  meet  all  payments  on  such  day  and  still  have  a  safe  buffer  fund  of 
reserve  cash  on  hand.  This  amount  of  invested  cash  may  never  be  all  paid 
out,  and  at  certain  times  of  the  month  may  be  all  on  band.  But  whatever  part 
is  not  paid  out  must  be  kept  on  hand  to  cover  the  peak  requirements  each 
month  with  an  adequate  margin  of  safety. 

Summary  of  cash  working  capital. — When  the  payments  made  exceed,  on 
the  whole,  the  receipts  applicable  to  the  payments,  the  average  excess  deter- 
mined in  the  above  manner  measures  the  average  amount  of  cash  working 
capital  paid  out  The  maximum  deficit  during  the  average  month  Is  the 
average  of  the  maximum  amounts  of  cash  working  capital  paid  out  some 
time  each  month  and  includes,  of  course,  the  average  amount  paid  out,  just 
referred  to.  Whether  the  receipts  in  hand  anticipate  or  lag  behind  the  pay- 
ments to  be  met,  the  maximum  deficit  determined  as  above,  if  there  be  any 
at  all,  measures  the  average  amount  of  cash  working  capital  actually  used 
from  month  to  month  to  supplement  current  receipts  in  hand  in  meeting  the 
peak  requirements  for  current  payments.  If  there  is  no  deficit  In  receipts  on 
any  day  of  the  month,  then  no  cash  working  capital  is  used  at  all  to  supplement- 
receipts  in  meeting  payments,  although  an  investment  in  cash  working  capital 
may  be  used  to  maintain  a  sufficiently  protective  buffer  fund  at  all  times. 

A  deficit  or  minimum  surplus,  thus  found,  represents  actual  experience  prior 
to  date  of  valuation.  If  the  traffic  handled  during  the  period  shows  a  general 
increase,  as  is  usual,  or  a  general  decrease,  these  results  will  not  be  repre- 
sentative of  the  carrier's  experience  as  of  date  of  valuation.  The  volume  of 
business  for  the  single  year  preceding  date  of  valuation  may  be  high  or  low 
because  of  temporary  influences.  In  order  to  secure  in  the  result  representa- 
tion of  the  general  increase,  or  decrease,  the  percentage  that  the  investment 
of  cash  made  to  preserve  a  safe  buffer  fund,  found  as  above,  is  of  the  average 
annual  operating  outlays  and  taxes  during  the  three  years  is  first  computed. 
Then  the  annual  rate  of  such  payments  as  of  date  of  valuation  is  determined 
according  to  the  trend  of  actual  yearly  payments  during  a  period,  usually  five 
years,  preceding  date  of  valuation.  The  percentage  first  found  is  then  applied 
to  this  annual  rate  and  the  result  is  token  to  represent  the  Investment  of  cash 
working  capital  for  a  volume  of  business  as  of  date  of  valuation  indicated 
by  the  trend  of  actual  experience  for  the  period  prior  to  date  of  valuation. 

The  actual  cash  working  capital  employed  must  as  Indicated  above,  include 
enough  to  assure  a  safe  margin  of  cash  on  hand  to  take  care  of  variations  In 
the  relation  between  cumulated  receipts  and  cumulated  payments,  as  com- 
puted, In  which  such  variations  are  leveled  off  over  a  long  period  of  time. 
However,  with  the  large  number  of  dally  transactions,  running,  in  the  case 
of  any  but  the  smaller  carriers,  to  many  thousands,  the  variations  in  individual 
transactions  each  day  largely  offset  each  other;  and  in  view  of  the  degree  of 
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regularity  usually  found  in  the  relative  receipts  from  various  sources  and 
relative  payments  for  various  purposes  and  in  the  frequency  and  time  of  the 
month  observed  by  the  monthly  cycle  of  receipts  and  payments,  the  comparative 
delay  in  the  receipts  and  payments  of  cash  up  to  any  time  of  the  month  can 
not  diverge  from  month  to  month  very  greatly  from  the  average  for  that  time 
of  the  month  over  a  longer  period. 

With  respect  to  the  fluctuations  from  month  to  month  in  the  sufficiency  of 
receipts  due  to  seasonal  or  casual  influences  on  traffic  or  expenses,  a  distinc- 
tion is  made  between  those  arising  in  connection  with  divergencies  in  the 
comparative  delay  in  receipts  and  payments  and  those  springing  from  deficiency 
in  the  earnings  from  traffic  or  from  extraordinary  expenses.  The  former  are 
covered  by  the  remarks  in  the  preceding  paragraph.  As  to  the  latter,  what- 
ever deficiencies  may  occur  at  certain  times  of  the  year  should  be  cared  for 
by  a  surplus  created  out  of  operating  income,  analagous  to  that  provided  for 
in  section  15a  of  the  interstate  commerce  act  If  the  operating  income  is  in- 
adequate to  provide  such  a  reserve,  the  fault  lies  either  in  insufficient  traffic 
or  insufficient  rates.  In  either  case,  the  remedy  lies  elsewhere  than  in  a  fund 
of  cash,  to  be  added  to  the  value  of  the  carrier  property  and  thereby  charged, 
for  its  support,  against  the  users  of  the  service. 

Conclusion.— By  considering  whatever  amounts  are  disclosed  as  used  for 
common-carrier  operations  in  the  form  of  each  of  the  three  possible  factors  in 
working  capital,  the  total  working  capital  employed  is  found.  The  carrier  has 
no  recorded  investment  in  material  and  supplies. 

The  total  operating  expenses  of  the  company  are  paid  in  the  first  instance 
by  the  Carnegie  Steel  Company,  the  amount  of  which  is  subsequently  reim- 
bursed that  company  on  the  average  from  74  to  171  days  after  the  close  of 
the  month  in  which  the  expenditures  were  made.  The  cash  receipts  from 
the  common-carrier  service  performed  reach  the  treasury  on  the  average  from 
-17  to  30  days  after  the  close  of  the  month  in  which  they  accrue.  Comparing 
the  delay  in  receipts  with  the  delay  in  payments  it  is  found  that  the  cash 
receipts  from  common-carrier  service  reach  the  treasury  on  the  average  from 
67  to  141  days  in  advance  of  the  payments  for  the  same  service  performed. 
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Valuation  Docket  No.  248 
WASHINGTON  WESTERN  RAILWAY  COMPANY 


Submitted  April  14,  1923.    Decided  October  29,  1926 


Pinal  Talue  for  rate-making  purposes  of  the  property  of  the  Washington  Western 
Railway  Company,  owned  and  used  for  common-carrier  purposes,  found 
to  be  1164.410,  as  of  June  30,  1917. 

Report  of  the  Commission 
Division  1,  Commissioners  Meter,  Attchison,  and  Lewis 
Bt  Division  1 : 

The  Washington  Western  Railway  Company,  hereinafter  called 
the  carrier,  is  a  corporation  of  the  State  of  Washington,  controlled 
by  the  Three  Lakes  Lumber  Company.  It  owns  and  operates  a 
single-track,  standard-gauge  steam  railroad  extending  from  Machias, 
Wash.,  to  Woodruff,  Wash.,  a  distance  of  11.208  miles.  It  also  owns 
0.995  mile  of  yard  tracks  and  sidings. 

By  our  order  of  May  15, 1922,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation  as  of  June  30, 1917,  of  the  property  of 
the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law. 

The  carrier  filed  a  protest  against  the  tentative  valuation  within 
the  statutory  period.  The  proceeding  was  assigned  for  hearing  and 
due  notice  given.  Subsequently  the  carrier  notified  us  that  it  would 
not  enter  an  appearance  at  the  hearing.  The  hearing  was  therefore 
canceled  and  the  case  submitted. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to 
later  dates,  in  accordance  with  the  requirements  of  the  valuation  act, 
the  final  value  herein  reported. 

The  estimates  of  original  and  present  cost  of  condemnation  and 
damages  or  purchase  of  .lands  in  excess  of  such  original  cost  or 
present  value  contained  in  the  tentative  report  will  be  omitted  from 
the  order  now  to  be  entered,  for  the  reason  that  the  valuation  act  has 
been  so  amended  as  no  longer  to  require  us  to  report  this  information. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  October  £9, 1926 

It  appearing ,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commis- 
sion under  and  in  compliance  with  the  authority  conferred  and 
the  duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce 
act,  was  duly  given  to  said  carrier  and  to  the  Attorney  General  of 
the  United  States,  the  Governor  of  Washington,  and  the  Depart- 
ment of  Public  Works  of  Washington,  and  that  protest  against  said 
tentative  valuation  was  filed  with  the  commission  by  said  carrier 
within  the  30-day  period  specified  in  paragraph  (h)  of  said  section 
19a; 

It  further  appearing,  That  hearing  on  said  protest  was  set  for 
April  26, 1923,  and  that  due  notice  thereof  was  given  said  carrier  and 
the  other  parties  above  named ; 

And  it  further  appearing,  That  the  carrier  informed  us  that  it 
would  not  enter  an  appearance  at  the  hearing,  and  that  said  hearing 
was  canceled,  and  that  the  matter  was  thereupon  taken  under  advise- 
ment by  the  commission ;  upon  consideration  thereof : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Washington  Western 
Railway  Company,  as  of  June  30,  1917: 

Location  and  general  description  of  property. — The  railroad  of 
Washington  Western  Railway  Company,  hereinafter  called  the  car- 
rier, is  a  single-track  standard-gauge  steam  railroad,  located  entirely 
within  the  State  of  Washington,  and  extending  from  Machias  to 
Woodruff,  a  distance  of  11.208  miles.  The  carrier  also  owns  yard 
and  side  tracks  aggregating  0.995  mile.  Its  road  thus  embraces 
12.203  miles  of  all  tracks  owned,  in  addition  to  which  it  has  track- 
age rights  at  Machias  over  approximately  0.5  mile  of  track  of  the 
Northern  Pacific  Railway  Company. 

Jointly  used  property. — The  carrier  has  no  jointly  owned  and 
used  property.  It  pays  an  annual  rental  of  3  per  cent  on  a  valuation 
of  $4,484.95  for  the  use  of  the  tracks  of  the  Northern  Pacific  Rail- 
way Company,  above  referred  to.  The  Three  Lakes  Lumber  Com- 
pany, uses  the  tracks  of  the  carrier  for  a  distance  of  approximately 
0.75  mile  between  Harnett  and  Three  Lakes  Junction,  for  the  pur- 
pose of  moving  logging  trains  to  the  mill  property,  located  at  Three 
Lakes,  at  a  compensation  to  the  carrier  based  on  tariff  rates. 

Traffic  connections. — The  carrier  connects  with  the  line  of  the 
Northern  Pacific  Railway  Company  at  Machias,  by  means  of  the 
trackage  rights  above  described;  and  with  the  lines  of  the  Chicago, 
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Milwaukee  &  St.  Paul  Railway  Company  and  the  Great  Northern 
Railway  Company  at  Woodruff. 

Physical  conditions  affecting  construction.— The  country  traversed 
is  a  portion  of  the  area  drained  by  the  Pilchuck  and  Snohomish 
Rivers  where  the  topography  is  quite  broken.  At  the  time  of  con- 
struction of  the  railroad  it  was  covered  with  timber,  a  portion  of 
which  has  not  been  removed.  The  climate  is  typical  of  the  Puget 
Sound  district,  dry  and  warm  in  summer,  with  heavy  rainfalls  in 
winter. 

Economic  conditions  relating  to  traffic. — At  Three  Lakes,  a  station 
on  the  carrier's  line,  the  Three  Lakes  Lumber  Company  operates  a 
large  sawmill  and  furnishes  the  greater  part  of  the  traffic  handled 
by  the  carrier. 

Corporate  history  and  development  of  fixed  physical  property. — 
The  carrier  was  incorporated  on  May  7, 1912,  under  the  general  laws 
of  Washington.  Its  principal  office  is  located  at  Three  Lakes.  The 
carrier,  immediately  after  organization,  purchased  from  the  Three 
Lakes  Lumber  Company  a  logging  railroad,  comprised  of  two  discon- 
nected sections  of  road  which  extended  from  Machias  to  Three  Lakes 
and  from  Three  Lakes  Junction  to  Woodruff,  together  with  certain 
units  of  equipment  and  land  for  right-of-way  purposes  between 
Three  Lakes  and  Three  Lakes  Junction.  The  property  purchased 
aggregated  about  11  miles  of  road.  In  1912,  the  carrier  connected 
the  two  sections  of  road  above  referred  to,  by  constructing  with  its 
own  forces  about  0.5  mile  of  road  on  the  right  of  way  acquired 
between  Three  Lakes  and  Three  Lakes  Junction. 

History  of  corporate  financing,  capital  stock,  and  long-term  debt. — 
The  carrier  is  controlled  by  the  Three  Lakes  Lumber  Company 
through  ownership  of  a  majority  of  the  outstanding  capital  stock. 
To  date  of  valuation  the  carrier  issued  $250,000  par  value  of  capital 
stock,  all  of  which  is  outstanding  and  which  comprises  its  entire 
capitalization.  The  stock  was  issued  for  the  following  considerations : 


Consideration* 

Recorded 
value 

Par  value 

Cash 

S600 
239,500 

10,000 
290,000 

IfiOO 
239,500 

10,000 
260,000 

Charged  to  the  Three  Lakes  Lumber  Company  as  the  initial  entry  In  an  open 
account.  Through  this  open  account  wer?  olcnrr d  ctvh  advances  later  received 
by  the  carrier  from  the  Three  Lakes  Lumber  Company  and  other  transactions. 
It  Is  not  possible  to  definitely  state  the  consideration*  received  for  this  stock. 
On  the  date  of  valuation  the  balance  In  the  open  account  was  In  favor  of  the 
carrier,  and  was  classified  by  the  carrier  as  miscellaneous  accounts  receivable. . 

Total  
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Gross  and  net  earnings  of  the  carrier. — The  result  of  the  corporate 
operations  of  the  carrier  for  the  period  from  August  9,  1912,  to 
date  of  valuation  may  be  summarized  as  follows: 


Gross  earnings  (railway  operating  revenues)  $163,576.59 

Operating  expenses  (railway  operating  expenses)   122,  767. 30 


Resulting  In  net  earnings  (net  revenue  from  railway  opera- 
tions) of     40,800.29 

During  the  same  period  taxes  assessed  (railway  tax  accruals) 

amounted  to   6,718.81 


Resulting  In  income  from  railway  operations  (railway  op- 
erating income)  of   34, 090.  98 

In  addition  to  this  there  was  Income  from  nonoperating  sources 

(nonoperating  income)  of   11.00 


Resulting  In  gross  income  for  the  period  (gross  income)  of.     34, 101. 98 
During  this  period  rents  and  hire  of  equipment  (chargeable  to 
deductions  from  gross  income)  amounted  to   1, 061. 57 


Resulting  In  amount  available  for  payment  of  interest  and 
dividends  and  for  other  corporate  purposes  (chargeable 
to  deductions  from  gross  income  and  to  disposition  of 
net  income)  of   33.  040. 41 


The  income  statement  of  the  carrier  for  the  year  ended  with  date 
of  valuation  and  for  the  period  from  August  9,  1912,  to  date  of 
valuation,  is  recorded  by  it  as  follows : 


Year 

renoo 

Operating  Income: 

$37,194.52 

22.  39tt  81 

$163,576.60 
122,767.30 

• 

Net  revenue  from  railway  operations  

14,733.  71 
1,300.00 

40,809.29 

6, 71&  31 

13, 433.  71 

34.090.1* 

11.00 

13,433.  71 

84, 101.  W 

Deductions  from  gross  Income: 

Rent  for  leased  roads  

38.26 
161.42 

675.16 
161-43 
224.00 
5.46 

1W.67 

1.067.03 

13.  234.04 

33,034.06 

Disposition  of  net  Income,  income  credit  balance  transferred  to  profit  and  loss... 

13.234.04 

33.034.06 

The  profit  and  loss  account  of  the  carrier  to  date  of  valuation  is  as 
follows: 
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Credits: 

Net  credit  balance  transferred  from  Income  $33, 034. 96 

Miscellaneous  credits,  adjustment  or  cancellation  of  balance 
sheet  accounts   20.80 


Total   33,064.46 

Debits,  dividend  appropriations  of  surplus   12, 500. 00 


Credit  balance  on  date  of  valuatipn   20, 564.  46 

During  the  year  1916  the  carrier  declared  dividends  of  5  per  cent, 
aggregating  $12,600,  paid  in  cash.  These  were  the  only  dividends 
declared  to  date  of  valuation. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
carrier,  as  showing  its  financial  condition  on  date  of  valuation, 
f  ollow8 : 


Investments,  Investment  in  road  and  equipment  $269,  860.  93 

Current  assets: 

Cash  $4, 283. 97 

Traffic  and  car-service  balances  receivable   15. 97 

Net  balance  receivable  from  agents  and  conductors.      132. 48 

Miscellaneous  accounts  receivable   5, 167. 21 

Material  and  supplies   126.40 

  9,  726.  03 

Unadjusted  debits,  rents  and  Insurance  premiums  paid  in  advance.  50. 00 

Grand  total     279,636.96 

LIABILITIES 

Stock,  capital  stock  $250,000.00 

Current  liabilities: 

Traffic  and  car-service  balances  payable   $448. 88 

Miscellaneous  accounts  payable   113.50 


Total   562. 38 

Unadjusted  credits: 

Tax  liability   681. 88 

Insurance  and  casualty  reserves   669.  26 

Accrued  depreciation,  equipment  7, 158. 98 


Total   8, 510. 12 

Corporate  surplus,  profit  and  loss,  credit  balance   20, 564. 46 

Grand  total   279,636.96 

Investment  in  road  and  equipment.— The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the 
books  of  the  carrier  to  be  $269,860.93,  of  which  $239,500  represents 
outlay  in  capital  stock  at  par,  paid  for  the  property  acquired  from 
the  Three  Lakes  Lumber  Company,  the  value  of  which  at  the  time 
of  entry  can  not  be  determined,  and  $30,360.93  represents  recorded 
money  outlay  not  separable  between  construction  and  additions  and 
b  >tterments. 
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Original  cost  to  date.— The  original  cost,  to  date  of  valuation,  of 
the  road  and  equipment  owned  by  the  carrier  and  used  for  common- 
carrier  purposes  can  not  be  ascertained.  Practically  all  of  the  road 
owned  by  the  carrier  on  date  of  valuation  was  purchased  from  the 
Three  Lakes  Lumber  Company.  The  records  of  the  cost  of  con- 
structing the  road  purchased  were  not  obtained.  The  obtainable 
data  on  the  outlay  for  creating  the  property  built  by  the  carrier  and 
for  improving  all  of  the  property,  including  that  purchased  from  the 
Three  Lakes  Lumber  Company,  may  be  summarized  as  recorded 
money  outlay  in  the  amount  of  $30,360.93.  The  carrier  returned 
costs  supported  by  accounting  records  of  $354  for  four  units  of 
roadway  machines  and  of  $9,244.11  for  six  units  of  equipment  on 
hand  on  date  of  valuation.  The  latter  amount  is  composed  of 
$8,000  for  two  units  of  steam  locomotives  and  $1,344.11  for  four 
units  of  freight-train  cars. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  and  used  by  the  carriers,  are  $185,982  and  $153,240,  respec- 
tively. These  amounts  are  classified,  in  conformity  with  the  classi- 
fication of  expenditures  for  road  and  equipment  as  prescribed  by 
us,  as  follows : 

SUMMARY 

Wholly  otcned  and  used 


l 

3 
fl 
8 
9 

10 
11 
12 
13 
18 
16 
17 
19 
30 
26 
35 
37 


61 
63 


I.  Road 


Engineering  

Grading  

Bridges,  treaties,  and  culverts. 

Ties  

Rails  

Ot  her  track  material  

Ballast  

Tracklaying  and  surfacing  

Right  of-way  fences  

Crossings  and  signs  

Station  and  office  buildings  

Roadway  buildings  

Fuel  stations  

Shops  and  engine  houses  

Telegraph  and  telephone  lines. 
Miscellaneous  struct! 
Roadwuy  machines. 


Total,  1,  and  3  to  17.  inclusive. 


II.  EQUIPMENT 


Steam  loco  motives... 
Freight-train  cars  


Total,  61  to  68,  Inclusive. 


Cost  of 
reproduc- 
tion new 


— 


$«,203 
48.  887 
24. 152 
14.854 

2S.  (m 

8,006 
2.  849 
17.  270 

610 
5,340 
522 
204 
378 
2,5€0 
129 
4  A 
332 


Cost  of  re- 
production 
less  dopiv»- 

dation 


lfil.#4 


13.  MO 

1,906 


15,499 


$5203 
4*  539 

17.  mo 

7.4M 
24. 

5.W 
175$ 

tt3S 

354 
4,  Ml 
494 
184 
330 
1, 90S 
110 
171 


133,153 
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Wholly  atoned  and  used—  Continued 


m.  GENERAL  IXPKNDfTt'RKS 


71  Organization  expenses.  _ 

72  I  Qeneral  officers  and  i  " 

73  Law  

74  i  Stationery  and  printing  

74  Taxes  

77  Other  expenditures,  general. 
78 


Coat  of 
reproduc- 
tion new 


Interest  during  construction  ». 

Total,  71  to  77,  inclusive  

Grand  total,  1.  and  3  to  77,  inclusive. 


13.419 
0,780 


Cost  of  r&- 

f>roduction 
ess  dopre- 


11,907 
5,594 


9,199 


1H5.982 


7,  J 


153,: 


.  In  arriving  at  the  reproduction  costs  above  stated,  engineering  is 
estimated  at  4  per  cent  on  road  accounts  3  to  47,  inclusive;  general 
expenditures,  except  interest,  at  1.5  per  cent  on  road  accounts  1 
to  47,  except  account  2,  Land;  and  interest  during  construction  at 
6  per  cent  per  annum  for  one-half  the  construction  period  of  nine 
months,  plus  three  months,  on  road  accounts  1  to  47,  except  account 
2,  Land,  and  general-expenditures  accounts  71  to  77,  except  account 
76,  Interest;  and  at  the  same  rate  per  annum  for  three  months  on 
equipment  accounts  51  to  58,  inclusive. 

Cost  of  land*,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  area  and  present  value 
of  lands  owned  by  the  carrier  and  used  for  common-carrier  purposes 
are  found  to  be  91.94  acres  and  $3,217.90,  respectively. 

The  original  cost  of  lands  owned  and  used  by  the  carrier  for 
common-carrier  purposes  can  not  be  ascertained. 

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  carrier  does  not  appear  to  own  property  held  for  purposes  other 
than  those  of  a  common  carrier. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
reported  that  it  had  received  no  aids,  gifts,  grants,  or  donations, 
and  none  were  found  of  record. 

Materials  and  supplies— As  appears  in  the  general  balance  sheet, 
the  value  of  materials  and  supplies  on  hand  on  date  of  valuation 
is  shown  by  the  carrier's  records  to  have  been  $126.40. 

Final  value. — After  careful  consideration  of  all  the  facts  con- 
tained herein,  including  appreciation,  depreciation,  going-concern 
value,  and  all  other  matters  which  appear  to  have  a  bearing  upon 
the  value  here  reported,  the  value,  for  rate-making  purposes,  of 
the  property  of  the  carrier  owned  and  used  for  common-carrier 
purposes  is  found  to  be  $164,410.   There  is  included  in  the  value 
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above  stated  the  sum  of  $4,410,  on  account  of  working  capital,  includ- 
ing materials  and  supplies. 

Appendices. — Reference  is  made  to  Appendix  3  of  the  report  in 
Texas  Midland  RaUroad,  75  I.  C.  C.  1,  108,  which  is  hereby  made  a 
part  hereof,  for  a  statement  of  the  methods  employed  and  of  the 
reasons  for  the  differences  between  the  various  cost  values  reported. 

The  engineering,  land,  and  accounting  reports,  copies  of  which 
have  been  furnished  to  interested  parties,  give  the  details  respecting 
the  figures  here  reported,  and  are  on  file  in  the  Bureau  of  Valuation 
of  the  commission,  open  to  public  inspection,  and  subject  to  the 
direction  of  Congress,  and  these  reports  are  referred  to  for  greater 
particularity  as  to  the  matters  herein  stated. 
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Valuation  Docket  No.  645 

LOKANGER,  LOUISIANA  &  NORTHEASTERN  RAILROAD 

COMPANY 


Submitted  November  18,  1925.    Decided  October  1,  1928 


Final  value  for  rate-xnaklng  purposes  of  the  property  of  the  Loranger,  Louisiana 
&  Northeastern  Railroad  Company,  owned  and  used  for  common-carrier 
purposes,  found  to  be  $66,427,  as  of  June  30,  1018,  and  of  property  used  but 
not  owned,  $8,974. 

Report  op  the  Commission 

Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 
By  Division  1 : 

The  Loranger,  Louisiana  &  Northeastern  Railroad  Company,  here- 
inafter called  the  carrier,  is  a  corporation  of  the  State  of  Louisiana, 
controlled  by  the  Genesee  Lumber  Company,  H.  R.  Loranger,  and 
Arthur  Loranger,  through  stock  ownership.  It  owns  and  operates  a 
single-track,  standard-gauge  steam  railroad,  extending  from  Genesee, 
La.,  to  Pyatts,  La.,  a  distance  of  8.151  miles.  It  also  owns  2.093  miles 
of  yard  tracks  and  sidings. 

By  our  order  of  October  2,  1925,  entered  in  this  proceeding,  we 
completed  the  tentative  valuation,  as  of  June  30, 1918,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate  com- 
merce act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  tentative  valuation  will  be  made  final. 


Order 
Entered  October  7, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
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duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  Louisiana,  and  the  Public  Service  Commis- 
sion of  Louisiana; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Loranger,  Louisiana  & 
Northeastern  Railroad  Company  as  of  June  30,  1918: 

Location  and  general  description  of  property. — The  railroad  of 
the  Loranger,  Louisiana  &  Northeastern  Railroad  Company,  herein- 
after called  the  carrier,  is  a  single-track  standard-gauge  steam  rail- 
road located  in  Louisiana.  The  main  line  extends  from  Genesee  to 
Pyatts,  a  distance  of  8.151  miles.  The  carrier  also  owns  2.093  miles 
of  yard  tracks  and  sidings.  Its  road  thus  embraces  10.244  miles  of 
all  tracks  owned.  A  portion  of  the  rails  and  fastenings  in  the  track 
is  leased  from  the  Illinois  Central  Railroad  Company. 

Capital  stock  and  long-term  debt— The  carrier  has  outstanding 
on  date  of  valuation  a  total  par  value  of  $125,000  in  stock  and  long- 
term  debt,  of  which  $25,000  represents  common  stock  and  $100,000 
funded  debt. 

Results  of  corporate  operations. — For  the  period  from  August  1, 
1916,  to  date  of  valuation  the  aggregate  railway  operating  expenses 
have  been  253  per  cent  of  the  railway  operating  revenues.  The  car- 
rier has  not  declared  any  dividends  on  its  capital  stock. 

Original  coat  to  date— The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  necessary 
records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  car- 
rier in  road  and  equipment,  including  land,  on  date  of  valuation, 
is  stated  in  its  books  as  $98,995.60.  With  readjustments  required  by 
our  accounting  examination,  this  amount  would  be  reduced  to 
$95,509.63,  of  which  $125,000,  less  an  undetermined  portion  thereof 
assignable  to  offsetting  items  included  in  amounts  recorded  at 
$36,353.59,  represents  considerations  other  than  money  the  cash  value 
of  which  at  the  time  of  the  transaction  we  are  not  able  to  report 
because  it  has  been  impossible  to  obtain  the  information.  Further 
information  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  owned  or  used  by  the  carrier  are  as  shown 
below. 

U01.C.C. 


Digitized  by  Google 


LOBANGER,  LOUISIANA  <fc  NORTHEASTERN  R.  R.  CO. 


501 


Cost  of 
reproduc- 


ed'but™  ow^ed!^ 


tho  Ellnolj  Central  Knilrosid  Company  


Total  o 
Total  used 


62,  m 
71.023 


These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets  which  are  a  part  of  Appendix  1.  Informa- 
tion as  to  the  character  of  the  property  used  but  not  owned  will  be 
found  in  Appendix  2,  under  the  caption  Leased  Railway  Property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  65  acres  of  land.  The  original  cost  of 
these  lands  can  not  be  ascertained,  as  the  necessary  records  are  not 
obtainable.  Their  present  value  is  $3,235.10.  The  estimates  of  cost 
of  reproduction  covered  by  this  report  are  based  upon  the  1914  level 
of  prices,  while  the  present  value  of  the  common-carrier  lands 
covered  by  the  report  is  based  upon  the  fair  average  of  the  normal 
market  value  of  lands  adjoining  and  adjacent  to  the  rights  of  way, 
yards,  and  terminals  of  the  carrier,  as  of  valuation  date.  This  dis- 
crepancy will  be  removed  when  we  adjust  to  later  dates,  in  accord- 
ance with  the  requirements  of  the  valuation  act,  the  final  value 
herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  no  property  held  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
reports  that  it  received  no  aids,  gifts,  grants,  or  donations,  and  none 
were  found  of  record. 

Material  and  supplies— The  book  value  of  the  material  and  sup- 
plies on  hand  on  date  of  valuation  is  shown  in  the  records  of  the 
carrier  as  $427.01.  * 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making 
purposes,  of  the  property  of  the  carrier,  owned  or  used,  devoted  by 
it  to  common-carrier  purposes,  are  found  to  be  as  follows : 

Wholly  owned  and  used    $66,427 

Used  but  not  owned,  leased  from  the  Illinois  Central  Railroad  Com- 
pany  i   8, 974 

Total  owned     66,427 

Total  used    75,401 
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The  sura  of  $427  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  consisting  entirely 
of  material  and  supplies  on  hand.  No  other  values  or  elements  of 
value  to  which  specific  sums  can  now  be  ascribed  are  found  to  exist. 

Appendices.— Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation,  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  carrier;  the  considerations  received  by  reason 
of  issues  of  stocks  and  bonds,  together  with  the  syndicating,  bank- 
ing, and  other  financial  arrangements  attending  their  issue;  the  net 
and  gross  earnings;  the  development  of  fixed  physical  property; 
investment  in  road  and  equipment;  the  general  balance  sheet  state- 
ment; and  other  pertinent  information.  Appendix  3  is  a  statement 
of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  to  the  State  officials 
of  the  State  in  which  the  carrier  embraced  in  this  proceeding  is 
situated,  give  the  details  respecting  the  figures  here  reported,  and 
are  on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to 
public  inspection,  and  subject  to  the  direction  of  Congress.  These 
reports  are  referred  to  for  greater  particularity  as  to  the  matters 
herein  stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  railroad  of  the  carrier  has  direct  connection  with  the  line  of  the  HlinolB 
Central  Railroad  Company  for  interchange  of  traffic  at  Genesee,  La. 

PHYSICAL  CONDITIONS  AFFECTINO  CONSTRUCTION 

The  country  traversed  Is  slightly  rolling.  The  soil  is  sandy  loam  underlaid 
with  clay. 
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TIM}  TO  TRAFFIC 


This  region  was  covered  with  yellow-pine  timber  which  has  been  gradually 
cut  away  and  the  sawmill  formerly  owned  by  the  Genesee  Lumber  Company 
has  been  dismantled.  There  are  now.no  industrial  activities  along  the  road. 
The  land  is  being  cleared  and  cultivated,  and  some  attention  is  being  given  to 
stock  raising. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  light  and  is  classified  as  common  material.  A  bridge  over 
the  Tangipahoa  River  consists  of  a  wooden-truss  span  43  feet  in  length  on 
timber  abutments.  In  addition  there  are  42  pile-and-frame  trestles  aggregating 
1,902  feet  in  length.  The  main  track  is  laid  with  new  40-pound  and  re-lay 
50-  and  60  pound  rail,  placed  on  yellow-pine  crossties  that  average  about 
2,650  to  the  mile.  The  50-pound  rail  is  leased  from  the  Illinois  Central  Rail- 
road Company.  The  track  Is  full  earth  surfaced  except  for  a  small  amount 
of  cinder  ballast. 

EQUIPMENT 

The  carrier  owns  and  uses  one  steam  locomotive,  five  freight-train  cars, 
and  two  passenger-train  cars. 

ENGINEERING  AND  GENERAL.  EXPENDITURES 


Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per 
cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  con- 
Btuction  has  been  estimated  for  one-half  the  construction  period  of  six  months, 
plus  three  months,  at  6  per  cent  per  annum  on  all  road  and  general-expendi- 
tures accounts  except  accounts  2  and  76.  Interest  on  equipment  has  been 
estimated  for  three  months  at  6  per  cent  per  annum.  In  establishing  the 
percentage  for  engineering  and  the  construction  period,  as  shown  above,  con- 
sideration has  been  given  to  rail  and  fastenings  leased  from  the  Illinois  Central 
Railroad  Company. 
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Cost  of 
repro- 
duction 
new 


I  Cost  of 
I  reproduc- 
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depre- 
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Engineering 
Grading 
Bridges, 
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Rail*... 


Other  track  mutoriaJ  ... 

Ballast   

Tracklnylng  nnd  surfacing. . 

RlRbt-of-way  fences  

Crossings  und  signs  

Station  nnd  oflltf  building. 

Roadway  buildings  

Water  stations  

Kuel  stations  

Shops  and  engine  housis  

RoadwRy  machines  -. 


Total,  1,  and  »  to  47,  Inclusive . 
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6fl0 
2,235 

40 


52.  735 


Digitized  by  Google 


504 


INTERSTATE  COMMERCE  COMMISSION  REPORTS 


summaries — continued 
Wholly  owned  and  used — Continued 


Ac- 
count 


1 


Cost  of 
auction 


Cost  of 


el 

54 


71 

72 

~a 
: ; 

7: 

77 

70 


Slourn  locomotives       

Freight-train  cars     

PiisscriKer-truin  curs   -   


Total,  5)  to  M,  inclusive.-  

HI    GKNURAL  F-XTRNDITTTIF-S 


Or  gnni  ration  cipense*. 
CUnend  oflki  rs  .in  ' 

lyflW     

Stationery  uml  printing.  

Tairs   

Older  exnen'lilun5.  metier 
Interest  <lurin?  eonslnir'tion 


$0,800 

$4,420 

2,023 

1,007 

1,400 

1,400 

10.223 

8,827 

- 

Total,  7!  to  77.  inclusive. 


1,082 


2.349 


3,4*1 
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Onunl  tot.il.  1.  nn'l  3  to  77.  Inclusive   S5.  774 


7W) 
1.70B 


2,4*1 


C2.049 


Used  out  not  owned,  leased  from  Illinois  Central  Railroad  Company 
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mm 

APPENDIX  2 

INTRODUCTORY 

The  carrier  is  a  corporation  of  the  State  of  Louisiana,  having  Its  principal 
office  at  Loranger,  La.  It  is  controlled  by  the  Genesee  Lumber  Company,  H.  R. 
Loranger,  and  Arthur  Loranger  through  ownership  of  a  majority  of  the  out- 
standing capital  stock.  On  the  other  hand,  the  records  do  not  indicate  that  the 
carrier,  itself,  controls  any  other  common-carrier  corporations.  The  property 
of  the  carrier  has  been  operated  by  its  own  organization  from  August  1,  1916. 
the  date  it  began  operations  as  a  common  carrier,  to  the  date  of  valuation. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  February  12,  1910,  under  the  general  laws  of 
the  State  of  Louisiana,  for  the  purpose  of  constructing  or  purchasing,  or  to 
own  and  operate,  a  railroad  in  Louisiana,  extending  from  Genesee  to  Loranger. 
The  date  of  organization  was  March  11,  1910. 
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The  owned  mileage  of  the  carrier,  amounting  to  8.151  miles  extending  from 
Pyatts  to  Genesee,  La.,  was  constructed  as  a  logging  road  by  the  Genesee 
Lumber  Company  about  1910.  The  property  was  subsequently  acquired  by 
Ubald  R.  Loranger  and  was  conveyed  by  him  to  the  carrier  by  act  of  sale 
dated  June  23.  1917,  filed  for  record  July  12,  1917.  It  was  stipulated  in  the 
act  of  sale  that  the  sale  and  transfer  was  to  be  effective  as  of  February  1, 
1916.  However,  operation  as  a  common  carrier  did  not  begin  until  August  1, 
1916. 

HISTOBT  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  records 
reviewed  do  not  indicate  that  any  syndicating  arrangements  were  made  in 
connection  with  the  issuance  of  the  securities  of  the  carrier.  By  act  of  sale, 
dated  June  23,  1917,  entered  into  between  Ubald  R.  Loranger  and  the  carrier, 
it  was  agreed  that  for  and  in  consideration  of  the  property  transferred  the 
carrier  would  issue  to  Ubald  R.  Loranger  the  following  securities:  Common 
stock,  par  value,  $25,000;  first-mortgage  and  collateral  trust  6  per  cent  bonds, 
$100,000 ;  total,  $125,000.  The  carrier  has  issued  its  securities  under  conditions 
and  for  considerations  described  in  detail  in  the  paragraphs  of  this  section 
devoted  to  capital  stock  and  long-term  debt. 

Capital  stock  and  long-term  debt. — From  the  date  of  Its  Incorporation  Febru- 
ary 12,  1916,  to  date  of  valuation,  the  carrier  has  issued  stock  and  long-term 
debt,  as  indicated  by  Its  records,  aggregating  $125,000  par  value,  all  of  which 
are  actually  outstanding. 


Issued 

Actually 

outstand- 

ing 

125,000 

125,000 

100,000 

100,000 

125,000 

125,000 

Stock,  capital  stork,  par  valtic,  common  

Lone-term  debt,  funded  debt,  par  value,  Issued . 

Total  


Capital  stock. — The  authorized  capital  stock  of  the  carrier  is  $25,000  par 
value,  divided  into  shares  of  $100  par  value  each,  all  of  which  is  classified  as 
common  stock.  The  entire  authorized  amount  was  Issued  at  par  in  consid- 
eration for  the  unapportioned  part  of  the  constructed  road  and  equipment 
purchased. 

Funded  debt. — The  carrier  has  issued  $100,000  par  value  of  funded  debt  at 
par  in  consideration  for  the  unapportioned  part  of  the  constructed  road  and 
equipment  purchased.  The  funded  debt  actually  outstanding  on  date  of  valua- 
tion consists  of  first-mortgage  and  collateral  trust  6  per  cent  gold  bonds  dated 
May  1,  1916,  due  May  1,  1956,  amounting  to  $100,000  par  value. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  Income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement  of  the  carrier.— A  condensed  summary  of  the  income 
accounts  for  the  year  ending  December  31,  1917,  and  for  the  period  August 
1,  1916,  to  date  of  valuation,  follows : 
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•I      1  I 

Year 

Period 

f 

Operating  income: 

Railway  operating  revenues  

$10,464.41 

tl2.747.34 

27. 824. 28  |     29, 18ft  89 

Net  deficit  from  railway  opcratioas   

Uncollectible  railway  revenues    

17.359.87 
1,085.24 
0.34 

lfl.41X.55 
1,Q85.?4 

-  -  -  - 

18, 454. 45 

17, 4*8. 79 

450.00 

4saoo 

IS.  454.  45 

17.048  79 

Deductions  rrom  frros^  income: 

554.33 
8-MXLflO 

0,000.00 

cooaoo 

9,054.3* 

Totul  deficit  

24,  454.  45 

26. 108. 15 

Disposition  of  net  income,  income  debit  t?:d-mce  transferred  to  profit  and  loss  _ . . 

24,  4&4.  45 

26. 108.15 

An  examination  shows  that  nnder  the  present  classification  of  accounts, 
an  item  of  $3,098.40  included  in  the  road  and  equipment  investment  account 
would  be  includible  in  the  Income  account  for  the  period,  as  an  item  addable  to 
railway  operating  expenses.  If  the  income  accounts  of  the  carrier  were 
adjusted  to  the  extent  indicated  above,  and  if  the  items  then  contained 
therein  were  taken  at  their  recorded  amounts,  the  debit  balance  transferable 
to  profit  and  loss  would  be  increased  by  $3,098.40,  or  to  $29,201.55. 

Profit  and  loss  statement  of  the  carrier.— A  coudensed  summary  of  the 
profit  and  loss  accounts,  for  the  period  August  1,  1916,  to  date  of  valuation, 
follows : 

Debits : 

Net  debit  balance  transferred  from  income—   $26, 103. 15 

Loss  on  retired  road  and  equipment  1,650.00 

Miscellaneous  debits : 

Adjustment  or  cancellation  of  balance  sheet  ac- 

Adjustment  in  connection  with  appraisal  of  road 
and  equipment  purchased— 

Appraisal  $128,239.97 

Contract  consideration  payable  In 
securities  being  par  value  of          125, 000. 00 

3,239.97 

Less  adjustment  of  appraisal  of 
equipment   3, 313. 00 

73. 03 
  520.22 

Debit  balance  on  date  of  valuation   28,273.37 

An  examination  shows  that  under  the  present  classification  of  accounts,  cer- 
tain items  includible  in  the  road  and  equipment  investment  account  would  be 
includible  in  the  Income  and  profit  and  loss  accounts  and  other  items  in  the 
profit  and  loss  account  would  not  be  includible  in  any  accounts.  These  items, 
grouped  according  to  their  effect  on  the  debit  balance  in  the  profit  and  low 
account,  follow : 
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Increase: 

Transferable  from  debits  In  road  and  equipment  investment 

account,  through  income,  as  detailed  thereunder  $3, 098. 40 

Not  includible  in  any  account,  credit  in  the  profit  and  loss 
account  representing  excess  of  the  appraised  value  of  the 
road  and  equipment  purchased   8, 239. 97 

Total     6. 338. 37 


Decrease,  not  includible  in  any  account,  debit  in  the  profit  and  loss 
account  representing  adjustment  of  the  appraised  value  referred 
to  above   3,313.00 


If  the  profit  and  loss  accounts  were  adjusted  to  the  extent  indicated  above, 
and  if  the  items  then  included  in  the  profit  and  loss  statement  were  taken  at 
their  recorded  amounts,  the  debit  balance  would  be  increased  by  $3,025.37,  or 
to  $31,298.74.  The  foregoing  adjusted  debit  balance  should  be  further  increased 
by  the  addition  of  the  undetermined  part  of  the  $460.60  that  may  be  chargeable 
to  operating  expenses  in  connection  with  the  retirement  of  equipment  not 
written  out  of  the  road  and  equipment  investment  account  prior  to  date  of 
valuation. 

Dividends. — The  records  reviewed  do  not  Indicate  that  the  carrier  has 
declared  any  dividends. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation,  is  stated  in  Its  books  as  $98,996.00,  of  which  the  following 
Is  a  general  analysis : 

For  property  acquired  by  purchase  from  Ubald  R.  Loranger, 


appraisal  value  of  road  and  equipment  $124, 926.  97 

For  additions  and  betterments,  recorded  money  outlay   0,  803. 22 

Total   131,790.19 

Less  road  and  equipment,  sold  or  retired,  credited  at    36, 353. 59 

Net  of  the  above  Items   95,  436.  60 


Other  Items,  charges,  not  in  accordance  with  the  present  classi- 


fication of  accounts: 

Transferable  to  railway  operating  expense,  repairs 
and  expenses  incurred  in  connection  with  retiring 
property    $3,098.40 

Transferable  to  profit  and  loss  or  to  other  accounts, 

equipment  retired  and  not  written  out  of  the 

accounts   460. 60 

  3,  559.  00 

Total  recorded  as  of  date  of  valuation   98,  995.  00 


Under  the  present  classification  of  accounts  the  item  of  $124,926.97  repre- 
senting the  appraised  value  of  the  property  acquired,  should  be  replaced  with 
the  current  cash  value  of  the  consideration  given  for  the  property  at  the  time 
of  the  transaction,  but  such  cash  value  is  not  determinable  from  the  records 
reviewed.  The  consideration  named  in  contract  was  $125,000  payable  with 
$25,000  par  value  of  capital  stock  and  $100,000  par  value  of  first-mortgage 
bonds.    If  the  par  value  of  the  securities  were  substituted  for  the  appraised 
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value  of  the  property  the  account  would  be  increased  by  $73.03.  If  the  $73.03 
referred  to  in  the  preceding  paragraph  were  included,  if  the  "  other  items  "  set 
out  in  the  above  general  analysis  were  eliminated,  and  if  all  the  items  then 
contained  therein  were  taken  at  their  recorded  values,  the  balance  in  the 
road  and  equipment  investment  account  would  be  reduced  by  $3,485.97,  or  to 
$95,509.63. 

This  adjusted  amount  would  be  the  result,  on  the  one  hand,  of  gross  outlays 
that  consist,  in  part,  of  considerations  other  than  cash  recorded  at  $125,000, 
and  on  the  other  hand,  of  item  deductible  from  the  gross  outlays  other  than 
cash  recorded  at  $36,353.59,  but  not  specifically  deductible  at  the  recorded 
amount  The  cash  value  at  the  time  of  the  transactions  of  the  considerations 
other  than  cash,  and  of  the  item  deductible  from  the  gross  outlays  other  than 
cash,  is  not  known  and  can  not  be  definitely  determined,  because  it  has  not 
been  possible  to  obtain  the  necessary  information. 

The  balance  in  the  road  and  equipment  Investment  account,  If  adjusted  to 
the  above  extent,  so  far  as  it  is  resolvable  into  the  kinds  of  considerations, 


would  comprise  the  following  classes  of  recorded  outlay : 

Recorded  money  outlay.   $0,  863. 22 

Capital  stock  issued,  par  value   25,000.00 

Funded  debt  issued,  par  value   100,000.00 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  road  and  equipment 

reUred,  credited  at   86,353. 59 


ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  For  the  construction  of  8.161  miles  of  road  of  the  Genesee  Lum- 
ber Company  no  accounting  or  construction  records  of  the  outlays  for  its 
original  construction  were  obtained.  For  improving  the  8.151  miles  of  road, 
including  land,  and  the  equipment,  and  for  additions  and  betterments  to  the 
entire  property,  the  data  obtained  from  the  accounts  of  the  carrier  are  as 


follows : 

Recorded  money  outlay  $6,863.22 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent  road  and  equipment 
retired,  credited  at   36,  353.  59 


Cost  of  lands. — The  carrier  reports  that  all  lands  owned  by  it  were  acquired 
through  issue  of  securities  covering  the  purchase  of  its  entire  railroad  property 
and  that  the  cost  of  land  Is  not  separable  therefrom.  All  of  these  lands  have 
been  classified  as  carrier,  owned  and  used,  and  are  located  in  the  State  of 
Louisiana. 

Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and  uses 
11  units  of  equipment,  with  costs  aggregating  $24,203.77.  A  verification  of  the 
returns  of  the  carrier  Indicates  that  the  number  of  units  of  equipment  should 
be  reduced  by  three,  that  one  roadway  machine  should  be  added,  and  that  the 
costs  should  be  reduced  by  $6,760.60,  as  detailed  below : 
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Additions,  roadway  machines  transferred  from  work  equipment. 

Deductions: 

Steam  locomotives,  reported  but  not 

Freight-train  cars,  error  in  extension  

Work  equipment,  transferred  to  roadway 


Total  

Net  total  deductions. 


Units 


1 

K  025.  77 

6,300.00 

4GO.00 

i 

4,025.77 

3 

10,786.37 

2 

6,760.10 

After  making  the  changes  noted  above  and  classifying  the  returns  according 
to  the  classification  herein  of  the  property  to  which  they  apply  the  revised 
returns  are  summarized  as  follows : 


Units 

Costs 
support- 
ed by 
account- 
records 

Costs  esti- 
mated' 

l 

$4,025.77 

1 
6 

2 

10,000.00 
175.  00 
500.00 

SI,  842  40 

900. 00 

8 

2.742.40 

10,675.00 

Machinery,  roadway  machines. 


Etiuipineut: 

Steam  locomotives  

Freight-train  cars. 


ToUL. 


■  Amounts  estimated  by  the  carrier  or  otherwise  not  supported  by  accounting  records. 

AIDS,  GIFTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  it  received  no  aids,  gifts,  grants,  or  donations,  and 
none  were  found  of  record. 


MATERIAL  AND  SUPPI.IF.8 

The  Investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
is  stated  in  Its  books  as  $427.01.  No  current  inventory  or  classification  of  the 
amount  was  available. 

LEASED  RAILWAY  PROPERTY 

The  carrier  used  on  date  of  valuation,  facilities  owned  by  the  Illinois  Central 
Railroad  Company,  as  follows: 


Jointly  used,  but  not  owned,  station  facilities,  Genesee,  La.  Agree- 
ment dated  Dec.  5,  1916,  rental,  4  per  cent  per  nnnum  on  valuation 
of  the  property,  plus  maintenance  and  operating.    No  rental  accrued 

or  paid  to  date  of  valuation  $  

Solely  used,  but  not  owned : 

About  5  truck  miles  of  50-i>ound  rail,  and  fastenings  of  approxi- 
mately 440  tons  owned  by  the  Illinois  Central  Railroad  Company 

and  leased  to  the  Genesee  Lumber  Company   _  — 

The  carrier  computed  for  use  of  the  rail  and  fastenings  for  part  of 
the  year  ending  with  date  of  valuation,  on  basis  of  8  per  cent  per 

annum  on  a  valuation  of  $11,814.11,  an  amount  of   554.36 
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The  general  balance  sheet  statement  of  the  carrier,  aa  of  date  of  valuation,  is 
as  follows : 

A8S>7rs 

Investments,  investment  In  road  and  equipment  $98,995.60 

Current  assets : 

Net  balance  receivable  from  agents  and  conductors   336.07 

Miscellaneous  accounts  receivable   741.50 

Material  and  supplies     427.01 

Other  current  assets      5,629.83 

Total.      7,134.41 

Grand  total   106,130.01 

LIABIMTIKS 

Stock,  capital  stock   _'    2T>,  000. 00 

Long-term  debt,  funded  debt  unmatured   100,000.00 

Current  liabilities : 

Audited  accounts  and  wages  payable    903. 38 

Interest  matured  unpaid   8,500.00 

Total   9,  403. 38 

Corporate  surplus,  profit  and  loss  debit  balance   28,273.37 

Grand  total   106,130.61 

APPENDIX  3 

ANALYSIS  OF  METHODS  FOE  DETERMINING   WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
Investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary 
to  pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to 
the  time  when  the  revenues  from  that  service  are  available ;  and  third,  a 
buffer  fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluc- 
tuating deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  Is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners  or  secured  In  part  on  occasion  through  bank  loans  or  in  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 
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A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that  of  all  operating  expenses  for  service  in  any  period  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating 
expenses  will  be  the  measure  of  the  cash  working  capital  usually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between 
the  available  revenues  and  the  expenses  within  any  period.  Also  considera- 
tion hns  been  given  to  the  requirements  in  the  way  of  a  stock  of  materials  and 
supplies.  The  factors  affecting  cash  working  capital  are  as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  movement 
of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the 
time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges 
collected  at  destination,  in  addition,  the  time  for  movement  under  load,  the 
time  consumed  in  unloading,  and  the  credit  period  for  payment  of  charges; 
the  relative  amount  of  operating  expenses  for  various  purposes ;  and  the  elapsed 
time  from  the  beginning  of  the  accrual  of  such  respective  expenses  to  the  time 
when  they  must  be  paid.  The  factors  in  most  cases  represent  the  experience 
of  all  Class  I  carriers  and  in  a  few  cases  consist  of  specially  assembled  data 
from  the  experience  of  territorially  scattered  carriers  that  represent  over  40 
per  cent  of  the  operating  expenses  of  all  Class  I  carriers.  For  material  and 
supplies,  consideration  has  been  given  to  the  average  book  value  of  the  stock 
carried  by  all  Class  I  and  Class  II  carriers  on  June  30  for  the  years  1914- 
1916,  and  to  the  fact  that  some  part  of  this  stock  is  held  for  additions  and 
betterments  and  new  construction  and  that  some  part  represents  more  or  less 
obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  appli- 
cable to  all  ronds  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and 
loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues 
from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  muBt  be  con- 
sidered for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of 
a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
affiliated  companies  or  to  other  special  circumstances,  the  carrier's  common- 

116  i.o.  a 


Digitized  by  Google 


512  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases  the  value  found  for  working  capital  la  the 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  band. 

The  material  and  supplies,  no  cash  being  on  hand,  on  date  of  valuation  were 
less  than  the  average  amount  found  by  the  above  method.  Accordingly,  it  is 
found  that  the  working  capital  owned  and  used  by  the  carrier  for  common- 
carrier  operations  on  date  of  valuation  is  $427. 

 -..«»■ 

Valuation  Docket  No.  601 
LEAVENWORTH  AND  TOPEKA  RAILWAY  COMPANY 


*  Submitted  September  U,  19S5.   Decided  October  1,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Leavenworth  and 
Topeka  Railway  Company,  owned  and  used  for  common-carrier  purposes, 
found  to  be  $900,000,  as  of  June  30,  1910,  and  of  property  owned  but  not 
used,  $401. 

Report  of  the  Commission 
Division  1,  Commissioners  Meter,  Attchison,  and  Lewis 
By  Division  1 : 

The  Leavenworth  and  Topeka  Railway  Company,  hereinafter 
called  the  carrier,  is  a  corporation  of  the  State  of  Kansas,  controlled 
by  The  Atchison,  Topeka  and  Santa  Fe  Railway  Company  and  the 
Union  Pacific  Railroad  Company  through  stock  ownership.  It  owns 
and  operates  a  single-track  standard-gauge  steam  railroad,  extend- 
ing from  Leavenworth,  Kans.,  to  Meriden  Junction,  Kans.,  a  dis- 
tance of  46.459  miles.  It  also  owns  3.082  miles  of  yard  tracks  and 
sidings. 

By  our  order  of  J uly  10,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30,  1916,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to 
later  dates,  in  accordance  with  the  requirements  of  the  valuation  act, 
the  final  value  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  October  1,  1926 

It  appearing ,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  Kansas,  and  the  Public  Service  Commission 
of  Kansas ; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  The  Leavenworth  and  To- 
peka  Railway  Company,  as  of  June  30,  1916 : 

Location  and  general  description  of  property. — The  railroad  of 
The  Leavenworth  and  Topeka  Railway  Company,  hereinafter  called 
the  carrier,  is  a  single-track  standard-gauge  steam  railroad,  located 
in  northeastern  Kansas.  The  main  line  extends  from  Leavenworth 
to  Meriden  Junction,  Kans.,  a  distance  of  46.459  miles.  The  carrier 
also  owns  3.082  miles  of  yard  track  and  sidings.  Its  road  thus 
embraces  49.541  miles  of  all  tracks  owned.  The  carrier  operates  in 
Leavenworth,  Kans.,  and  from  Meriden  Junction  to  Topeka,  Kans., 
by  means  of  trackage  rights  over  12.49  miles  of  road  of  The  Atchison, 
Topeka  and  Santa  Fe  Railway  Company. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding  on 
date  of  valuation  a  total  par  value  of  $677,285.74  in  stock  and  long- 
term  debt,  of  which  $50,000  represents  common  stock,  $250,000  funded 
debt,  and  $377,285.74  nonnegotiable  debt  to  affiliated  companies. 

Results  of  corporate  operations. — For  the  period  from  February 
1,  1900,  to  date  of  valuation  the  aggregate  railway  operating  ex- 
penses have  been  130  per  cent  of  the  railway  operating  revenues. 
The  carrier  has  not  declared  any  dividends  on  its  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  The  data  obtained  on  the  outlay 
for  creating  and  improving  the  property  may  be  stated  as  money 
outlay  in  the  amount  of  $1,066,904.52,  less  an  undetermined  portion 
thereof  assignable  to  retirements  recorded  at  $32,080.11.  There  may 
be  included  in  the  outlays  stated  above  some  or  all  of  the  cost  of  the 
honcarrier  lands  owned.  Further  information  will  be  found  in 
Appendix  2. 

116 1.CO. 


Digitized  by  Google 


516  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


of  way,  and  terminals;  and  other  pertinent  information.  Appendix 
3  is  a  statement  of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75  I.  0. 
C.  1, 108,  which  is  hereby  made  a  part  hereof,  for  a  statement  of  the 
methods  employed  and  of  the  reasons  for  the  differences  between 
the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  is  situ- 
ated, give  the  details  respecting  the  figures  here  reported,  and  are 
on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to  public 
inspection,  and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 
stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  railroad  of  the  carrier  directly  connects  with  other  railroads  for  Inter- 
change of  traffic,  as  follows : 

With  The  Atchison,  Topeka  and  Santa  Pe  Railway  Company  at  Leaven- 
worth and  Meriden  Junction,  Kans. 

With  Chicago  Great  Western  Railroad  Company  at  Leavenworth,  Kans. 

With  The  Leavenworth  Terminal  Railway  and  Bridge  Company  at  Leaven- 
worth, Kans. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

This  road  is  located  in  northeastern  Kansas  between  the  Missouri  and 
Kansas  Rivers,  and  the  country  traversed  Is  rolling.  The  soil  Is  sandy  clay, 
underlaid  in  certain  localities  with  sandstone  and  limestone. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  road  traverses  a  fairly  well  developed  agricultural  country.  Corn  and 
wheat  are  the  principal  crops,  and  considerable  attention  is  given  to  stock 
raising. 

PHYSICAL  CHARACTERISTICS  OF  BO  AD 

The  grading  is  comparatively  heavy,  averaging  about  33,000  cubic  yards  per 
mile,  and  is  common  material  with  the  exception  of  a  small  percentage  of  loose 
and  solid  rock  excavation.  There  are  4  metal  bridges,  the  spans  of  which  range 
from  67  to  120  feet  in  length.  Of  these  bridges  2  are  pony-riveted  truss  spans, 
1  is  deck-plate  girder  type,  and  1  is  through-timber  Howe-truss  type.  In  addi- 
tion there  are  49  pile-and-frame  trestles  aggregating  3,235  feet  in  length.  The 
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lands  owned,  an  undetermined  portion  thereof  was  acquired  through 
aids.  The  title  to  such  lands  was  acquired  through  deeds  reciting 
merely  nominal  considerations.  The  area  and  present  value  of  lands 
acquired  as  aids  can  not  be  stated,  because  the  carrier's  reports  upon 
lands  do  not  give  sufficient  information  to  identify  the  parcels.  We 
are  not  able  to  report  the  value  of  these  lands  at  the  time  acquired. 

The  Leavenworth,  Topeka  and  South  Western  Railway  Company, 
a  predecessor  of  the  carrier,  issued  $74,000  par  value  of  its  capital 
stock  to  certain  townships  and  cities  in  Kansas  in  exchange  for  a 
like  par  value  of  their  bonds.  The  bonds  so  received  were  transferred 
to  a  contractor  in  part  payment  for  construction. 

Material  and  supplies. — We  are  unable  to  report  upon  the  book 
value  of  material  and  supplies  as  of  date  of  valuation,  owing  to 
the  inadequacy  of  the  records. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the 
values  here  reported,  the  values,  for  rate-making  purposes,  of  the 
property  of  the  carrier,  owned  and  used,  and  owned  but  not  used, 
devoted  to  common-carrier  purposes,  are  found  to  be  as  follows : 

Wholly  owned  and  used    $000,  000 

Owned  but  not  used,  leased  to  The  Atchison,  Topeka  and  Santa  Fe 
Railway  Company   401 

Total  owned   000, 401 

Total  used   900, 000 

No  working  capital,  including  material  and  supplies,  is  found  to  be 
owned  or  used  by  the  carrier.  No  other  values  or  elements  of  value 
to  which  specific  sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1, 2,  and  3.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheet  showing  the  classification  of  the  cost  of  reproduction  new 
and  cost  of  reproduction  less  depreciation,  above  set  forth,  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  in  detail  the  history  and 
organization  of  the  present  and  predecessor  corporations;  increases 
or  decreases  of  stocks,  bonds,  and  other  securities  incident  to  reor- 
ganizations ;  moneys  and  other  considerations  received  by  reason  of 
issues  of  stocks,  bonds,  and  other  securities,  together  with  the  syndi- 
cating, banking,  and  other  financial  arrangements  attending  their 
issue;  the  net  and  gross  earnings;  the  development  of  fixed  physical 
property;  investment  in  road  and  equipment;  the  cost  of  lands,  rights 
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APPENDIX  2 

INTRODUCTORY 

The  carrier  Lb  a  corporation  of  the  State  of  Kansas,  having  its  principal 
office  at  Topeka,  Kans.  Although  the  carrier  acquired  title  to  its  original 
property  on  January  24,  1900,  It  did  not  commence  recording  the  results  of 
the  operations  of  its  property  In  its  books  until  February  1,  1900.  No  entries 
have  been  recorded  in  the  corporate  books  subsequent  to  March  31,  1916.  The 
accounting  records  of  the  receiver  for  the  period  April  1,  1916,  to  date  of 
valuation  were  not  obtained,  and  no  report  was  tiled  with  us  for  the  period 
named.  However,  certain  information  with  respect  to  the  results  of  corporate 
operations  for  that  period  were  obtained  from  operating  statements  on  file 
in  court  records  at  Kansas  City,  Kans. 

The  carrier  is  controlled  by  The  Atchison,  Topeka  and  Santa  Fe  Railway 
Company  and  the  Union  Pacific  Railroad  Company,  hereinafter  referred  to 
as  the  controlling  companies,  jointly  through  ownership  of  its  entire  outstanding 
capital  stock.  On  the  other  hand,  the  records  do  not  indicate  that  the  carrier 
itself  controls  any  other  common-carrier  corporations.  The  property  of  the 
carrier  was  operated  by  its  own  organization  from  February  1,  1900,  until 
the  receivership,  April  1,  1916.  From  that  date  to  date  of  valuation  the 
property  has  been  operated  by  a  receiver. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  December  29,  1899,  under  the  general  laws 
of  the  State  of  Kansas,  for  the  purpose  of  acquiring  the  property,  rights,  and 
franchises  of  the  Leavenworth,  Topeka  and  South  Western  Railway  Company, 
which  was  done.  The  Leavenworth,  Topeka  and  South  Western  Railway 
Company  was  incorporated  June  20,  1879,  under  the  general  laws  of  the 
State  of  Kansas.  Its  property,  rights,  and  franchises  were  sold  at  foreclosure 
October  12,  1899,  after  receivership  begun  April  23,  1894,  and  were  conveyed 
to  the  carrier  by  deed  dated  January  24,  1900.  The  date  of  organization  of  the 
carrier  was  December  29,  1899. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PBOPERTY 

The  owned  mileage  of  the  carrier,  amounting  to  46.459  miles,  was  all  acquired 
by  purchase  on  January  24,  1900,  from  Edward  Wilder,  who  had  purchased  it 
at  foreclosure  sale  on  October  12,  1899,  from  the  Leavenworth,  Topeka  and 
South  Western  Railway  Company.  It  was  constructed  by  that  company  dar- 
ing the  years  1881-82.  There  is  a  difference  of  0.111  mile  between  the  mileage 
recorded  by  this  company,  46.57  miles,  and  the  mileage,  46.459  miles,  inventoried 
as  of  date  of  valuation. 

HISTORY  OF  CORPORATE  FINAKCINO 

Syndicating,  banking,  and  other  financial  arrangement*. — The  records 
reviewed  do  not  indicate  that  any  syndicating  arrangements  have  been  made 
in  connection  with  the  issuance  of  the  securities  of  the  carrier.  The  property 
of  the  Leavenworth,  Topeka  and  South  Western  Railway  Company  was 
acquired  by  the  carrier  under  an  agreement  dated  December  29,  1899,  with 
Edward  Wilder,  who  had  purchased  it  at  foreclosure  sale  on  October  12,  1899. 
and  caused  it  to  be  conveyed  to  the  carrier  by  deed  dated  January  24,  1900, 
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In  consideration  for  $50,000  par  value  of  the  capital  stock  and  $100,000 
value  of  the  first-mortgage  bonds  of  the  latter  company.  The  carrier  has 
issued  its  securities  and  Incurred  other  indebtedness  and  reacquired  certain 
of  its  other  indebtedness  under  conditions  and  for  considerations  described  in 
detail  in  the  paragraphs  of  this  section  devoted  to  capital  stock  and  long-term 
debt 

Decrease  in  stocks,  bonds,  or  other  securities  in  the  reorganization  of  1900. — 
The  par  value  of  capital  stock  and  long-term  securities  issued  by  the  carrier 
in  acquiring  the  property  of  the  Leavenworth,  Topeka  and  South  Western  Rail- 
way Company  in  the  reorganization  of  1900,  so  far  as  could  be  ascertained 
from  the  available  records,  was  $2,574,000  less  than  the  par  value  of  the 
actually  outstanding  securities  of  that  company  at  the  date  of  reorganization, 
as  shown  by  the  following  tabulation: 


5-ecunty 

Rate  of 
interest 

Outstand- 
ing securi- 
ties of  re- 
organlied 
company 

Securities 
issued  by 
the  carrier 

Percent 

$1,344,000 
1,380,000 

$50,000 
100.000 

4 

Total  



2,724,000 

160.000 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation  to 
date  of  valuation,  the  carrier  has  Issued  capital  stock  and  long-term  debt,  as 
indicated  by  its  records,  aggregating  $916,285.74  par  value,  of  which  $677,285.74 
is  actually  outstanding.    The  details  are  summarized  In  the  following  table: 


Issued  or 
Incurred 



Retired 

Actually 
outstand- 
ing 

$50,000.00 
2:0, 000.  00 
610,285.74 

$50,000.00 
2M,  000.  00 
377,285.74 

$239,000.00 

016,285.74 

239,000.00 

077,285.74 

Class 


Stock,  capita]  stock,  par  value,  common  

Long-term  debt,  funded  debt,  par  value,  issued  

Nonnegotiable  debt  to  affiliated  companies,  incurred... 

Total  


Capital  stock. — The  authorized  capital  stock  of  the  carrier  Is  $250,000  par 
value,  divided  into  shares  of  $100  par  value  each,  all  of  which  is  classified 
as  common  stock.  Of  the  amount  authorized.  $50,000  has  been  issued  at  par 
in  part  consideration  for  the  property  of  the  Leavenworth,  Topeka  and  South 
Western  Railway  Company  and  is  all  actually  outstanding. 

Funded  debt. — The  carrier  has  issued  first-mortgage  4  per  cent  bonds,  dated 
January  1,  1900,  due  January  1,  1930,  in  the  par  value  of  $250,000,  all  of  which 
are  actually  outstanding.  Of  these  bonds,  $100,000  were  issued  at  par  in  part 
consideration  for  the  property  of  the  Leavenworth,  Topeka  and  South  West- 
ern Railway  Company,  $144,000  were  Issued  at  par  in  part  liquidation  of  open 
accounts  with  the  controlling  companies,  and  $6,000  were  issued  at  par  in  pay- 
ment of  interest  accrued  in  the  amount  of  $0,000  on  bonds  of  the  company. 

Nonnegotiable  debt  to  affiliated  companies. — The  carrier  incurred  nonnegotl- 
able  debt  to  the  controlling  companies  aggregating  $016,285.74  to  date  of  valua- 
tion, classified  as  notes  in  the  amount  of  $377,285.74  and  open  accounts  in  the 
28926'— 27— Vol.  116  34 


Digitized  by  Google 


520  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


amount  of  $230,000.  of  which  $239,000  has  been  repaid,  leaving  $377,285.74 
owing  on  date  of  valuation.  The  considerations  recorded  as  passed  in  con- 
nection with  the  incurring  and  repayment  in  part  of  this  debt  were  aa  detailed 
hereunder : 


Consideration 

Recorded 
value 

Par  value 

Note* 

Issued: 

$282,  285.  74 
itf.000.Q0 

377,285.74 

$282,  286. 74 
06,000.00 

377,285  74 

377  285.  74 

237,92212 
1,077.88 

239,000.00 

144,000  00 
05,000.00 

239, 000  00 

None. 

Outstanding 

Open  account* 

Incurred: 

Cash  

237,822.12 
1.077.88 

239,  000.  00 

144,000.00 
05,000.00 

239, 000.  00 

Repaid: 

First-mortpnge  bonds  Issued  

Five  per  cent  notes,  dated  July  1, 1910,  Issued  at  par..  

RESULTS  OF  CORPORATE  OPERATIONS 


The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier  and  from  operating  statements  of  the  receiver,  are 
given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  February  1,  1900,  to  date 
of  valuation,  follows: 


Year 

Period 

Operating  income: 

$55, 148.  67 
71, 853.  57 

$821,838  «2 
1.068. 407.  OS 

Rullwiiy  ODorating  expenses  

Net  floflcit  from  railway  operations     

16,  704. 90 
5,155  15 

240i,  568. 43 

21.  860. 05 

348,097.88 

Nonoperating  income: 

Hire  of  equipment  .  

14.074.41 
18.831.21 
078» 
l,339.fi7 
2,021.67 

5a  00 
167.40 
139.87 

Totsil  

357.33 

37.245.84 

21.  502. 72 

811.753.0! 

Deductions  from  gross  income: 

2,680. 10 
1,956.78 
7.5OQ.00 
10,  730. 74 

14.9753J 

16,127.87 
7,500.00 

Joint-facility  rents   

Interest  on  funded  debt . ...  . 

Total  deficit  

63,029.83 

22.887.71 

102,533.03 

44,370  43 
44,370  43 

414,38107 
4KSB5.07 

Disposition  of  net  income,  income  debit  balance  transferred  to  profit  and  loss... 

116I.C.C. 


Digitized  by  Google 


LEAVENWORTH  &  TOPEKA  BY.  CO. 


521 


An  item  of  $127,120  recorded  in  the  profit  and  loss  account  as  a  delayed- 
income  debit  would  be  includible  in  the  income  statement  for  the  period  as 
an  addition  to  deductions  from  gross  income  for  interest  on  funded  debt. 
If  an  adjustment  of  the  above  amount  were  made,  and  if  all  the  other  items 
in  the  income  accounts  of  the  carrier  were  taken  at  their  recorded  amounts, 
the  debit  balance  transferable  to  profit  and  loss  would  be  increased  to 
$541,405.07. 

Profit  and  loss  statement.— A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  February  L  1900,  to  date  of  valuation,  follows : 

Debits : 

Net  debit  balance  transferred  from  income  $414,285.07 

Delayed-income  debits,  interest  on  funded  debt   127,120.00 

Debit  balance  on  date  of  valuation   541,405.07 

Dividends. — The  carrier  has  not  declared  any  dividends  to  date  of  valuation. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 


The  investment  of  the  carrier  in  road  and  equipment.  Including  land,  on 
date  of  valuation  is  stated  in  its  books  as  $151,410.09,  of  which  the  following 
is  a  general  analysis : 

For  road  and  equipment  purchased  from  the  Leavenworth,  Topeka 
and  South  Western  Railway  Company,  January  24,  1000 : 

Capital  stock  issued  at  par  value  $50,000 

First-mortgage  bonds  issued  at  par  value   100,000 

 $150, 000. 00 

For  additions  and  betterments,  recorded  money  outlay   30, 636. 70 


Total   180, 636. 70 

Retirements,  road  and  equipment,  credited  at   20,166.61 


Total  recorded  as  of  date  of  valuation   151, 470.  09 


This  amount  Is  the  result,  on  the  one  hand,  of  gross  outlays  that  consist 
In  part  of  considerations  other  than  cash  recorded  at  $150,000,  and  on  the 
other  hand,  of  items  deductible  from  the  gross  outlays  and  recorded  at  $29,- 
166.61,  but  not  specifically  deductible  at  the  recorded  amounts.  The  cash 
value  at  the  time  of  the  transactions  of  the  considerations  other  than  cash 
and  of  the  items  deductible  from  the  gross  outlays  is  not  known  and  can  not 
be  definitely  determined. 

The  above  outlays  may  include  some  or  all  of  the  undetermined  cost  of 
certain  lands  classified  herein  as  noncarrier.  The  carrier  has  not  charged 
any  amounts  to  its  miscellaneous  physical  property  account  that  represent 
these  noncarrier  lands.  The  costs  of  the  above  lands,  so  far  as  they  are  indi- 
cated by  accounting  records,  together  with  certain  amounts  reported  by  the  com- 
pany as  costs  of  such  lands,  but  which  are  not  supported  in  the  accounts, 
are  stated  in  the  paragraphs  devoted  to  cost  of  lands  in  the  section  on  original 
cost  to  date. 

ORIGINAL  COST  TO  DATE 

The  original  coat  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  The  data  obtained  on  the  outlay  for  creating  and  improving  such 
property  are  those  found  In  the  road  and  equipment  investment  accounts  of  the 
carrier  and  the  Leavenworth,  Topeka  and  South  Western  Railway  Company 
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and  In  the  records  of  the  Kansas  and  Eastern  Railroad  Construction  Com- 


pany, summarized  as  follows  : 

Outlay  by  the  carrier,  recorded  money  outlay   130,636.70 

From  which  should  be  deducted  whatever  portion,  not  definitely 
determinable,  of  the  above  outlay  represents  road  and  equip- 
ment retired,  credited  at  1   29, 166. 61 

Outlay  by  the  Leavenworth,  Topeka  and  South  Western  Railway 

Company,  recorded  money  outlay   18,733.71 

From  which  should  be  deducted  whatever  portion,  not  definitely 
determinable,  of  the  above  outlay  represents — 

Road  retired,  credited  at   2,328.50 

Equipment  retired,  credited  at   585.00 

Outlay  by  the  Kansas  and  Eastern  Railroad  Construction  Com- 
pany, recorded  money  outlay   1,017,334.11 

The  outlays  by  the  various  companies  above  detailed  are  summarized  as 
follows : 

Recorded  money  outlay  $1,060,904.52 

From  which  should  be  deducted  whatever  portion,  not  definitely 
'  determinable,  of  the  above  outlay  represents  road  and  equip- 
ment retired,  credited  at   32, 080. 11 


The  above  outlays  may  include  some  or  all  of  the  undetermined  cost  of 
certain  lands  classified  herein  as  noncarrier.  The  carrier  or  its  predecessor 
have  not  charged  to  their  miscellaneous  physical  property  accounts  any 
amounts  that  represent  these  noncarrier  lands.  The  costs  of  the  above  landB, 
so  far  as  they  are  Indicated  by  accounting  records,  together  with  certain 
amounts  reported  by  the  company  as  costs  of  such  lands,  but  which  are  not 
supported  In  the  accounts,  are  stated  in  the  paragraphs  of  this  section  that  are 
devoted  to  cost  of  lands. 

Cost  of  lands. — The  carrier  reports  amounts  aggregating  $55,652.70  as  the 
outlays  by  Itself  and  its  predecessor  in  connection  with  lands  owned  or  used 
by  It,  Including  noncarrier  lands,  and  that  the  proceeds  from  the  sale  of 
parts  of  parcels  of  such  lands  aggregate  $604.  A  verification  of  the  amounts 
indicates  that  the  reported  outlays  should   be   reduced   by    $6,105.17,  as 


detailed  below : 

Additions,  understatement  of  land  costs     $601.08 

Deductions : 

Overstatement  of  land  costs   -    3,300.00 

Duplication  of  land  costs   3, 406. 25 

Total   0, 706. 25 

Net  total  deductions  6,105.17 


The  returns  made  by  the  carrier  include  certain  lands  for  which  merely 
nominal  deed  considerations  are  reported ;  certain  streets  and  highways 
vacated  to  the  company  or  its  predecessor  by  various  municipalities  without 
reported  considerations ;  certain  lands  held  by  adverse  possession ;  and  certain 
lands  for  which  there  Is  no  reference  to  evidence  of  title. 

The  amounts  reported  by  the  carrier  as  costs  for  the  remaining  lands  owned, 
after  making  the  changes  noted  above,  are  made  up  in  part  of  costs  supported 
by  accounting  records  and  in  part  of  substantial  considerations  named  in 
deeds  or  other  instruments  which  it  returned  as  coats,  but  which  are  not  sup- 
ported by  accounting  records.    The  costs  supported  by  accounting  records 
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amount  to  $036.70.  Tbe  deed  considerations  amount  to  §18,610.83,  and  from 
the  lands  so  acquired  parts  of  parcels  have  been  sold  for  proceeds  of  $604. 
The  foregoing  reported  costs  apply  to  lands  that  have  been  classified  as  carrier, 
owned  and  used;  carrier,  owned  but  not  used,  leased  to  The  Atchison,  Topeka 
and  Santa  Fe  Railway  Company ;  and  noncarrier  lands,  owned.  The  reported 
costs  can  not  be  stated  separately  for  these  three  classifications,  because  the 
carrier's  reports  do  not  give  sufficient  Information  to  identify  the  parcels. 
All  of  the  above  lands  are  located  in  the  State  of  Kansas. 

Co*t  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  four  units  of  equipment,  with  costs  aggregating  $17,882.  A  verification 
of  the  returns  of  the  carrier  indicates  that  16  units  of  roadway  machines 
should  be  added,  representing  8  hand  cars  and  8  push  cars  inventoried  but  not 
reported.  After  making  the  changes  noted  above  and  classifying  the  returns 
according  to  the  classification  herein  of  the  property  to  which  they  apply,  the 
revised  returns  are  summarized  as  follows : 


Unlta 


Costs  sup- 
ported by 
accounting 


Costs  est!- 
mated  i 


Machinery,  roadway  machines 

Equipment- 
Steam  locomoUvea  

Freight-train  cars  

Passenger-train  cars  

Total  


16 


$307  -  


$9,  650 


9,650 


by  tba  carrier  or  otherwise  not  supported  by 


MISCELLANEOUS  PHYSICAL 


The  accounts  of  the  carrier  do  not  record  any  investment  in  miscellaneous 
physical  property  as  of  date  of  valuation.  However,  certain  lands  owned  by 
the  carrier  have  been  classified  herein  as  noncarrier  lands.  A  summary  of 
the  costs  reported  by  the  company  as  applying  thereto,  with  revisions  made 
as  previously  explained,  is  stated  in  the  paragraphs  devoted  to  cost  of  lands  in 
the  section  on  original  cost  to  date.  The  portion  of  such  costs  that  would  be 
includible  in  the  miscellaneous  physical  property  account  has  not  been  indi- 
cated by  the  records  reviewed. 


AIDS,  GIFTS,  GIANTS,  AND  DONATIONS 

The  carrier  made  no  report  of  aids,  gifts,  grants,  or  donations  received  by  It 
The  Leavenworth,  Topeka,  and  South  Western  Railway  Company,  a  prede- 
cessor, Issued  $74,000  par  value  of  its  capital  stock  to  certain  townships  and 
cities  in  Kansas  in  exchange  for  a  like  par  value  of  township  and  city  bonds. 
The  company  transferred  such  bonds  to  a  contractor  in  part  payment  for  con- 
struction. The  report  of  the  carrier  upon  the  cost  of  its  lands  shows  that  certain 
parcels  were  acquired  through  deeds  that  recite  merely  nominal  consideration. 
Since  the  records  do  not  show  that  any  actual  payment  was  made  in  the  acqui- 
sition of  these  lands,  they  are  herein  designated  as  apparent  aids. 
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MATERIAL  AND  SUPPLIES 


No  report  upon  the  book  value  of  material  and  supplies  as  of  date  of  valua- 
tion can  be  given,  owing  to  the  fact  that  the  accounting  records  of  the  receiver 
were  not  obtained. 

RAILWAY 


The  receiver  of  the  carrier  uses  on  date  of  valuation  facilities  of  another 
company  to  the  extent  indicated  in  the  statement  below.  The  terms  of  use  and 
the  rentals  accrued  and  charged  to  Income  for  the  year  ending  on  date  of 
valuation  were  not  obtained. 


Jointly  used,  but  not  owned,  owned  by  The  Atchison,  Topeka,  and  Santa  Fe 
Railway  Company:  Tracks,  11.22  miles,  from  Meriden  Junction  to  Topeka, 
Kans. ;  tracks,  1.27  miles,  from  South  Leavenworth  to  Leavenworth,  Kans., 
including  station  facilities  at  latter  point. 


GENERAL  BALANCE  81 

A  general  balance  sheet  statement  as  of  date  of  valuation  was  not  filed  by 
the  carrier  or  Its  receiver  with  us. 


Leavenworth,  Topeka  and  South  Western  Railway  Company, 


INTRODUCTION 

The  property  of  the  Leavenworth,  Topeka  and  South  Western  Railway  Com- 
pany was  conveyed  to  its  successor  by  deed  dated  January  24,  1900,  but  the 
receiver  of  the  company  continued  to  operate  the  property  to  February  1, 
1900.  No  entries  were  recorded  in  the  corporate  books  of  the  company  sub- 
sequent to  March  10,  1894,  and  no  accounting  records  of  the  receiver  were 
obtained.  The  accounting  data  in  this  report  therefore  cover  the  period  from 
the  date  of  organization  to  March  10,  1894. 

The  Leavenworth,  Topeka  and  South  Western  Railway  Company  was  con- 
trolled on  October  12,  1899,  the  date  of  sale,  by  The  Atchison,  Topeka  and 
Santa  Fe  Railroad  Company  and  the  Union  Pacific  Railway  Company  jointly 
through  ownership  of  a  majority  of  its  capital  stock.  On  the  other  hand, 
the  records  reviewed  do  not  Indicate  that  this  company  Itself  then  controlled 
any  other  common-carrier  corporations.  The  property  of  this  company  was 
operated  during  its  corporate  life  as  indicated  below : 


Operated  by- 


Kansas  and  Eastern  Railroad  Construction  Company  

Tbo  Atchison,  Topeka  nnd  Snnt;i       ltailroad  Company,  as 

Union  Pacific  Rniiu  jy  Company,  as  agent.  _  

Unknown  

KCCtiVftT-  .          -  


From— 


Nov.  — ,  1882 
May  — ,  1SS3 
Jnn.  — ,  1880 
Mar.  17,1*94 
Apr.  23.18W 


To- 


May  -.lg 
Jnn. 

Mar  lfi.  M 
Apr.  22.1s* 
Jul  31.1M0 


The  railroad  operated  by  the  receivers  of  the  Leavenworth,  Topeka  sod 
South  Western  Railway  Company  on  the  date  of  sale  amounted  to  40.57  miles, 
all  of  which  was  owned  by  the  Leavenworth,  Topeka  and  8outh  Western  Rail- 
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way  Company.  It  consisted  of  a  single-track  standard-gauge  steam  railroad, 
extending  from  Merlden  Junction  to  Leavenworth,  Kana,  The  receivers  used 
under  trackage  rights  11.22  miles  of  road  of  The  Atchison.  Topeka  and  Santa 
Fe  Railroad  Company,  which  afforded  access  to  Topeka,  Kan*. 


DEVELOPMENT  OF  FIXED  PHYSICAL  PROrKETY 


The  entire  46.57  miles  of  road  owned  by  the  Leavenworth,  Topoka  and  South 
Western  Railway  Company  on  the  date  of  Rale  had  been  acquired  by  construc- 
tion. The  construction  work  was  performed  under  contract  by  the  Kansas 
and  Eastern  Railroad  Construction  Company,  an  affiliated  company.  Further 
details  with  respect  to  the  construction  of  this  property  are  given  in  the  section 
on  development  of  fixed  physical  property  in  the  report  on  the  carrier. 

HISTORY  OF  CORPORATE  FINANCING 


Syndicating,  banking,  and  other  financial  arrangements. — The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  were  made  in  connec- 
tion with  the  issuance  of  the  securities  of  the  Leavenworth,  Topeka  and  South 
Western  Railway  Company.  The  financial  arrangements  of  the  Leavenworth, 
Topeka  and  South  Western  Railway  Company  included  a  contract,  dated 
September  3,  1881.  with  the  Kansas  and  Eastern  Railroad  Construction  Com- 
pany for  the  construction  and  equipping  of  its  road.  Under  the  terms  of  this 
contract  the  Leavenworth,  Topeka  and  South  Western  Railway  Company  agreed 
to  issue  to  the  construction  company  for  each  mile  of  road  constructed  for  it 
$20,000  par  value  of  Its  capital  stock  and  $17,000  par  value  of  Its  first-mortgage 
bonds.  The  Leavenworth,  Topeka  and  South  Western  Railway  Company 
issued  its  securities  and  reacquired  certain  of  its  securities  under  conditions 
and  for  considerations  described  in  detail  In  the  paragraphs  of  this  section  de- 
voted to  capital  stock  and  long-term  debt. 

Capital  stock  and  long-term  debt. — From  the  date  of  Its  incorporation  to 
March  16,  1894,  the  Leavenworth,  Topeka  and  South  Western  Railway  Com- 
pany Issued  stock  and  long-term  debt,  as  indicated  by  its  records,  aggregating 
$8,527,000,  of  which  $2,724,000  was  actually  outstanding  and  $36,000  was  held 
by  or  for  the  company.   The  details  are  summarized  in  the  following  table : 


Class 


Issuod 


Retired  or 
bcld  by  or 

for  the 
cor  jpany 


Actually 
OUtatand- 


Stock,  capital  stock,  par  value,  common  

Long-term  debt,  fuuded  debt,  par  value,  issued. 

Total  


$1,  3S0,  000 
2,  147,000 


13*,  000 

767,000 


$1,344,000 
1.380,000 


3,627,000 


803,000 


2,  724. 000 


The  securities  held  by  or  for  the  company  consisted  of  $36,000  par  value  of 
its  capital  stock. 

Capital  stock. — The  authorized  capital  stock  of  the  Leavenworth,  Topeka  and 
South  Western  Railway  Company  was  $2,000,000  par  value,  divided  into  shares 
of  $100  par  value  each,  all  of  which  was  classified  as  cohiuiuo  stock.  The 
company  issued  capital  stock  in  exchange  for  the  following  xv^rded  eonsidera- 
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Consideration 

TBJUe 

* 

Issued: 

174,000 

1,270,000 

$74,000 

1,370,000 

1,344,000 

1,344,000 

36,000 

Total  Issued  to  treasury,  charged  to  road  and  equipment  inTestincnt  account. 

1,38a  ooo 

38,000 
1,344,000 

Outstanding  on  March  16,  1894;  not  recognized  In  the  reorganization  of  1900;  how- 
ever, a  majority  of  the  stock  was  held  r»y  The  Atchison,  Topckaund  Santa  Fe 
Railroad  Company  find  the  Union  Pacific  Railway  Company,  which  com- 



Funded  debt.— The  Leavenworth,  Topeka  and  South  Western  Railway  Com- 
pany issued  and  reacquired  funded  debt  In  exchange  for  the  following 
recorded  considerations: 


Consideration 

Recorded 
value 

Par  value 

Issued: 

$1,517,000 

630,000 

$1,017,000 
630,000 

Funded  debt,  $767,000  par  value,  retired  .  .    

2,147,000 

2,147,000 

Reacquired  and  retired,  funded  debt  issued  ($137,000  less  than  par  value) 
Outstanding  on  March  18,  1894,  exchanged  for  securities  of  the  successor.  (All 
or  practically  all  of  the  outstanding  bonds  were  held  by  The  Atchison,  Topeka 
and  Santa  Fe  Railroad  Company  and  the  Union  Pacific  Railway  Company, 

630,000 

787,000 

1,380,000 

The  difference  between  the  par  value  of  funded  debt  reacquired  and  the 
recorded  cost  of  reacqulsition,  being  an  amount  of  $137,000,  was  adjusted  by 
crediting  that  amount  to  the  road  and  equipment  investment  account  The 
funded  debt  of  the  Leavenworth,  Topeka  and  South  Western  Railway  Company 
actually  outstanding  on  March  16,  1894,  consisted  of  $1,380,000  par  value  of 
general-mortgage  4  per  cent  bonds,  dated  July  1,  1882,  due  July  1,  1012. 

Open  accounts. — In  addition,  this  company  on  date  of  sale  owned  $025,900.10, 
classified  as  open  accounts,  to  the  two  controlling  companies,  most  of  which 
represented  cash  advances  for  operating  purposes  or  interest  on  bonds. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  Leavenworth,  Topeka  and  South  Western  Railway  Com- 
pany, are  given  below. 

Income  ttatemcnt. — A  condensed  summary  of  the  income  accounts  for  the 
period  from  November,  1882,  to  March  16,  1894,  follows: 


Operating  income: 

Railway  operating  revenues   $555, 800.34 

Railway  operating  expenses   819, 035. 12 


Net  deficit  from  railway  operations   263,674.78 

Railway  tax  accruals   88,  702.  58 

Total  operating  deficit   352, 377. 36 
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Nonoperating  income   $S,  186.  53 

Gross  deficit   849,190.83 

Deductions  from  gross  Income   691,016.60 


Total  deficit   1,040,201.33 


Disposition  of  net  income,  income  debit  balance  transferred  to 
profit  and  loss   1,040,207.33 

Profit  and  loss  statement. — A  condensed  summary  of  the  profit  and  loss  ac- 
counts for  the  period  November,  1882,  to  March  16,  1894,  follows: 

Credits,  delayed-lncome  credits,  contributions  from  other  com- 

panles   $109,528.41 

Debits,  net  debit  balance  transferred  from  income   1,040,207.33 


Debit  balance  on  March  16,  1894   030,678.92 


INVESTMENT  IN  BOAD  AND  EQUIPMENT 

The  investment  of  the  Leavenworth,  Topeka  and  South  Western  Railway 
Company  in  road  and  equipment,  including  land,  on  March  16,  1894,  is  stated 
in  Its  books  as  $2,775,820.21,  of  which  the  following  is  a  general  analysis: 

For  original  construction: 

Capital  stock  issued  at  par  value  $1,270,000 

Funded  debt  issued  at  par  value   1, 517. 000 

Investment  in  municipal  bonds,  recorded  value.  _        74, 000 

  $2, 861, 000.  00 

For  additions  and  betterments,  recorded  money  outlay   18, 733. 71 

Total  of  the  above  items   2, 879, 733. 71 

Retirements : 

Road,  credited  at  $2, 328.  50 

Equipment,  credited  at   585.00 

  2,913.50 

2, 876. 820. 21 

Other  items,  net  credit: 

Debits,  capital  stock  issued  to  treasury,  charged 

hereto   36,  000 

Credit,  difference  between  the  par  value  of  funded 

debt  reacquired  and  the  recorded  cost  of  reac- 

quisltlon     137.  000 

  101.  000.  00 

Total  recorded  as  of  March  16,  1894   2,  775, 820. 21 

Examination  of  the  accounting  records  of  the  Kansas  and  Eastern  Railroad 
Construction  Company  indicates  that  it  made  a  recorded  money  outlay  of 
$1,017,534.11  in  the  construction  and  equipping  of  the  property  of  the  Leaven- 
worth, Topeka  and  South  Western  Railway  Company. 

INVESTMENTS  IN  OTHER  COMPANIES 

The  investments  of  the  Leavenworth,  Topeka  and  South  Western  Railway 
Company  in  other  companies  on  March  16,  1894,  were  stated  in  its  records 
at  a  total  book  value  of  $125,  and  represented  $12,500  par  value  of  capital 
stock  of  The  Leavenworth  Depot  &  Railroad  Company  that  had  been  acquired 
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from  the  Union  Pacific  Railway  Company,  and  for  which  the  company  received 
credit  in  a  current  open  account  in  the  amount  of  $125.  in  addition  to  the 
above,  the  Leavenworth,  Topeka  and  Sooth  Western  Railway  Company  ac- 
quired Investments  in  $74,000  par  valne  of  municipal  bonds  in  consideration 
for  capital  stock  issued  at  par  value.  All  of  these  bonds  were  surrendered 
at  par  In  acquisition  of  property. 

APPENDIX  3 

ANALYSIS  Or  METHODS  FOB  DETEBMININO  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First  the 
investment  in  a  stock  of  material  and  supplies ;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses  which 
has  been  collected,  has  reached  the  treasury,  and  has  become  available  for  pay- 
ing bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  In  part  by  Im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating  ex- 
penses will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.  The  factors  afTecting  cash  working  capital  are  as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  movement 
of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the 
time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges 
collected  at  destination,  in  addition,  the  time  for  movement  under  load,  the 
time  consumed  in  unloading,  and  the  credit  period  for  payment  of  charges; 
the  relative  amount  of  operating  expenses  for  various  purposes;  and  the 
elapsed  time  from  the  beginning  of  the  accrual  of  such  respective  expenses  to 
the  time  when  they  must  be  paid.  The  factors  in  most  cases  represent  the 
experience  of  all  Class  I  carriers  and  in  a  few  cases  consist  of  specially 
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assembled  data  from  the  experience  of  territorially  scattered  carriers  that 
represent  over  40  per  cent  of  the  operating  expenses  of  all  Class  I  carriers. 
For  material  and  supplies,  consideration  has  been  given  to  the  average  book 
value  of  the  stock  carried  by  all  Class  I  and  Class  II  carriers  on  June  30,  for 
the  years  1014-1916,  and  to  the  fact  that  some  part  of  this  stock  is  held  for  ad- 
ditions and  betterments  and  new  construction  and  that  some  part  represents 
more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  Including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
plicable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differ- 
ences are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and 
freight  service,  and  the  average  haul  of  freight  and  the  ratio  between  empty 
and  loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the 
revenues  from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation  is 
less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
affiliated  companies  or  to  other  special  circumstances,  the  carrier's  common- 
carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases,  the  value  found  for  working  capital  is  the 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

No  records  were  obtained  showing  that  there  is  any  stock  of  material  and 
supplies  or  cash  on  hand  on  date  of  valuation.  Accordingly,  no  working  capital 
is  found  to  be  owned  and  used  for  common-carrier  purposes  as  of  date  of 
valuation. 
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Valuation  Docket  No.  530 
FULTON  CHAIN  RAILWAY  COMPANY 


Submitted  July  16,  1925.   Decided  October  8,  1926 


Final  value  for  rate  making  purposes  of  the  property  of  the  Pulton  Chain 
Railway  Company,  owned  and  used  for  common-carrier  purposes,  found 
to  be  $56,000,  as  of  June  30,  1917. 

Report  of  the  Commission 

Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 

By  Division  1 : 

The  Fulton  Chain  Railway  Company,  hereinafter  called  the  car- 
rier, is  a  corporation  of  the  State  of  New  York.  It  owns  and  oper- 
ates a  single-track  standard-gauge  steam  railroad,  extending  from 
Fulton  Chain,  N.  Y.,  to  Old  Forge,  N.  Y.,  a  distance  of  2.204  miles. 
It  also  owns  0.437  mile  of  yard  tracks  and  sidings. 

By  our  order  of  May  11,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30,  1917,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  value  herein  reported. 

The  tentative  valuation  will  be  made  final 
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Order 
Entered  October  8, 19U 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commis- 
sion under  and  in  compliance  with  the  authority  conferred  and 
the  duties  imposed  upon  it  by  section  19a  of  the  interstate  com- 
merce act,  was  duly  given  to  said  carrier  and  to  the  Attorney 
General  of  the  United  States,  the  Governor  of  New  York,  and  the 
New  York  Public  Service  Commission; 

It  further  appearing,  That  no  protest  against  said  tentative  valu- 
ation was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in  paragraph  (h)  of  said  section  19a: 

ft  is  ordered,  That  the  following  be,  and  it  is  hereby  declared 
to  be,  the  final  valuation  of  the  property  of  the  Fulton  Chain  Rail- 
way Company  as  of  June  30,  1917 : 

Location  and  general  description  of  property. — The  railway  of 
the  Fulton  Chain  Railway  Company,  hereinafter  called  the  carrier, 
is  a  single-track  standard-gauge  steam  railroad,  located  in  the  State 
of  New  York.  The  owned  main  line  extends  easterly  from  Fulton 
Chain  to  Old  Forge,  a  distance  of  2.204  miles.  The  carrier  also 
owns  and  uses  0.437  mile  of  yard  tracks  and  sidings.  Its  road  thus 
embraces  2.641  miles  of  all  tracks  owned.  The  property  is  operated 
by  The  New  York  Central  Railroad  Company,  as  agent  for  the 
carrier. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $63,000  in  capital  stock  and 
long-term  debt,  of  which  $21,000  represents  common  stock  and 
$42,000  funded  debt. 

Results  of  corporate  operations. — For  the  period  from  May  1, 
1901,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  53.3  per  cent  of  the  railway  operating  revenues.  No 
dividends  have  been  paid. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  in  road, 
including  land,  no  equipment  being  owned,  on  date  of  valuation,  is 
stated  in  the  books  of  the  carrier  as  $64,038.25,  of  which  $60,600,  less 
an  undetermined  portion  thereof  assignable  to  offsetting  items 
recorded  at  $4,200,  represents  considerations  other  than  money,  the 
cash  value  of  which  at  the  time  of  the  transaction  we  are  not  able 
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to  report  because  it  has  been  impossible  to  obtain  the  information. 
There  may  be  included  in  the  amount  above  stated  some  or  all  of 
the  cost  of  noncarrier  lands  owned.  Further  information  will  be 
found  in  Appendix  2. 

Cost  of  reproduction  new  and  coat  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  owned 
and  used  by  the  carrier,  are  $44,939  and  $33,468,  respectively.  These 
amounts,  classified  in  conformity  with  the  classification  of  expendi- 
tures for  road  and  equipment  as  prescribed  by  us,  are  shown  in  the 
summary  sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  30.69  acres  of  lands.  The  original  cost 
of  these  lands  can  not  be  ascertained,  as  the  necessary  accounting 
records  are  not  obtainable,  but  data  that  are  obtainable  on  their 
original  cost  will  be  found  in  Appendix  2.  The  present  value  of 
these  lands  is  $21,043.66. 

Property  held  for  purposes  other  than  those  of  a  common  carrier.— 
The  carrier  owns  and  holds  for  noncarrier  purposes  11.31  acres  of 
lands.  The  total  original  cost  of  these  lands  can  not  be  ascertained, 
as  the  necessary  accounting  records  are  not  obtainable,  but  the  orig- 
inal cost  of  a  portion  thereof,  so  far  as  supported  by  the  accounting 
records,  is  $2,000.  Other  data  on  their  original  cost  will  be  found  in 
Appendix  2.  The  present  value  of  the  11.31  acres,  including  the 
value  of  improvements  thereon,  is  $5,955.81.  As  shown  in  Appendix 
3,  we  find  that  no  working  capital  is  used  for  common-carrier  pur- 
poses by  the  carrier  on  date  of  valuation.  The  carrier's  balance  sheet 
shows  that  it  owns  $7,446  in  cash,  and  this  sum  is,  therefore,  held 
for  noncarrier  purposes. 

Aid 8,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
has  made  no  report  of  the  receipt  of  any  aids,  gifts,  grants,  or 
donations,  and  none  were  found  of  record. 

Material  and  supplies. — The  carrier  has  no  material  or  supplies 
on  hand. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  here  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  wholly  owned  and  used,  devoted 
by  it  to  common-carrier  purposes  is  found  to  be  $56,000.  No  work- 
ing capital,  including  material  and  supplies,  is  found  to  be  owned 
or  used  by  the  carrier.  No  other  values  or  elements  of  value  to 
which  specific  sums  can  now  be  ascribed  are  found  to  exist. 
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Appendixes. — Attached  hereto  and  made  a  part  hereof  are  appen- 
dixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  his- 
tory and  organization  of  the  present  and  predecessor  corporation; 
moneys  received  by  reason  of  issues  of  stocks  and  bonds,  together 
with  the  syndicating,  banking,  and  other  financial  arrangements 
attending  their  issue;  the  net  and  gross  earnings;  a  statement  of 
the  expenditures  of  moneys  accompanied  by  a  statement  of  the 
purposes  thereof;  the  development  of  fixed  physical  property;  in- 
vestment in  road  and  equipment;  the  cost  of  lands,  rights  of  way, 
and  terminals;  the  general  balance  sheet  statement;  and  other  per- 
tinent information.  Appendix  3  is  a  statement  of  the  method  for 
determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  operates,  give  the  details  respecting 
the  figures  here  reported  and  are  on  file  in  the  Bureau  of  Valuation 
of  the  commission,  open  to  public  inspection,  and  subject  to  the 
direction  of  Congress.  These  reports  are  referred  to  for  greater 
particularity  as  to  the  matters  herein  stated. 


APPENDIX  1 
TEAFFIC  CONNECTIONS 

The  carrier  has  direct  connection  for  the  Interchange  of  traffic  with  the 
line  of  The  New  York  Central  Railroad  Company  at  Fulton  Chain. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  line  of  the  carrier  lies  In  the  Adirondack  Mountains  and  traverses  a 
gently  rolling  country,  heavily  timbered  with  spruce,  hemlock,  tamarack,  birch, 
and  beech.   The  soil  is  sandy,  underlaid  with  gravel  and  other  glacial  deposits. 

ECONOMIC   CONDITIONS   RELATING  TO  TRAFFIC 

During  the  summer  months  there  Is  considerable  tourist  travel,  the  chain 
of  lakes  heing  noted  for  its  camping  sites.   These  lakes  are  reached  via  the 
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Fulton  Navigation  Company's  line,  which  connects  with  that  of  the  carrier  at 
Old  Forge.   The  hauling  of  ice  Is  the  principal  business  during  the  winter 


PHYSICAL  CHARACTERISTICS  OF  ROAD 

Grading.— The  grading  is  light,  averaging  about  11,000  cubic  yards  per  mile, 
and  is  common  excavation,  except  for  a  small  amount  of  loose  and  solid  rock 
material. 

Bridges,  treaties,  and  culverts. — The  only  bridge  on  the  line  is  a  through- 
truss  span,  110  feet  long,  on  two  stone  abutments  over  Moose  River. 

Ties. — Grossties  are  principally  of  pine,  with  a  small  percentage  of  oak  and 
birch. 

Rail. — The  main  line  is  laid  mostly  with  67  and  80  pound  re-lay  rail. 
Ballast. — The  track  is  ballasted  with,  gravel. 

EQUIPMENT 

The  carrier  owns  no  equipment,  the  necessary  equipment  for  train  service 
being  furnished  by  The  New  York  Central  Railroad  Company. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47, 
inclusive.  General  expenditures,  exclusive  of  interest,  have  been  estimated  at 
1.5  per  cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during 
construction  has  been  estimated  for  one-half  the  construction  period  of  six 
months,  plus  three  months,  at  6  per  cent  per  annum  on  all  road  and  general- 
expenditures  accounts,  except  accounts  2  and  76. 

SUMMARY 

Wholly  owned  and  used 


Account 


1 

8 
i: 
8 
D 
10 
11 
12 
IS 
16 
86 


I.  ROAD 

Engineering  

Grading  

\  Bridges,  trestles,  and  culverts  

i  Tit*  

Kails  

OtheT  track  material   

Ballast   

Trncklnying  find  surfacing  

Crossings  and  signs  

Station  and  office  buildings  

Telegraph  and  telephone  lines..  


Cost  of  re- 
production 
new 


Cost  of  re- 
production 
Ws  depre- 
ciation 


Total,  1,  and  3  to  47,  Inclusive. 


UI.  GENERAL  EXPENDITURES 


71  Organisation  expense*  

72  ;  Oojieral  officers  and  dorks  

73  Ivaw  

74  Stationery  and  printing  

7.=.  Taxes   

77  1  Other  ftxjiendltures,  Renrral.. 

76  Interest  during  const ruction.. 


Total,  71  to  77, 
Orand  total,  1,  and  3  to  77,  inclusive  
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APPENDIX  2 

INTRODUCTORY 

The  carrier  is  a  corporation  of  the  State  of  New  York,  having  its  local 
office  at  Baquette  Lake,  N.  Y„  and  its  general  administrative  office  at  New 
York  City.  The  records  reviewed  do  not  indicate  that  the  carrier  is  con- 
trolled by  any  individual  or  corporation  on  date  of  valuation,  nor,  on  the 
other  hand,  that  the  carrier,  itself,  controlled  any  common-carrier  corporations. 
The  property  of  the  carrier,  from  date  of  incorporation  to  date  of  valuation, 
has  been  operated  by  The  New  York  Central  Railroad  Company  and  its  pred- 
ecessors as  agents  for  the  owners,  under  agreement  dated  May  29,  1901. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  February  25,  1902,  under  the  general  laws  of 
the  State  of  New  York,  for  the  purpose  of  acquiring  by  purchase  the  property 
of  the  Fulton  Chain  Railroad  Company.  The  following  chart  shows  the 
names  of  the  corporations,  the  respective  dates  of  incorporation,  and,  for  its 
predecessor,  the  date  and  manner  of  succession.  Reference  to  each  corporation 
is  made  in  the  last  column  by  its  respective  number  shown  in  the  first  column. 


Name 

Incorporation 

Succession 

1.  Fulton  Chain  Rail- 

way Company. 

2.  Fulton  Chain  Rail- 

road Company. 

Under  general  laws  of  New 

York,  Feb.  26, 1902. 
Under  genera]  laws  of  New 
York,  Jan.  20, 1896. 

Pursuant  to  decree  of  the  Supreme  Court  of  Now 
York  the  property  was  conveyed  on  Feb.  8, 
1902,  to  W.  Seward  Webb,  who  reconveyad  to 
1  by  deed  dated  Mar.  5. 1902. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  entire  2.204  miles  of  road  owned  by  the  carrier  was  acquired  by  pur- 
chase. This  railroad  was  constructed  by  the  Fulton  Chain  Railroad  Com- 
pany. While  the  construction  period  was  not  determined,  the  property  was 
placed  In  operation  in  1896. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements.— The  records  of 
the  carrier  do  not  indicate  that  any  syndicating  arrangements  were  made  in 
connection  with  the  issuance  of  its  securities.  Financial  arrangements  of  this 
company  include  the  issuance  of  its  capital  stock  and  funded  debt  in  the 
acquisition  of  the  property  of  the  Fulton  Chain  Railroad  Company.  On  ac- 
count of  relatively  small  credit  balances  resulting  from  the  operation  of  the 
road  and  no  dividends  having  been  paid,  the  stockholders  and  bondholders 
offered  to  transfer  their  holdings  to  The  New  York  Central  Railroad  Com- 
pany, which  company  agreed  to  accept  and  cancel  the  bonds  and  cause  the 
mortgages  to  be  satisfied  of  record.  On  September  15,  191G,  The  New  York 
Central  Railroad  Company  petitioned  the  Public  Service  Commission  of  New 
York  for  authority  to  acquire  the  capital  stock,  and  on  March  14,  1917,  the 
authority  was  granted.  However,  a  transfer  of  the  securities  was  not  recorded 
as  of  date  of  valuation.  The  carrier  has  issued  its  securities,  assumed 
securities  Issued  by  others,  and  reacquired  certain  of  Its  securities  under 
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conditions  and  for  considerations  described  in  detail  in  the  paragraphs  of 
this  section  devoted  to  capital  stock  and  long-term  debt. 

Capital  stock  and  long-term  debt. — From  the  date  of  Its  Incorporation, 
February  25,  1902,  to  date  of  valuation,  the  carrier  has  issued  or  assumed 
capital  stock  and  long-term  debt,  as  indicated  by  Its  records,  aggregating 
$65,000  par  value,  of  which  $63,000  is  actually  outstanding.  The  details  are 
summarized  in  the  following  table. 


Issued  or 

assumed 

Retired 

Actually 
out^tand- 
log 

$21.  000 

$21,000 

Lone-term  debt,  funded  debt,  per  value: 

42,000 
2,000 

42,000 

$2,000 

44,000 

2,000 

42.000 

Grand  total   66,000 

2,000 

03,000 

Capital  stock.— The  authorised  capital  stock  of  the  carrier  is  $21,000  par 
value,  divided  into  shares  of  $100  each,  all  classed  as  common  stock.  The 
carrier  has  Issued  capital  stock  in  exchange  for  the  following  recorded  con- 
siderations : 


Consideration 

Recorded 

Issued: 

$4,400 
1«.  fi<» 

$4,400 

i«,wo 

Unapportloncd  part  of  property  of  the  Pulton  Chain  Railroad  Company  

Total  Issued  for  considcraUona  

21.000 

5-SE 

21.000 

Outstanding  on  date  of  valuation.  .  .  . — .  .  

Funded  debt.— The  carrier  has  issued  or  assumed  and  reacquired  funded 
debt  in  exchange  for  the  following  recorded  considerations: 

Consideration 

Recorded 

Par  value 

Issued,  une-r  portioned  part  of  property  of  the  Fulton  Chain  Railroad  Company  

$42,000 
2,000 

$42,000 
2.000 

Total  issued  or  assumed  for  considerations  

Reacquired  and  retired,  cash.  „   . 

44,000 
2,000 

44,000 

2,000 
2,000 
42.000 

Outstanding  on  date  of  valuation  

A  statement  of  the  funded  debt  of  the  carrier  actually  outstanding  on  date 
of  valuation  follows. 


Title  of  security 


First-mortKage  5  per  rent  gold  bonds. . 
Income-mortgage  6  per  cent  gold  bonds . 


Total. 


Actually 
out- 


■as 
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RESULTS    OF   CORPORATE  OPERATIONS 

Although  not  incorporated  until  February  25,  1902,  the  carrier  recorded 
operations  of  its  property  beginning  May  1,  1901.  The  results  of  corporate 
operations,  as  shown  in  the  income  and  profit  and  loss  accounts,  are  given 
below. 

Income  statement.— A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation  and  for  the  period  May  1,  1901,  to  date  of 
valuation  follows. 


YeAr 

Period 

OpcnUing  incx/tuii: 

Railway  operating  revenues  

$13,  782.  44 

$162,  574.  60 
Hfi  ATI  *>a 

5,  178,  97 
J47.  <S2 

75.4M1.  32 
4,  310.  TO 

4,831.35 

71,600.93 

Nonopcrntine  income: 

1,  3-0.  25 

1,300.25 
18.00 
l,fx37.  32 

I  ts  81 

I,  KM,  <*> 

3.  045.  57 

fi,  370.41 

74.fvl6.60 

Deductions  from  gross  income: 

lJire  of  equipineut  

son.  ^7 

1.0*0.00 

10,  ooo.  IS 
16.  231.  25 
1.33 
»,  tti2  78 

4,  4S3.  44 

47,  723  74 

Disposition  irf  net  income,  income  credit  balance  trnnsferred  to  profit  and  loss... 

4.4S:1.44 

47,  723.7: 

Profit  and  loan  statement. — A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  May  1,  1901,  to  date  of  valuation  follows : 

Credits: 

Credit  balance  transferred  from  income  $47, 723. 74 

Unrefundable  overcharges   .38 

Miscellaneous  credits,  accounts  written  off   .50 

Credit  balance  on  date  of  valuation   47,  724.  57 


INVESTMENT  IN  ROAD  AND  KQUIl'MKNT 


The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on  date 
of  valuation  is  stated  in  its  books  as  $04,038.25,  of  which  the  following  is  a 
general  analysis: 

For  purchase  of  the  property,  rights,  and  franchises  of 
the  Fulton  Chain  Railroad  Company,  outlay  in  securi- 
ties issued  at  par  value: 

Capital  stock  $16,600.00) 

Funded  debt   42, 000. 00  J 

liei.  ac. 
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For  additions  and 

Outlay  in  securities  assumed  at  par  value,  bonds 
and  mortgages  on  land  and  real  estate   $2, 000.00",    „   ,OD  . 


Recorded  money  outlay   7, 638. 25 


I 


Total  of  above  items   68,238.25 

Retirements,  equipment,  credited  at   4*200.00 

Total  recorded  as  of  date  of  valuation   64, 038. 25 

The  above  outlay  Includes  $2,000  representing  the  cost  of  certain  lands  classi- 
fied herein  as  noncarrler  lands.  It  also  may  include  some  or  all  of  the  cost  of 
lands  classified  herein  as  partly  carrier  and  partly  noncarrler.  The  carrier  has 
not  charged  to  its  miscellaneous  physical  property  account  any  amounts  as  rep- 
resenting its  investment  in  these  noncarrler  lands.  The  costs  of  the  above 
lands  so  far  as  they  are  Indicated  by  accounting  records,  are  stated  in  the 
paragraphs  devoted  to  cost  of  lands  in  the  section  on  original  cost  to  date. 


ORIGINAL  COST  TO  DAT! 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  The  road  was  constructed  by  the  Fulton  Chain  Railroad  Company 
whose  records  are  not  available.  For  improving  the  2.204  miles  of  road,  in- 
cluding land,  and  equipment  acquired  from  its  predecessor,  the  data  obtained 
from  the  accounts  of  the  carrier  are  as  follows : 

Recorded  money  outlay  $7, 638. 25 

From  which  should  be  deducted  whatever  portion,  not  definitely 
determinable,  of  the  above  outlay,  represents  equipment  retired, 
credited  at   4,200.00 

Cost  of  lands— The  carrier  reports  amounts  aggregating  $65,047.50  as  the 
outlays  by  itself  and  its  predecessor,  in  connection  with  lands  owned  or  used 
by  It,  including  noncarrler  lands.  The  amounts  reported  by  the  carrier  as 
costs  for  the  remaining  lands  owned,  are  made  up  in  part  of  costs  supported 
by  accounting  records  and  in  part  of  substantial  considerations  named  in 
deeds,  or  other  instruments,  which  the  carrier  returned  as  costs,  but  which  are 
not  supported  by  accounting  records.  These  amounts  classified  according  to 
the  classification  herein  of  the  lands  to  which  they  apply,  are  summarized  as 
follows : 


Costs  sup- 
ported by 
accounting 
records 

Amounts 
not  sup 
ported  by 
accounting 

Lands  classified  as  carrier,  owned  and  vised;  Includes  cost  of  one  parcel  classified 
as  partly  carrier  and  partly  noncnrrier  land  

"uooaoo* 

$63,  M7. 50 

Lands  classified  as  partly  carrier  and  partly  noncarrior.  owned  and  partly  used; 
cost  Included  in  cost  of  carrier  lands  and  not  separable  

All  of  the  above  lands  are  located  in  the  State  of  New  York. 
C«>#<  of  machinery  and  equipment. — The  carrier  reports  that  it  does  not 
own  any  equipment  or  machinery. 
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MISCELLANEOUS   PHYSICAL  PROPERTY 

The  accounts  of  the  carrier  do  not  record  any  Investment  in  miscellaneous 
physical  property  as  of  date  of  valuation.  However,  certain  lands  owned  by 
the  carrier  have  been  classified  herein  as  noncarrier.  A  summary  of  the 
costs,  reported  by  the  company  as  applying  to  the  noncarrier,  is  stated  in  the 
section  devoted  to  cost  of  lands  in  the  chapter  on  original  cost  to  date.  The 
amount  of  $2,000  as  previously  explained  would  be  includible  in  the  miscel- 
laneous physical  property  account.  Also  there  have  been  classified  herein  cer- 
tain parcels  of  land  as  partly  carrier  and  partly  noncarrier,  the  costs  of  which 
are  included  in  the  costs  of  carrier  lands,  and  are  not  separately  determinable 
from  the  records  reviewed. 

AIDS.  GIFTS,  O RANTS,  AND  DONATIONS 

The  carrier  has  made  no  report  of  aids,  gifts,  grants,  or  donations.  An 
examination  of  the  records  does  not  indicate  that  any  were  received. 

GENERAL  BALANCE   SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  as  follows : 

ASSETS 


Investments,  investment  in  road  and  equipment  $64,038.25 


Current  assets: 

Cash     7, 445. 76 

Demand  loans  and  deposits   47,230.38 

Traffic  and  car-service  balances  receivable    1, 720. 53 

Net  balance  receivable  from  agents  and  conductors   90. 22 


Total   56.495.89 

Unadjusted  debits,  other  unadjusted  debits   364.67 


Grand  total   120,898.81 

LIABILITIES 

Stock,  capital  stock   21,000.00 

Long-term  debt,  funded  debt  unmatured   42, 000. 00 


Current  liabilities: 

Traffic  and  car-service  balances  payable   919. 71 

Audited  accounts  and  wages  payable   154.  53 

Interest  matured  unpaid   8, 925.  00 

Unmatured  Interest  accrued   175.00 


Total     10,174.24 

Corporate  surplus,  profit  and  loss,  credit  balance   47, 724. 57 


Grand  total   120,  808. 81 
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Predecessor  Company 

Fulton  Chain  Railroad  Company,  Predecessor  of  the  Carries 

The  accounting  records  of  the  Fulton  Chain  Railroad  Company  were  not 
obtained.  Therefore,  no  information  can  be  given  from  its  accounts  in 
connection  with  its  financial  dealings,  corporate  operations,  or  investments. 
The  records  of  the  successor  company  do  not  indicate  whether  the  Fulton 
Chain  Railroad  Company  was  controlled  by  any  individual  or  corporation  on 
March  5,  1902,  the  date  of  sale,  nor,  on  the  other  hand,  whether  it  controlled 
any  common-carrier  corporations.  The  company  owned  on  the  date  of  sale, 
2.204  miles  of  single-track  standard-gauge  steam  railroad  extending  from 
Fulton  Chain  to  Old  Forge,  N.  T.,  all  of  which  was  acquired  by  construction. 
The  report  of  New  York  Railroad  Commissioners  for  the  year  ended  June  30, 
1897,  states  that  the  authorized  capital  stock  was  $00,000  par  value,  divided 
into  shares  of  $100  each,  and  that  $35,000,  par  value,  first-mortgage  5  per 
cent  bonds  were  sold  for  $36,000  cash.  These  statements  are  not  supported 
in  records  reviewed.  No  outlay  by  this  company  for  construction  of  its 
property  can  be  stated. 

APPENDIX  8 

ANALYSIS  OF  METHODS  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  thst 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses  which 
has  been  collected,  has  reached  the  treasury,  and  has  become  available  for 
paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  Is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  sueh  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met  from 
maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the  propor- 
tion of  all  accrued  revenues  from  service  within  the  period  that  reaches  the 
treasury  within  that  period-  The  remaining  proportion  of  operating  expenses 
will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet  expenses 
in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and  sup- 
plies. The  factors  affecting  cash  working  capital  are  as  follows :  The  relative 
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amount  of  revenue  from  the  various  classes  of  service;  the  elapsed  time  from 
tbe  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the  revenues  for 
the  service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty 
cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the  time  the 
receipts  are  In  transit  to  the  treasury,  and,  for  freight  with  charges  collected 
at  destination,  in  addition,  the  time  for  movement  under  load,  the  time  con- 
sumed in  unloading,  and  the  credit  period  for  payment  of  charges ;  the  relative 
amount  of  operating  expenses  for  various  purposes ;  and  the  elapsed  time  from 
the  beginning  of  the  accrual  of  such  respective  expenses  to  the  time  when  they 
must  be  paid.  The  factors  in  most  cases  represent  the  experience  of  all  Class 
I  carriers  and  in  a  few  cases  consists  of  specially  assembled  data  from  the  ex- 
perience of  territorially  scattered  carriers  that  represent  over  40  per  cent  of 
the  operating  expenses  of  all  Glass  I  carriers.  For  material  and  supplies,  eon* 
sideration  has  been  given  to  the  average  book  value  of  the  stock  carried  by 
all  Class  I  and  Class  II  carriers  on  June  30  for  the  years  1914-191G,  and  to 
the  fact  that  some  part  of  this  stock  is  held  for  additions  and  betterments  and 
new  construction  and  that  some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
plicable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and  loaded 
car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues  from 
each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  Included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of 
a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's  com- 
mon-carrier property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases,  the  value  found  for  working  capital  is  the 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  date  of  valuation,  the  fact  that  no 
stock  of  material  and  supplies  is  carried  by  this  company,  the  nature  of  the 
traffic,  and  the  current  operating  assets  and  liabilities  on  date  of  valuation.  It 
is  found  that  no  working  capital  is  used  for  common-carrier  purposes  by  the 
carrier  on  date  of  valuation. 
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Valuation  Docket  No.  820 
ARCATA  AND  MAD  RIVER  RAILROAD  COMPANY 


Submitted  September  20,  1926.    Decided  October  8,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Areata  and  Mad 
River  Railroad  Company,  owned  and  used  for  common-carrier  purposes, 
found  to  be  $421,200,  as  of  June  30, 1017. 

Report  of  the  Commission 

Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 

Br  Division  1 : 

The  Areata  and  Mad  River  Railroad  Company,  hereinafter  called 
the  carrier,  is  a  corporation  of  the  State  of  California,  controlled  by 
the  Northern  Redwood  Lumber  Company  through  stock  ownership. 
It  owns  and  operates  a  single-track  narrow-gauge  steam  railroad 
extending  from  Areata,  Calif.,  to  KorbeL,  Calif.,  a  distance  of  14.480 
miles.  It  also  owns  8.511  miles  of  yard  tracks  and  sidings. 

By  our  order  of  May  14,  1926,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation  as  of  June  30,  1917,  of  the  property  of 
the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law. 

The  carrier  filed  a  protest  against  the  tentative  valuation  within 
the  statutory  period.  The  proceeding  was  assigned  for  hearing  and 
due  notice  given.  The  carrier  entered  no  appearance  at  the  hearing 
and  presented  no  evidence  or  brief  in  support  of  its  protest. 

The  tentative  valuation  will  be  made  final. 


Order 

Entered  October  8, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  California,  and  the  Railroad  Commission  of 
California,  and  that  protest  against  said  tentative  valuation  was  filed 

116  L  0.0. 


Digitized  by  Go< 


ABCATA  A  MAD  RIVER  R.  B.  00. 


543 


with  the  commission  by  said  carrier  within  the  80-day  period  specified 
in  paragraph  (h)  of  said  section  19a ; 

It  further  appearing,  That  hearing  on  said  protest  was  set  for 
September  20, 1926,  and  that  due  notice  thereof  was  given  said  carrier 
and  the  other  parties  above  named ; 

And  it  further  appearing,  That  on  the  date  fixed  for  said  hearing 
no  appearance  was  entered  for  said  carrier  or  for  any  of  the  above- 
named  parties,  and  no  brief  was  filed  or  argument  made  in  support 
of  said  protest,  and  the  matter  was  thereupon  taken  under  advisement 
by  the  commission ;  upon  consideration  thereof : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Areata  and  Mad  River 
Railroad  Company  as  of  June  30,  1917 : 

Location  and  general  description  of  property. — The  railroad  of 
the  Areata  and  Mad  River  Railroad  Company,  hereinafter  called 
the  carrier,  is  a  single-track  narrow-gauge  steam  railroad,  extend- 
ing in  an  easterly  direction  from  Areata  to  Korbel,  Calif.,  a  distance 
of  14.480  miles.  The  carrier  also  owns  and  uses  8.511  miles  of  yard 
tracks  and  sidings.  Its  road  thus  embraces  22.991  miles  of  all  tracks 
owned.  The  carrier  is  an  industrial  railroad.  It  reports  that  during 
the  year  1917  it  handled  79,873  tons  of  freight,  of  which  72,680  tons 
represented  products  of  forest,  most  of  which  was  received  from  the 
controlling  interest,  the  Northern  Redwood  Lumber  Company. 

Capital  stock  and  long-term  debt, — The  carrier  has  outstanding,  on 
date  of  valuation,  a  total  par  value  of  $187,740  in  common  stock. 

Results  of  corporate  operations. — For  the  period  from  1885  to  date 
of  valuation  the  aggregate  railway  operating  expenses  have  been 
67.2  per  cent  of  the  railway  operating  revenues.  During  the  period 
of  10  years  preceding  date  of  valuation  average  annual  dividends  of 
36.5  per  cent  on  the  common  stock  have  been  declared. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common-car- 
rier property  of  the  carrier  can  not  be  ascertained,  as  the  necessary 
records  are  not  available.  Such  information  respecting  actual  ex- 
penditures as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the 
books  of  the  carrier  as  $285,807.22.  An  analysis  of  this  amount  can 
not  be  made  from  the  obtainable  records. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  wholly  owned  and  used  by  the  carrier,  are 
$519,118  and  $394,815,  respectively.  These  amounts,  classified  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
ment as  prescribed  by  us,  are  shown  in  the  summary  sheet,  which  is 
a  part  of  Appendix  1. 
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Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses  for 
common-carrier  purposes  59.27  acres  of  lands.  The  original  cost  of 
these  lands  can  not  be  ascertained,  as  the  accounting  records  are  not 
obtainable.  Data  on  their  original  cost  will  be  found  in  Appendix  2. 
Their  present  value  is  $17,231.41.  The  estimates  of  cost  of  repro- 
duction covered  by  this  report  are  based  upon  the  1914  level  of  prices, 
while  the  present  values  of  the  common-carrier  lands  covered  by  the 
report  are  based  upon  the  fair  average  of  the  normal  market  value 
of  lands  adjoining  and  adjacent  to  the  rights  of  way,  yards,  and  ter- 
minals of  the  carrier,  as  of  valuation  date.  This  discrepancy  will  be 
removed  when  we  adjust  to  later  dates,  in  accordance  with  the 
requirements  of  the  valuation  act,  the  final  value  herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  carrier.— 
The  carrier  owns  and  holds  for  noncarrier  purposes  67.98  acres  of 
lands.  The  original  cost  of  these  lands  can  not  be  ascertained,  as 
the  accounting  records  are  not  obtainable.  Data  on  their  original 
cost  will  be  found  in  Appendix  2.  Their  present  value,  including  the 
value  of  improvements  thereon,  owned  by  the  carrier,  is  $9,413.30. 
The  carrier  owns  and  holds  cash  on  hand  and  material  and  supplies 
in  the  amount  of  $7,537.  Of  this  amount,  $6,200  is  necessary  for  its 
use  as  working  capital,  and  that  sum  is  included,  therefore,  in  the 
final  value  stated  elsewhere  in  this  report.  The  remainder,  $1,337, 
is  owned  and  held  by  the  carrier  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
reports  that  it  has  received  no  aids,  gifts,  grants  of  rights  of  way, 
or  donations,  and  none  is  found  of  record. 

Material  and  supplies. — The  book  value  of  material  and  supplies 
on  hand  on  date  of  valuation  is  shown  in  the  records  of  the  carrier 
as  $7,337.18. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  here  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  wholly  owned  and  used,  devoted 
by  it  to  common-carrier  purposes,  is  found  to  be  $421,200.  The  sum 
of  $6,200  is  included  in  the  value  above  stated  on  account  of  working 
capital,  including  material  and  supplies.  No  other  values  or  ele- 
ments of  value  to  which  specific  sums  can  now  be  ascribed  are  found 
to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  appen- 
dixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheet  showing  the  classification  of  the  cost  of  reproduction  new 
and  cost  of  reproduction  less  depreciation  above  set  forth,  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
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ment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history  and 
organization  of  the  present  and  predecessor  corporations;  money 
received  by  reason  of  issues  of  stock,  together  with  the  syndicating, 
banking,  and  other  financial  arrangements  attending  their  issue; 
the  net  and  gross  earnings;  the  development  of  fixed  physical  prop- 
erty; investment  in  road  and  equipment;  the  cost  of  lands,  rights 
of  way,  and  terminals;  the  general  balance  sheet  statement;  and 
other  pertinent  information.  Appendix  3  is  a  statement  of  the 
method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
California,  the  State  in  which  the  carrier  operates,  give  the  details 
respecting  the  figures  here  reported,  and  are  on  file  in  the  Bureau 
of  Valuation  of  the  commission,  open  to  public  inspection,  and  sub- 
ject to  the  direction  of  Congress.  These  reports  are  referred  to  for 
greater  particularity  as  to  the  matters  herein  stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

Passenger  and  freight  business  is  transferred  at  Areata  from  the  narrow- 
gauge  equipment  of  the  carrier  to  the  standard-gauge  equipment  of  the  North- 
western Pacific  Railroad  Company. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  climate  is  temperate.  The  rainfall  is  very  heavy  in  this  part  of 
California,  averaging  about  50  inches  per  annum. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  carrier  is  primarily  a  lumber  road,  although  it  handles  some  traffic  for 
the  small  farming  communities  which  are  found  in  the  cleared  and  logged-off 
lands.   The  timber  industry  furnishes  the  bulk  of  its  business. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

Grading. — The  grading  is  generally  light,  with  a  considerable  percentage 
of  classified  material.  A  small  amount  of  subsidence  Is  found  in  the  marshes 
near  the  coast. 

Bridges,  trestles,  and  culverts.— -The  bridges  are  pUe  trestles  with  the  excep- 
tion of  one  steel  bridge  over  the  Mad  River. 
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Rail — The  tracks  are  laid  mostly  with  new  35-pound  and  40-pound  Bessemer 
rail.   Some  30-pound  re-lay  Iron  rail  is  found  in  sidetracks. 

EQUIPMENT 

The  carrier  owns  and  uses  3  oil-burning  and  1  wood-burning  steam  locomo- 
tive, 207  freight-train  cars,  5  passenger-train  cars,  and  6  units  of  work  equip- 
ment. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per 
cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construc- 
tion has  been  estimated  for  one-half  of  the  construction  period  of  12  months, 
plus  3  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  3  months  at  6  per  cent  per  annum. 

SUMMARY 

Wholly  owned  and  used 


Account 


Classes 


i 

I 
8 
0 
10 
11 
12 
13 
16 
16 
17 
18 
10 
20 
22 
23 
20 
35 
3*', 
37 
3s 
44 


81 

83 
84 

87 


71 
72 

73 
74 

78 
77 
76 


I.  BOAD 


Engineering  

Orading  

Uridges,  trestles,  and  culverts. 

Tien  

Rails  

Other  track  material  

Ballast  

Tracklaying  and  surfacing  

Right-of-way  fences  

Crossings  and  signs  

Station  and  office  buildings... 

Roadway  buildings..  

Water  stations  

Fuel  stations  

Shops  and  engine  houses  

Storage  warehouses  

Wharves  and  docks  

Telegraph  and  telephone  lines. 

Miscellaneous  structures  

Paving  

Roadway  machines  

Roadway  small  tools  

Shop  machinery  


Total,  1,  and  3  to  47,  inclusive. 


U.  EQUIPMENT 


Steam  locomotives.. 
Freight-train  cars. . . 
Passenger-train  cars. 
Work  equipment  


Total,  61  to  68,  inclusive  

IU.  GENERAL  EXPENDITURES 


Organ!  cation  expenses  

Oeneral  officers  and  clerks... 

Law  

Stationery  and  printing  

Taxes  

Other  expenditures,  general . 
Interest  during  construction. 


Total,  71  to  77  inclusive  

Orand  total,  1,  and  3  to  77,  Inclusive. 


Cost  of  re- 
production 

n  ■ 


$in.  wo 

50.S09 
112,9tf 
30,454 
M.KjO 
0.046 
6,102 
22.7K3 
11,528 
3.224 
17, 710 
4.183 
3.010 

io.  m 

4.357 
2,248 
53.  '.*s0 
7, 323 
4.3*3 

592 
2,346 

448 
1,043 


431.  M 


15.933 
35,687 

a,  2M 

2,562 


60,432 

8,474 
20,610 


Cost  of  re- 
production 
less  depre- 


49,471 

n,m 

12,704 

41.  ss: 

t.  m 

4,953 
14,  Hi 

2.657 
hv-r. 
2.738 

%m 

L4M 

%m 

um 

Ml  OH 
3.  Ml 

*S 

I'M 


7.657 
21.423 

Zm 

1.563 


8,114 
18.063 
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APPENDIX  2 

INTRODUCTORY 

The  carrier  Is  a  corporation  of  the  State  of  California,  having  its  principal 
office  at  San  Francisco,  Calif.  It  Is  controlled  by  the  Northern  Redwood 
Lumber  Company  through  ownership  of  a  majority  of  its  capital  stock.  On 
the  other  hand,  the  carrier,  Itself,  does  not  control  any  other  common-carrier 
corporations. 

CORPORATE  HI8TORT 

The  carrier  was  incorporated  July  29,  1881,  under  the  general  laws  of  the 
State  of  California.  It  was  organized  August  28.  1881.  The  carrier,  during 
the  year  1881,  acquired  by  purchase  from  the  Areata  Transporation  Company,  a 
railroad  extending  from  Areata  Wharf  to  Areata,  Calif.  That  company 
was  incorporated  June  14,  1875,  under  the  general  laws  of  the  State  of 
California  and  its  charter  was  forfeited  December  14,  1905. 

DEVELOPMENT  OF   FIXED   PHYSICAL  PROPERTY 

The  owned  mileage  of  the  carrier,  amounting  to  14.48  miles,  was  acquired 
partly  by  purchase  and  partly  by  construction,  but  the  mileage  so  acquired 
was  not  ascertained  from  the  records  reviewed.  The  road  purchased  was 
acquired  in  1881  from  the  Areata  Transportation  Company;  had  been  con- 
structed by  that  company  during  the  period  1875  to  1881 ;  and  extended  from 
Areata  Wharf  to  Areata,  Calif.  The  road  constructed  was  completed  about 
1883,  and  extended  from  Areata  to  a  point  east  of  Korbel,  Calif.  Of  the  con- 
structed road,  the  line  east  of  Korbel  was  sold  to  the  Northern  Redwood 
Lumber  Company  in  1916.  The  road  acquired  by  purchase  from  the  Areata 
Transportation  Company  was  laid  with  wooden  rail.  According  to  its  account- 
ing records  the  carrier  opened  its  railroad  for  operation  during  the  year  1885. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangement*. — The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  were  made  in  con- 
nection with  the  issuance  of  the  securities  of  the  carrier. 

Capital  stock. — The  authorized  capital  stock  of  the  company  is  $300,000 
par  value,  divided  into  shares  of  $20  par  value  each,  all"  classified  as  common 
stock. 

The  carrier  has  issued  capital  stock  in  exchange  for  the  following  recorded 
considerations : 


Consideration 

Recorded 
value 

Par 

value 

Issued: 

Not  determined,  but  recorded  at  _ — — .  

Settlprnr  r:t  of  advances  made  by  stockholders  .  . 

$60,000 

127,740 

$60,000 
127,  740 

187,740 

187,740 
187,740 

RESULTS   OF   CORPORATE  OPERATIONS 


The  results  of  corporate  operations,  as  shown  in  the  income  and  profit 
and  loss  accounts  of  the  carrier,  are  given  below. 
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Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  from  1886  to  date  of 
valuation,  follows: 


Yew 

Period 

Operating  income: 

$04,024.64 
56,390. 16 

37, 625.  49 
87,625.49 

$3,  725, 850. 3d 
2, 604, 146  04 

1,221,  704. 33 
250, 831.  X> 

970,872.72 

Profit  and  lo$»  statement.— A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  from  1885,  to  date  of  valuation  f ollows : 


Credits: 

Net  credit  balance  transferred  from  income  

Miscellaneous  credits  

Total  


 $970,872.78 

  4,  644. 99 


  975,517.72 


Debits : 

Dividend  appropriations  of  surplus. 
Miscellaneous  debits  


Total. 


944, 198. 28 
.765.  81 

944,964.09 


Credit  balance  as  of  date  of  valuation. 


  30,  553.  63 

The  credit  balance  in  the  profit  and  loss  account  as  reported  to  us  hi 
a  special  annual  report  as  of  June  30,  1917,  is  $26,362.24.  The  difference  of 
$4,191.39  represents  accrued  depreciation  on  road  and  equipment  not  charged 
in  the  accounts. 

Dividends. — The  carrier  has  declared  dividends  aggregating  $1,195,029.87, 
during  the  period  1885  to  1917,  of  which  $250,831.59  have  been  charged  to 
income  and  $944,198.28  to  profit  and  loss.  The  records  reviewed  do  not 
indicate  that  any  of  the  dividends  declared  were  payable  otherwise  than  in 
cash.  From  1885  to  1904,  Inclusive,  dividends  amounting  to  $331,425.87  had 
been  declared  but  the  rates  per  annum  were  not  ascertained.  From  1005 
to  1916,  the  dividends  declared  have  been  at  the  rates  per  annum  noted 
below: 


Year  1905  

Years  1906-7— 

Year  1909  

Year  1910  

Year  1911  


Percent 
35 
60 
90 
60 
45 


Year  1912  

Year  1913  

Year  1914  

Year  1015  

1916  


20 

12.5 

17.5 


INVESTMENT  IN  BO  AD  AND  EQUIPMENT 


The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation  Is  stated  in  its  books  as  $285,807.22.  An  analysis  of  this 
amount  was  not  obtained  from  the  records  reviewed. 
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ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  For  the  property  constructed  by  its  predecessor  in  ownership, 
no  accounting  or  construction  records  of  the  outlays  for  the  original  construc- 
tion have  been  found.  For  creating  and  improving  its  other  road  and  equip- 
ment, including  land,  and  for  additions  and  betterments  by  the  carrier  to  the 
entire  property,  the  only  data  obtained  is  the  recorded  costs  of  equipment 
purchased,  aggregating  $21,101.14,  details  of  which  are  given  in  the  paragraphs 
of  this  section  that  are  devoted  to  cost  of  machinery  and  equipment. 

Cott  of  lands. — The  carrier  reports  amounts  aggregating  $12,773.75  as  out- 
lays by  itself  and  its  predecessor  in  connection  with  lands  owned  and  used  by 
it,  including  noncarrier  lands.  This  amount  of  $12,773.75  has  been  eliminated 
as  it  represents  the  estimated  value  of  lands  owned  on  date  of  valuation.  All 
of  the  lands  of  the  carrier  are  located  in  the  State  of  California.  Certain 
of  these  lands  are  classified  herein  as  carrier  land,  owned  and  used,  and 
certain  lands  are  classified  as  noncarrier  land,  owned. 

Oo8t  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  222  units  of  equipment  and  1  roadway  machine,  with  costs  aggregating 
$79,350.  A  verification  of  the  returns  of  the  company  indicates  that  the  units 
of  roadway  machines  should  be  increased  by  0,  that  there  should  be  added  1 
lot  of  machinery,  and  that  the  costs  should  be  increased  by  $601.14,  as  detailed 
below : 


Description 

Units 

Amount 

Additions,  road  machines,  Inventoried  but  not  reported: 

3 
3 
1 
3 

$1,731.78 

Total  

0 

1,731.78 
1. 13a  64 

Net  total  additions.  

9 

001. 14 

_. 

After  making  the  changes  noted  above  and  classifying  the  returns  according 
to  the  classification  herein  of  the  property  to  which  they  apply,  the  revised 
returns  are  summarized  as  follows: 


Classification 

Units 

Costs  sup- 
ponod  by 

ftfL'OJUtlUg 

records 

Costs  esti- 
mated > 

Machinery: 

1 
V 

$2,  000.00 

Do  

■2,  <m.  oo 

Equipment: 

4 

6 

J15.W1.78 

2,  000.  00 
60,  750.  00 

5,ll».3ii 

4.100.00 

222 

21.101.14 

60,  860.  00 

mTc-ctaatad  by  the  carrier  or  otherwl*,  not  supported  by  aocounttng  records. 
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The  accounts  of  the  carrier  do  not  record  any  investment  in  miscellaneous 
physical  property  as  of  date  of  valuation.  However,  certain  lands  owned  by 
the  carrier  have  been  classified  herein  as  nonearrler  lands,  but  the  costs  re- 
corded in  the  accounts  therefor  have  not  been  ascertained  from  the  records 
reviewed. 

▲IDS,  OUTS,  O BANTS,  Aim  DONATIONS 

The  carrier  reports  that  it  has  not  received  any  aids,  gifts,  grants,  or  dona- 
tions, and  none  were  found  of  record. 

MATERIAL  AND  SUPPLIES 

The  investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
is  stated  in  its  books  as  $7,337.18. 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation,  is 


as  follows: 

ASSETS 

Investments,  Investment  in  road  and  equipment  $2S5, 807.22 


Current  assets: 

Cash   109. 77 

Demand  loans  and  deposits  :   003. 80 

Special  deposits   65, 387  80 

Net  balances  receivable  from  agents  and  conductors   700. 96 

Miscellaneous  accounts  receivable   24,765.85 

Material  and  supplies   7,337.18 


Total   00,  004. 36 


Grand  total   384, 811. 58 

LIABILITIES 

Stock,  capital  stock   187,740.00 

Current  liabilities: 

Loans  and  bills  payable   1,946.04 

Audited  accounts  and  wages  payable   3, 479. 55 


Total   5,425.59 

— 

Unadjusted  credits: 

Tax  liability  debit—  8,076.88 

Insurance  and  casualty  reserves  debit—  35.00 

Accrued  depreciation,  road   122,  083. 80 

Accrued  depreciation,  equipment   45,711. 83 


Total   165,  283. 75 


Corporate  surplus,  profit  and  loss,  credit  balance   26, 362  24 

Grand  total   384,811.58 
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ARCATA    TRANSPORTATION    COMPANY,    PREDECESSOR    OF    THE  CARRIER 

No  accounting  records  of  the  Areata  Transportation  Company  were  obtained. 
Therefore,  no  information  can  be  given  from  the  accounts  regarding  its 
financial  dealings,  corporate  operations,  or  investments.  The  information 
given  below  was  obtained  from  the  report  of  the  carrier  upon  its  corporate 
history. 

The  records  reviewed  did  not  indicate  by  whom  the  Areata  Transportation 
Company  was  controlled  or  by  whom  its  property  was  operated. 

The  Arsata  Transportation  Company  owned,  in  1881,  at  which  time  it  sold 
Its  railroad  property  to  the  carrier,  a  line  between  Areata  Wharf  and  Areata, 
which  was  laid  with  wooden  rail.  The  mileage  owned  and  disposed  of  was 
not  ascertained. 

APPENDIX  3 

ANALYSIS  OF  METHODS  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary 
to  pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to 
the  time  when  the  revenues  from  that  service  are  available;  and,  third,  a 
buffer  fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and 
fluctuating  deficiencies  in  the  inflow  of  revenue  applicable  to  payments 
falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed 
for  operating  purposes  is  the  amount  by  which  the  matured  operating  ex- 
penses exceed  that  part  of  the  accrued  revenues  applicable  to  operating  ex- 
penses which  has  been  collected,  has  reached  the  treasury,  and  has  become 
available  for  paying  bills. 

It  is  immaterial  whether  this  fund  for  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practical  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating  ex- 
penses will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and 
supplies.  The  factors  affecting  cash  working  capital  are  as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  move- 
ment of  empty  cars  to  the  point  of  loading,  the  time  consumed  in  loading, 
and  the  time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight 
with  charges  collected  at  destination,  in  addition,  the  time  for  movement 
under  load,  the  time  consumed  in  unloading,  and  the  credit  period  for  pay- 
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ment  of  charges;  the  relative  amount  of  operating  expenses  for  various  pur- 
poses ;  and  the  elapsed  time  from  the  beginning  of  the  accrual  of  such  respec- 
tive expenses  to  the  time  when  they  must  be  paid.  The  factors  in  most 
cases  represent  the  experience  of  all  Class  I  carriers  and  in  a  few  cases 
consist  of  specially  assembled  data  from  the  experience  of  territorially  scat- 
tered carriers  that  represent  over  40  per  cent  of  the  operating  expenses  of 
all  Class  I  carriers.  For  material  and  supplies,  consideration  has  been  given 
to  the  average  book  value  of  the  stock  carried  by  all  Class  I  and  Class  II 
carriers  on  June  30  for  the  years  1914-1916,  and  to  the  fact  that  some  part 
of  this  stock  is  held  for  additions  and  betterments  and  new  construction  and 
that  some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  per- 
centage of  a  year's  operating  expenses,  the  result  indicates  that  the  average 
requirement  of  carriers  for  operating  working  capital,  Including  cash  advanced 
to  anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material 
and  supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  Individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors 
applicable  to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differ- 
ences are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and 
freight  service,  and  the  average  haul  of  freight  and  the  ratio  between  empty 
and  loaded  car  movement  In  their  effect  upon  the  elapsed  time  before  the 
revenues  from  each  class  of  service  are  In  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  In  hand  because  of  various  causes 
other  than  those  lying  In  the  performance  of  common-carrier  service  must 
be  considered  for  the  purpose  of  valuation  as  "held  for  purposes  other  than 
those  of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's  com- 
mon-carrier property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  on  hand.  In  such  cases  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  December  81,  1917,  it  Is  found  that 
the  working  capital  used  for  common-carrier  purposes  during  that  period 
averaged  11.44  per  cent  of  the  annual  operating  expenses.  Applying  that 
percentage  to  the  annual  operating  expenses  as  of  date  of  valuation,  deter- 
mined to  be  $54,270  according  to  the  trend  of  operating  expenses  during  the 
three  years  ended  December  31,  1917,  It  is  found  that  the  working  capital 
used  for  common-carrier  purposes  on  date  of  valuation  is  $6,200. 
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Valuation  Docket  No.  562 
SANTA  FE  DOCK  AND  CHANNEL  COMPANY 


Submitted  August  19,  1925.     Decided  October  8,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Santa  Fo  Dock  and 
Channel  Company,  owned  and  used  for  common-carrier  purposes,  found  to 
be  $775,000,  as  of  June  80,  1016,  and  of  property  owned  but  not  used,  $404. 

Report  of  the  Commission 

Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 

By  Division  1: 

The  Santa  Fe  Dock  and  Channel  Company,  hereinafter  called  the 
carrier,  is  a  corporation  of  the  State  of  Texas,  controlled  by  The 
Gulf  and  Interstate  Railway  Company  of  Texas  through  stock  own- 
ership. It  owns  a  wharf  and  terminal  facilities,  including  4.787 
miles  of  yard  tracks  and  sidings  at  Port  Bolivar,  Tex. 

By  our  order  of  June  26,  1925,  entered  in  this  proceeding,  we 
completed  the  tentative  valuation  as  of  June  30,  1916,  of  the  prop- 
erty of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties  in  the  manner  and  as  required  by  law. 
No  protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  tins  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valu- 
ation date.  This  discrepancy  will  be  removed  when  we  adjust  to 
later  dates,  in  accordance  with  the  requirements  of  the  valuation  act, 
the  final  values  herein  reported. 

The  tentative  valuation  will  be  made  final. 


Order 

Entered  October  8,  me 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above -entitled  carrier,  heretofore  made  by  the  commis- 
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sion,  under  and  in  compliance  with  the  authority  conferred  and  the 
duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce  act, 
was  duly  given  to  said  carrier  and  to  the  Attorney  General  of  the 
United  States,  the  Governor  of  Texas,  and  the  Railroad  Commission 
of  Texas; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Santa  Fe  Dock  and 
Channel  Company  as  of  June  30,  1916 : 

Location  and  general  description  of  property. — The  property  of 
the  Santa  Fe  Dock  and  Channel  Company,  hereinafter  called  the 
carrier,  consists  of  certain  wharf  and  terminal  facilities,  including 
4.787  miles  of  yard  tracks  and  sidings,  located  at  Port  Bolivar, 
Tex. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $855,995.16  in  stock  and 
long-term  debt,  of  which  $50,000  represents  common  stock  and  $805,- 
995.16  nonnegotiable  debt  to  affiliated  companies. 

Results  of  corporate  operations. — For  the  period  from  October  13, 
1910,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  395.2  per  cent  of  the  railway  operating  revenues.  The 
records  reviewed  do  not  indicate  that  the  carrier  has  declared  any 
dividends  on  its  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  carrier  owns  no  equip- 
ment. Its  investment  in  road,  including  land,  on  date  of  valuation, 
is  stated  in  its  books  as  $831,050.04.  With  readjustments  required 
by  our  accounting  examination,  this  amount  would  be  reduced  to 
$815,399.47,  of  which  $270,000,  less  an  undetermined  portion  thereof 
assignable  to  offsetting  items  recorded  at  $51,369.67,  represents  con- 
siderations other  than  money,  the  cash  value  of  which  at  the  time 
of  the  transaction  we  are  not  able  to  report,  because  it  has  been  im- 
possible to  obtain  the  information.  Further  information  will  be 
found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  depreci- 
ation,—The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  owned 
and  used  by  the  carrier,  are  $595,157  and  $528,084,  respectively. 
These  amounts,  classified  in  conformity  with  the  classification  of  ex- 
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penditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  422.85  acres  of  lands.  It  owns  but  does 
not  use  0.87  acre,  which  is  leased  to  another  carrier  for  common- 
carrier  purposes.  The  total  original  cost  of  lands  owned  and  used  by 
the  company  for  carrier  purposes  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Data  on  their  original  cost  will  be 
found  in  Appendix  2.  The  area  and  present  value  of  the  carrier 
lands  owned  or  used  are  found  to  be — 


Present 
value 


Wholly  owned  and 

Owned  but  not  used,  leased  to  the  Oulf,  Colorado  and  8an  ta  Fe  Railway  Company 

Total  owned  

Total  used  


237,  73».  12 
237,334.77 


Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  no  property  held  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  car- 
rier reports  that  it  has  received  no  aids,  gifts,  grants,  or  donations, 
and  none  is  found  of  record. 

Material  and  supplies. — The  carrier  has  no  material  and  supplies 
on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the 
values  here  reported,  the  values,  for  rate-making  purposes,  of  the 
property  of  the  carrier,  owned  and  used  and  owned  but  not  used, 
devoted  to  common -carrier  purposes,  are  found  to  be  as  follows: 

Wholly  owned  and  used  $775, 000 

Owned  but  not  used,  leased  to  the  Gulf,  Colorado  and  Sante  Fe 
Railway  Company   404 

Total  owned   775, 404 

Total  used   775, 000 

No  working  capital,  including  material  and  supplies,  is  found 
to  be  owned  or  used  by  the  carrier.  No  other  values  or  elements 
of  value  to  which  specific  sums  can  now  be  ascribed  are  found  to 
exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  ap- 
pendixes 1  and  2.   Appendix  1  gives  the  explanatory  text  and 
nei.c.C. 
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summary  sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  his- 
tory and  organization  of  the  carrier;  moneys  received  by  reason  of 
issues  of  stock,  and  the  incurring  of  nonnegotiable  debt;  the  net 
and  gross  earnings;  the  development  of  fixed  physical  property; 
investment  in  road  and  equipment;  the  cost  of  lands,  rights  of 
way,  and  terminals;  the  general  balance  sheet  statement;  and  other 
pertinent  information. 

Keference  is  made  to  Appendix  3,  Texas  Midland  Railroad^  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  oper- 
ates, give  the  details  respecting  the  figures  here  reported,  and  are 
on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to  pub- 
lic inspection,  and  subject  to  the  direction  of  Congress.  These 
reports  are  referred  to  for  greater  particularity  as  to  the  matters 
herein  stated. 


APPENDIX  1 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  Is  very  light.  Most  of  the  property  is  located  on  wharves.  Rail 
Is  all  re-lay  and  weighs  from  52  to  60  pounds  per  yard. 

EQUIPMENT 

This  carrier  does  not  own  or  use  any  equipment,  but  operates  Its  property 
through  the  Gulf,  Colorado  and  Santa  Fe  Railway  Company  as  agent. 

KNGINEERIKO  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts,  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction 
has  been  estimated  for  one-half  the  construction  period  of  16  months,  plus  8 
months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures  accounts, 
except  accounts  2  and  76. 
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SUMMARY 

Wholly  oxoned  and 


Ao- 


Classes 


Cost  of  re- 
production 


Cost  of  re- 
production 

less  de- 
preciation 


l 
3 
6 
8 
9 
10 

11 

13 
15 
17 
18 
10 
22 


71 
72 
73 
74 

75 
77 
79 


I.  ROAD 


Engineerinf.  

Grrvling...  

Bridges,  trestles,  and  culverts.. 

Tics  

Ralls  

Other  track  material  

Hnllast  

Trucklaylng  and  surfacing  

Crossings  and  signs  

Roadway  buildings  

Water  stations .-   

Fuel  stations  

Storage  warehouses  

Wharves  and  docks  


Total,  1,  and  3  to  47,  inclusive. . 


IU.  GENERAL  KIPKNPITURES 


Organization  expenses  

General  ofliceni  and  clerks. 
Law  


Stationery  and  printing  

Taxes  

Other  expenditures,  geneml. 
Interest  during  construction _ 


Total,  71  to  77,  inclusive  

Grand  total,  I,  and  3  to  77,  Inclusive. 


$21,377 

3,202 
4tv8 
9,354 
10,770 
5,018 
719 
5,405 
17 
fl,013 
15,  270 
182 
88.  997 
388,  972 


555,  793 


8,337 

31.037 


303 
5,474 
10,  240 

575 
4,054 
14 
4,811 
13,388 
145 
77,  972 
348.  9«9 

493,050 


7.420 
37,014 


528,084 


INTRODUCTORY 

The  carrier  Is  a  corporation  of  the  State  of  Texas,  having  Its  principal  of- 
fices at  Port  Bolivar  and  Galveston,  Tex.  It  is  controlled  by  The  Gnlf  and 
Interstate  Railway  Company  of  Texas  through  ownership  of  its  entire  capital 
stock,  and  the  latter  company  Is  controlled  by  The  Atchison,  Topeka  and  Santa 
Fe  Railway  Company  through  ownership  of  its  entire  capital  stock.  On  the 
other  hand,  the  records  reviewed  indicate  that  the  carrier,  itself,  does  not 
control  any  other  common-carrier  corporations.  The  property  of  the  carrier 
has  always  been  operated  by  the  Gulf  Colorado  and  Santa  Fe  Railway  Com- 
pany as  agent  Although  the  carrier  did  not  acquire  title  to  its  property  until 
November  11,  1910,  the  results  of  corporate  operations  are  recorded  in  its 
accounts  commencing  with  October  8,  1910. 

CORPORATE  UISTOKY 

The  carrier  was  Incorporated  October  1,  1910,  under  the  general  laws  of  the 
State  of  Texas,  for  the  purpose  of  owning  and  operating  deep-water  channels 
In  the  waters  of  the  Gulf  of  Mexico  along  and  across  any  of  the  bays  indenting 
the  coast  to  the  mainland,  for  the  purpose  of  navigation  and  transportation, 
also  to  construct,  own,  and  operate  docks  on  the  coast  of  the  State  of  Texas, 
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particularly  to  construct  and  operate  channels  and  docks  at  Port  Bolivar  and 
Galveston,  Tex.  The  date  of  organization  of  the  carrier  was  October  19,  1910. 

The  original  property  of  the  carrier  was  acquired  from  the  agents  of  The 
Gulf  and  Interstate  Railway  Company  of  Texas  by  deed  dated  November  11, 
1910.  Due  to  the  destruction  of  the  records  of  the  latter  company  in  the 
Galveston  flood  in  September,  1900,  and  the  absence  of  the  records  of  the 
receiver  of  that  property  for  the  period  from  September,  1900,  to  March  14, 
1904,  the  year  when  the  original  property  was  constructed  could  not  be  ascer- 
tained. 

HISTORY  Or  COBPOBATS  FINANCING 

Syndicating,  banking,  and  other  financial  arrangement*.— The  records  re- 
viewed do  not  Indicate  that  any  syndicating  arrangements  have  been  made  In 
connection  with  the  issuance  of  the  securities  of  the  carrier.  The  financial 
arrangements  of  the  carrier  have  included  the  issuance  of  Its  entire  outstand- 
ing capital  stock  and  the  incurring  of  nonnegotlable  debt  to  The  Gulf  and 
Interstate  Railway  Company  of  Texas  to  finance  the  purchase  and  improvement 
of  its  property.  The  carrier  has  issued  its  securities  and  has  incurred  other 
Indebtedness  and  has  repaid  certain  of  its  other  Indebtedness  under  conditions 
and  for  considerations  described  in  detail  In  the  paragraphs  of  this  section 
devoted  to  capital  stock  and  long-term  debt. 

Capital  stock  and  long-term  debt. — Prom  the  date  of  its  incorporation  to  the 
date  of  valuation,  the  carrier  has  Issued  capital  stock  and  has  Incurred  non- 
negotiable  debt  to  affiliated  companies,  as  indicated  by  its  records,  aggregating 
$£55,905.16  par  value,  all  of  which  is  actually  outstanding.  The  details  are 
summarized  In  the  following  table. 


Class 

Issued  or 
Incurred 

ActuullT 
outstand- 
ing 

$50,000.00 
805.W5.16 

855.  WS.  16 

150,000  00 
805,  W5.  16 

855.W5.16 

Capital  stock. — The  authorized  capital  s4ock  of  the  carrier  is  $50,000  par 
value,  divided  into  shares  of  $100  par  value  each,  all  of  which  is  classified 
as  common  stock.  This  company  has  issued  $50,000  par  value  of  stock  of  The 
Gulf  Interstate  Railway  Company  of  Texas  as  part  consideration  for  property 
purchased,  all  of  which  stock  is  actually  outstanding  on  date  of  valuation. 

Nonnegotiable  debt  to  affiliated  companies. — The  carrier  has  incurred  non- 
negotiable  debt  to  The  Gulf  and  Interstate  Railway  Company  of  Texas,  aggre- 
gating $805,995.16  to  date  of  valuation,  classified  as  notes,  all  of  which  was 
owing  on  date  of  valuation.  The  considerations  recorded  as  passed  in  connec- 
tion with  the  incurring  of  this  debt  were  aa  detailed  hereunder: 
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Consideration 

Recorded 
value 

Incurred: 

U reapportioned  part  of  property  purchased  from  The  Qulf  and  Interstate 

$618, 124.M 
187,87a  80 

805.995.16 

$618, 124.  80 
187,870.30 

805,  995.  16 

805, 995. 16 

RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  from  October  3,  1910,  to 
date  of  valuation,  follows. 


Year 


Operating  income- 
Railway  operating  revenues.. 
Railway  operating  expenses. 


income. 


rent  income.. 


Gross  loss    

Deductions  from  gross  income,  interest  on  funded  debt. 


92, 079.  60 


Period 


$f,2.Gfi2.7» 
247,659.48 


80.  004.  58 
2, 0S1. 34 


184,99(167 
11,097.36 


82.  175.  92 
731.17 


196, 094.  02 
731.17 


81.444.  75 
48,359.  71 


195, 362  85 
228, 928.65 


Net  deficit  

Disposition  of  net  deficit.  Income  debit  balance  transferred  to  profit  and  loss.. 


129,801.46  424.291.50 


120.S04.46  424.291.80 


An  examination  shows  that  an  item  of  $25,961.24  representing  interest  on 
unfunded  debt  has  been  recorded  in  the  profit  and  loss  accounts.  If  this  item 
were  transferred  to  the  income  account,  the  Income  debit  balance  transferable 
to  profit  and  loss  would  be  increased  by  $25,961.24,  or  to  $450,252.74. 

Profit  and  loss  statement. — A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  October  8,  1910,  to  date  of  valuation,  follows. 

Debits: 

Net  debit  balance  transferred  from  income  $424, 291. 50 

Delayed-lncome  debits,  interest  on  unfunded  debt   25,961.24 


Debit  balance  as  of  date  of  valuation  

Dividends. — The  records  reviewed  do  not  Indicate 


450,  252.74 


that  the 

declared  any  dividends  on  its  capital  stock  to  date  of  valuation. 


IN  ROAD  AND  EQUIPMENT 


The  investment  of  the  carrier  in  road,  including  land,  no  equipment  being 
owned,  on  date  of  valuation  is  stated  in  its  books  as  $831,050.04,  of  which  the 
following  is  a  general  analysis: 
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For  property  acquired  by  purchase  from  The  Gulf  and  Interstate 
Railway  Company  of  Texas,  Not.  11,  1010 : 

Capital  stock  Issued,  par  value  $50,000.00 

Nonnegotlable  debt  to  affiliated  companies  represented  by  notes 
issued  to  The  Gulf  and  Interstate  Railway  Company  of  Texas 
for — 

Appraised  value  of  land  $220,000.00 

Recorded  money  outlay  by  The  Gulf  and  Inter- 
state Railway  Company  of  Texas  for  crea- 
tion of  physical  property  included  in  the 
deed  Nov.  11,  1010   396, 125. 57 

Recorded  money  outlay  by  The  Gulf  and 
Interstate  Railway  Company  of  Texas  for 
office  building  at  barge  landing  Port  Bolivar, 
Tex.,  Inventoried  to  The  Gulf  and  Inter- 
state Railway  Company  of  Texas  at  date  of 

valuation   1,  990.  29 

  618, 124. 86 

For  additions  and  betterments: 

Recorded  money  outlay   12,  773. 17 

Nonnegotlable  debt  to  affiliated  companies  rep- 
resented by  notes  owing  to  The  Gulf  and  Inter- 
state Railway  Company  of  Texas  for  recorded 
money  outlay  by  It,  In  the  creation  of  physical 

property  for  the  carrier   187,870.30 

  200,  643.  47 


Total  of  above  Items  

Less- 
Property  retired,  credited  at  

Ore  dock  abandoned,  credited  at 
Property  sold  for  proceeds  of  


  868,768.83 

8, 129. 33 

26,288.96 

3, 300. 00 
  37,718.29 


Total  recorded  as  of  date  of  valuation   831, 050. 04 

In  connection  with  the  abandonment  of  the  ore  dock  at  Port  Bolivar,  Tex.,  it 
was  observed  that  the  carrier  credited  its  road  and  equipment  account  with 
only  a  portion  of  the  ledger  cost,  as  the  dock  and  Its  facilities  had  not  been 
entirely  dismantled  or  disposed  of  at  date  of  valuation.  However,  this  part 
of  the  property  was  not  included  in  the  engineers'  Inventory  and  since  date  of 
valuation  the  ore  dock  and  the  10- ton  long-trussed  boom  derrick  on  wheels  for 
handling  ore  have  been  disposed  of,  and  additional  credits  of  $4,942.96,  covering 
the  balance  of  the  ledger  cost  of  the  ore  dock  and  $8,708.32,  covering  the  ledger 
cost  of  the  derrick  have  been  made  to  the  road  and  equipment  investment 
account. 

If  the  adjustments  indicated  above  were  made  as  of  date  of  valuation,  and 
if  the  cost  of  the  office  building  at  the  barge  landing,  Port  Bolivar,  Tex., 
amounting  to  $1,999.29  were  transferred  back  to  .The  Gulf  and  Interstate  Rail- 
way Company  of  Texas,  the  balance  in  the  road  and  equipment  investment 
account  would  be  reduced  by  $15,650.57,  or  to  $815,399.47. 

This  adjusted  amount  would  be  the  result,  on  the  one  hand,  of  gross  outlays 
that  consist,  in  part,  of  considerations  other  than  cash  recorded  at  $270,000. 
and,  on  the  other  hand,  of  items  deductible  from  the  gross  outlays  and  recorded 
at  $51,369.67.  but  not  deductible  at  the  recorded  amounts  from  any  particular 
class  or  classes  of  such  outlays. 
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With  respect  to  the  cash  value  at  the  date  of  the  transaction  of  the  securities 
Issued,  it  may  be  observed  that  the  $50,000  par  value  of  capital  stock  issued  In 
acquiring  property  from  The  Gulf  and  Interstate  Railway  Company  of  Texas 
was  not  taken  to  account  by  the  latter  company.  Of  the  nonnegotiable  debt 
incurred  by  the  carrier  represented  by  notes  issued  to  The  Gulf  and  Interstate 
Railway  Company  of  Texas,  $220,000  par  value  represented  an  appraised  value 
of  land. 

The  balance  in  the  road  and  equipment  investment  account  If  adjusted  to 
the  above  extent,  so  far  as  It  is  resolvable  into  the  kinds  of  considerations, 


would  comprise  the  following  classes  of  recorded  outlay : 

Recorded  money  outlay   $12, 778. 17 

Nonnegotiable  debt  to  affiliated  companies  for — 

Appraised  value  of  land   220, 000. 00 

Recorded  money  outlay  in  the  creation  of  physical  property   583, 905. 87 

Capital  stock  issued,  par  value   50,  000. 00 


Prom  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent — 

Property  retired,  credited  at   48,009.57 

Property  sold  for  proceeds  of   3,  300. 00 


The  foregoing  summary  Includes  charges  aggregating  $953.01,  applicable  to 
property  in  course  of  construction  as  of  date  of  valuation.  It  does  not  include 
charges  aggregating  $1,462.56  recorded  In  the  road  and  equipment  investment 
account  after  date  of  valuation  that  applied  to  property  inventoried  as  of  that 
date. 

ORIOI.NAL  COST  TO  DATE 

The  original  cost  to  date  of  road,  including  land,  there  being  no  equipment, 
owned  by  the  carrier  and  used  for  common-carrier  purposes  has  not  been 
definitely  ascertained.  The  data  obtained  on  the  outlays  for  creating  and 
Improving  the  property  of  the  carrier,  not  including  land,  are  summarized  as 


follows : 

By  the  carrier,  recorded  money  outlay  $13, 282. 72 

By  The  Gulf  and  Interstate  Railway  Company  of  Texas,  recorded 
money  outlay   583.995.87 


From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent — 

Property  retired,  credited  at   48,  069. 57 

Property  sold  for  proceeds  of   3,300.00 


Cost  of  lands.— The  carrier  reports  an  amount  of  $220,000  as  the  cost  of 
lands  owned  and  used  by  It  This  amount  consists  of  the  appraised  value  of 
the  lands  when  acquired  from  The  Gulf  and  Interstate  Railway  Company  of 
Texas.  The  original  cost  of  these  lands  to  The  Gulf  and  Interstate  Railway 
Company  of  Texas  is  a  part  of  the  cost  of  all  lands  purchased  by  the  latter 
company  for  approximately  $50,000.  The  portion  of  this  cost  that  is  applicable 
to  the  lands  acquired  by  the  currier  at  an  appraised  value  of  $220,000  has  not 
been  determined.  The  amount  of  $220,000  is  not  separable  between  lands 
classified  as  carrier,  owned  and  used,  and  those  classified  as  carrier,  owned 
but  partly  used  by  other  carriers.  All  the  above  lands  are  located  in  the 
State  of  Texas. 
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Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  no 
machinery  or  equipment  and  none  has  been  inventoried  to  it 

AIDS,  OUTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  it  received  no  aids,  gifts,  grants,  or  donations,  and 


none  were  found  of  record. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation,  is 
as  follows: 

Investments,  investment  In  road  and  equipment  $831, 050. 04 

Current  assets: 

Net  balance  receivable  from  agents  and  conductors   602.65 

Miscellaneous  accounts  receivable   28, 455. 08 

Total   27, 057. 78 

Unadjusted  debits,  rents  and  insurance  premiums  paid  in  advance.  1, 891. 55 

Grand  total   859,999.32 

LIABILITIES 

Stock,  capital  stock   50,000.00 

Long-term  debt,  nonnegotiable  debt  to  affiliated  companies   805, 995. 16 

Current  liabilities: 

Audited  accounts  and  wages  payable   34.00 

Miscellaneous  accounts  payable   198,415.73 

Interest  matured  unpaid   254,889.89 

Total   453, 339. 62 

Unadjusted  credits,  tax  liability   917.28 

Corporate  surplus,  profit  and  loss,  debit  balance   450, 252. 74 

Grand  total   859,999.32 
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Valuation  Docket  No.  590 
LOWVILLE  AND  BEAVER  RIVER  RAILROAD  COMPANY 

Submitted  September  6, 19t5.   Decided  October  8,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  The  Lowvllle  and 
Beaver  River  Railroad  Company,  owned  and  used  for  common-carrier 
purposes,  found  to  be  $279,225,  as  of  June  80,  1918,  and  of  property  used 
bat  not  owned,  $8,000. 

Report  op  the  Commission 

Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 
Bt  Division  1 : 

The  Lowville  and  Beaver  River  Railroad  Company,  hereinafter 
called  the  carrier,  is  a  corporation  of  the  State  of  New  York.  It 
owns  and  operates  a  single-track  standard-gauge  steam  railroad, 
extending  from  Lowville,  N.  Y.,  to  Croghan,  N.  Y.,  a  distance  of 
10.581  miles.   It  also  owns  2.502  miles  of  yard  tracks  and  sidings. 

By  our  order  of  July  24,  1925,  entered  in  this  proceeding,  we 
completed  the  tentative  valuation,  as  est  June  30,  1918,  of  the  prop- 
erty of  the  carrier.  Notice  thereof  was  duly  served  upon  the  car- 
rier and  other  interested  parties  in  the  manner  and  as  required  by 
law.  No  protest  was  filed  as  provided  for  in  section  19a  of  the 
interstate  commerce  act  by  any  of  the  parties  in  interest  in -this 
proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adja- 
cent to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of 
valuation  date.  This  discrepancy  will  be  removed  when  we  adjust 
to  later  dates,  in  accordance  with  the  requirements  of  the  valuation 
act,  the  final  value  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  October  8, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  New  York,  and  the  New  York  Public  Service 
Commission ; 

/ 1  further  appearing.  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci' 
fied  in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to  be. 
the  final  valuation  of  the  property  of  The  Lowville  and  Beaver  River 
Railroad  Company,  as  of  June  30,  1918 : 

Location  and  general  description  of  property. — The  railroad  of 
The  Lowville  and  Beaver  River  Railroad  Company,  hereinafter 
called  the  carrier,  is  a  single-track  standard-gauge  steam  railroad, 
located  in  northern  New  York.  The  main  line  extends  from  Low- 
ville to  Croghan,  N.  Y.,  a  distance  of  10.581  miles.  The  carrier  also 
owns  2.502  miles  of  yard  tracks  and  sidings.  Its  road  thus  embraces 
13.083  miles  of  all  tracks  owned. 

Capital  stock  and  long-term  debt.— Dm  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $176,153.32  in  stocks,  of 
which  $140,520  represents  common  stock  and  $35,633.32  preferred 
stock.  It  has  no  outstanding  long-term  debt 

Results  of  corporate  operations.— For  the  period  from  January, 
1906,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  69  per  cent  of  the  railway  operating  revenues,  and  for  the 
period  of  10  years  preceding  date  of  valuation,  68.9  per  cent  The 
ratios  and  the  net  railway  operating  income  for  the  years  ended  on 
June  30,  from  1909,  to  date  of  valuation,  are  given  in  the  table  below. 


T>„|-J 

renoa 

Ratio 

Income 

renoa 

Ratio 

\  pftr  1009 —  — - —  

72.9 

$6,071 

63,1 

113.631 

YearHHO  

C3.2 

10.706 

Yearms  

76,2 

6.B9J 

\  CftT  1911. .................... 

<VV8 

8,fi33 

Year  11*16  

74.0 

6.760 

64.0 

11.R88 

Year  1917  

71.7 

6,091 

Year  1813  

80. 9 

16,270 

Year  1918  

78.6 

8.7a 

■ 

During  the  period  of  10  years  preceding  date  of  valuation,  average 
annual  dividends  of  4.6  per  cent  on  the  preferred  stock  have  been 
declared. 
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Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  The  data  obtained  on  the  outlay 
for  creating  and  improving  the  property,  as  found  in  the  road  and 
equipment  investment  account  of  the  carrier,  may  be  stated  as 
money  outlay  in  the  amount  of  $271,926.22,  less  an  undetermined 
portion  thereof  assignable  to  retirements  recorded  at  $6,000.  Fur- 
ther information  will  be  found  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  car- 
rier in  road  and  equipment,  including  land,  on  date  of  valuation, 
is  stated  in  its  books  as  $265,926.22,  all  of  which  represents  money 
outlay.   Further  information  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  owned  or  used  by  the  carrier,  are  as  shown 
below : 


Cost  of  re- 
production 

Cost  of  re- 
production 
less  dopre- 

Wholly  owned  and  used  

Used  but  not  owned,  leased  from  The  New  York  Central  Railroad  Company... 

To  till  usod. 

$304,403 
11, 170 

6,603 

304,403 
315,579 

245.928 

253,531 

These  amounts,  classified  in  conformity  with  the  classification 
of  expenditures  for  road  and  equipment  as  prescribed  by  us,  are 
shown  in  the  summary  sheets,  which  are  a  part  of  Appendix  1. 
Information  as  to  the  character  of  the  property  used  but  not  owned 
will  be  found  in  Appendix  2,  under  the  caption  Leased  Railway 
Property. 

Cost  of  lands )  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  105.28  acres  of  land.  The  total  orig- 
inal cost  of  these  lands  can  not  be  ascertained,  as  the  necessary 
records  are  not  obtainable,  but  the  original  cost  of  a  portion  of  the 
lands,  so  far  as  supported  by  the  accounting  records,  is  $14,501.35, 
less  an  undetermined  portion  thereof  assignable  to  parts  of  parcels 
sold  for  proceeds  of  $16.50.  Other  data  on  their  original  cost  will 
be  found  in  Appendix  2.  The  area  and  present  value  of  the  carrier 
lands  owned  or  used,  are  as  shown  below. 
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Wholly  owned  and  used  .........  .....  

Used  but  not  owned,  leased  from  the  The  New  York  Central  Railroad  Company. . 

Total  owned   10,'.  28 

Total  u**d   1  10&.OT 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.—-The  carrier  owns  and  holds  cash  on  hand  and  material  and 
supplies  in  the  amount  of  $14,335.  Of  this  amount,  $4,225  is  neces- 
sary for  its  use  as  working  capital  and  that  sum  is  therefore  in- 
cluded in  the  final  value  stated  elsewhere  in  this  report.  The  re- 
mainder, $10,110,  is  owned  and  held  by  the  carrier  for  noncarrier 
purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  and  used  by  the  carrier  and  included  in  the  preceding  sum- 
mary of  carrier  lands  owned,  0.32  acre,  with  a  present  value  of 
$24,  was  acquired  through  deeds  reciting  merely  nominal  considera- 
tions. We  are  not  able  to  report  the  value  of  this  land  at  the  tim 
acquired. 

Material  and  supplies. — The  book  value  of  the  material  and  sup- 
plies on  hand  on  date  of  valuation  is  shown  in  the  records  of  the 
carrier  as  $5,617.88. 

Final  value.— After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a 
bearing  upon  the  values  here  reported,  the  values,  for  rate-making 
purposes,  of  the  property  of  the  carrier,  owned  or  used,  devoted  by 
it  to  common-carrier  purposes,  are  found  to  be  as  follows: 

Wholly  owned  and  used    $279,225 

Used  but  not  owned,  leased  from  The  New  York  Central  Railroad 

Total  owned     279,225 

Total  used     287.225 

The  sum  of  $4,225  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  including  material 
and  supplies.  No  other  values  or  elements  of  value  to  which  specific 
sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation,  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 

equipment  prescribed  by  us.   Appendix  2  shows  in  detail  the  his- 
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tory  and  organization  of  the  carrier;  moneys  and  other  considera- 
tions received  by  reason  of  issues  of  stocks,  bonds,  and  other  secu- 
rities, together  with  the  syndicating,  banking,  and  other  financial 
arrangements  attending  their  issue ;  the  net  and  gross  earnings ;  the 
development  of  fixed  physical  property;  investment  in  road  and 
equipment;  the  cost  of  lands,  rights  of  way,  and  terminals;  the 
general  balance  sheet  statement;  and  other  pertinent  information. 
Appendix  8  is  a  statement  of  the  method  for  determining  working 
capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials 
of  the  State  in  which  the  carrier  embraced  in  this  proceeding  is 
situated,  give  the  details  respecting  the  figures  here  reported,  and  are 
on  file  in  the  Bureau  of  Valuation  of  the  commission,  open  to  public 
inspection,  and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 
stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  railroad  of  the  carrier  has  direct  connections  with  the  line  of  The 
New  York  Central  Railroad  Company  for  interchange  of  traffic  at  Lowville, 
N.  Y. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  country  traversed  Is  generally  hilly  and  rolling.  The  soil  Is  sandy  clay, 
underlaid  with  boulders. 

v 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  surrounding  country  is  well  developed  agriculturally  and  considerable 
attention  is  given  to  stock  raising.  A  paper  and  pulp  mill  at  Beaver  Falls 
and  several  small  industries  along  the  line  of  the  carrier  furnish  most  of  the 
traffic. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  is  light,  averaging  about  11,000  cubic  yards  per  mile.  There 
is  a  small  percentage  of  solid  and  loose  rock  excavation,  the  remaining  material 
being  classified  as  common.  There  are  four  metal  bridges,  the  most  costly 
being  the  280-foot  bridge  over  Black  River,  which  consists  of  one  00-foot 
through-plate  girder,  one  104-foot  through-truss,  and  one  188-foot  through- 
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swing  span  on  two  concrete  abutments  and  three  concrete  piers.  There 
are  10  pile-and-frame  trestles  aggregating  212  feet  in  length.  The  main  track 
is  laid  chiefly  with  re-lay  60  to  75  pound  rail  placed  on  crossties  that  are 
mostly  untreated  yellow  pine  with  a  small  amount  of  cedar  and  that 
about  2,700  per  mile  of  road.  The  track  Is  ballasted  with  gravel. 


The  carrier  owns  and 
four  passenger-train  cars,  and 


two  steam  locomotives,  four  freight-train  cars, 
unit  of  work 


ENGINEERING  AND  OENEHAL  EXPENDITURES 


Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per 
cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  con- 
struction has  been  estimated  for  one-half  the  construction  period  of  10  mouths 
plus  3  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts,  except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated 
for  3  months  at  6  per  cent  per  annum. 


8U1 

Wholly  owned  and 


i 

:< 

B 
8 
9 
JO 

11 
rj 
13 
M 
15 
16 
17 
18 
20 
26 
38 
44 


61 

53 
•  i 


7i 

72 

" 

74 

75 

77 

7fl 


I.  V.n.w> 


Engineering.  _  

Grading...  

Bridges,  treaties,  and  culvcs. 


SSt: 


Other  track  mater.*!  

Ballast  

Tracklaylng  and  surfacing; 

Right-of-way  fences  

Snow  and  sand  fences  and 
Crossings  und  si«ns 
Station  and  oflU* 
Roadway  buildings 

Water  stations   

Shops  and  engine  houses  

Telcjrruph  and  telephone  lines.. 

Roadway  sraall  tools  

Shop  machinery..   


Total.  1,  and  3  to  47,  Inclusive  

0  IQV1FMKNT 


Cost  of  rev 


8t«am  locomotives.. 
Freight-trnln  curs. . . 
Passenger-train  oars. 
Work  equipment.... 


Total.  51  to  58.  inclusive. 


m.  GENERAL  BXPENDITI  RKS 


General 
I.nw 


and  clerks 


Stationery  and  printing.  

TatM  

Other  expend Iturtw,  general  

Interest  during  construction  


Total,  71  to  77.  Inclusive  

Grand  total,  1,  and  3  to  77,  inclusive. 


$9.  K<* 


53,  W5 

31,  536 

32,  432 
7,760 

H.ftll 
24,006 
4,fi2n 
835 

1.  xir> 
ft,  w*\ 

vio 

2.  I  AQ 
V  ,472 
2,  V57 

155 
3,709 


Cost  of  re- 
production 
less  depre- 


357. 34fl 


14,082 
4tiO 
J5.2U 
2,423 


3.WX) 


10.832 


14.792 


304,403 


S9.M8 


16. -SI* 
28,  M 

5,423 
11,1*4 
17.710 

2,414 
4)8 

1,070 

7.170 
OS 

2,262 
12, 370 

2, 2Ti 
78 

2.745 


205,348 


10.  *3 
460 
16. 2M 
1.076 


3,058 


245,  W8 
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Used  but  not  oicned,  leased  from  The  New  York  Central  Railroad  Company 


Account 

Classes 

Cost  of  re- 
production" 

Cost  of  re- 
production 

elation 

1 

10 

71 
72 
73 
74 
75 
77 
76 

I.  ROAD 

$407 
10. 180 

$407 
6,M8 

Station  and  office  building  

10,687 

8,255 

160 
430 

M 

2M 

General  officers  and  clerks.....................  ........ 

Law  

Taxes . 

Interest  during  construction    .......... 

589 

348 

11, 170 

6,603 

APPENDIX  2 


INTBODUCTOBY 

The  carrier  is  a  corporation  of  the  State  of  New  York,  having  Its  principal 
office  at  Lowville,  N.  Y.  The  records  reviewed  do  not  indicate  that  the  carrier  * 
is  controlled  by  any  individual  or  corporation  on  the  date  of  valuation,  nor,  on 
the  other  hand,  that  it  controls  any  common-carrier  corporations.  The  prop- 
erty of  the  carrier  has  been  operated  by  its  own  organization  from  the  date  of 
acquirement  to  date  of  valuation. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  September  17,  1003,  under  the  general  laws  of 
the  State  of  New  York,  for  the  purpose  of  constructing  and  operating  a  rail- 
road between  Lowville  and  Groghan,  N.  Y. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  road  owned  by  the  carrier,  amounting  to  10.581  miles,  was  acquired  by 
construction.  It  was  completed  and  placed  in  operation  in  January,  1906. 
In  the  construction  of  the  road,  a  part  of  the  work  was  done  by  contractors 
and  the  remainder  by  company  forces.  The  records  reviewed  indicate  that 
the  grading  was  performed  by  J.  T.  Campbell,  contractor,  and  the  tracks  laid 
by  Baston  &  Brownell,  contractors,  affiliated  with  the  company. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangements. — The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  have  been  made  in 
connection  with  the  issuance  of  the  securities  of  the  carrier.  The  carrier 
has  issued  its  securities  and  incurred  other  indebtedness  under  conditions  and 
for  considerations  described  in  detail  In  the  paragraphs  of  this  section  devoted 
to  capital  stock  and  other  obligations. 

Capital  stock.— The  authorized  capital  stock  of  the  carrier  is  $200,000  par 
value,  divided  into  shares  of  $100  par  value  each,  of  which  $150,000  is  classi- 
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fled  as  common  stock  and  $50,000  as  preferred  stock.  Of  the  amount  author- 
ized, $140,520  of  common  and  $35,033.32  of  preferred  hare  been  issued  for  cash 
at  par,  all  of  which  is  actually  outstanding. 

Short-term  notes.— The  carrier  has  issued  short-term  notes  of  $36,000  par 
value  to  date  of  valuation,  of  which  $12,500  have  been  retired,  leaving  $23,500 
outstanding  on  date  of  valuation.  The  consideration  recorded  as  passed  in 
connection  with  the  issuance  and  retirement  in  part  of  these  notes  was  cash. 


RK8ULT8  OK  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit 
and  loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  January,  190G,  to  date  of 
valuation,  follows: 


Operating  income: 


Net  revenue  from  railway  operations. 
Railway  tai  accruals  


Total  operating  Income    

Nonoixratinf?  income,  income  from  sinking  and  other 


funds. 


Gross  Income. . 


Deductions  from  gross  Income: 

Hire  of  equipment   

Interest  ou  unfunded  debt. 


ToU!  

Net  income . 


Disposition  of  net  income: 

Divtdend  appropriations  of  income  

Income  appropriated  for  investment  in  physical  property 


Total      

Income  credit  balance  transferred  to  profit  and  loss. 


J4fi.  001.  12 

•    36,  S18.6S 

$530, 742.  4.1 
358.  501.  43 

10.  082.  4  4 
3.  178.  07 

161.241.02 
22,703.49 

6,904.  37 
212L  :>0 

138.537.53 
1,378.30 

7. 110.  87 

139,015.92 

3, 183.  36 
1, 132.  83 

31. 191.68 
18,526.82 

4,310.  IS 

49,  718. 40 

2,800.69 

90.197.62 

1. 781.68 
439.85 

in.  350. 26 
50,156.63 

2. 221.  53 

60, 612. 89 

579.  18 

23,6*4.63 

For  the  period  from  January,  1908,  to  date  of  valuation,  the  aggregate 
railway  operating  expenses  have  been  69  per  cent  of  railway  operating 
revenues,  and  for  the  period  of  10  years  preceding  date  of  valuation,  68.9 
per  cent.  The  ratios  and  the  net  railway  operating  income  for  the  years  ended 
on  June  30,  from  1009  to  date  of  valuation,  are  given  In  the  table  below: 

T 

rw.n.i  Ratio 


fear  1010- 
Year  1911. 
Year  1912. 
Year  1913. 


72  9 

63.2 
66.8 
C4.0 
60.9 


$6,  070.  78 
10.  704.  79 
8.  632.73 
11.688.43 
16,270.00 


Year  1914 
Year  1915 
Year  1916. 
Year  1917. 
Year  1918. 


62.  1 
76.2 
74.0 
71.7 
78.5 




6.89L81 
6.760. 14 
6.691.03 
3,72102 


Profit  and  loss  statement.— A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  January,  1906,  to  date  of  valuation,  follows: 

Credits,  net  credit  balance  transferred  from  income  $23,  684.63 

Debits,  loss  on  retired  road  and  equipment   187. 50 

  23, 497. 13 
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Dividend*. — The  carrier  has  declared  dividends  aggregating  $16,356.26  during 
the  period  from  1900  to  1018,  all  of  which  have  been  charged  to  the  income 
account.  The  records  reviewed  do  not  indicate  that  any  of  the  dividends 
declared  were  payable  otherwise  than  in  cash.  The  dividends  declared  have 
been  at  the  rates  per  annum  on  preferred  stock  noted  below: 

Years  1900-10  3+ 

Year  1912  2+ 

Year  1913  __  7+ 

Years  1914-1918   —  5 

During  the  period  of  10  years  preceding  date  of  valuation,  dividends  have 
been  declared  averaging  for  the  entire  period  4.6  per  cent  per  annum  on  a 
amount  of  preferred  stock  outstanding. 


INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  hind,  on 
date  of  valuation  is  stated  in  its  books  as  $265,926.22,  of  which  the  following 
is  a  general  analysis: 

For  original  construction  and  equipment,  recorded  money  outlay : 

Road  $198, 341. 49 

Equipment   42,980.20 


  $241 ,  321 .  69 

For  additions  and  betterments,  recorded  money  outlay,  road   30, 604.  53 

271, 926. 22 

Less  separately  recorded  retirements,  equipment,  credited  at   6,000.00 

Total  recorded  as  of  date  of  valuation    285.  926.  22 

It  has  not  been  determined  whether  any  adjustment  of  the  above  recorded 
investment  In  road  and  equipment  as  of  date  of  valuation  would  be  required 
tinder  the  present  classification  of  accounts. 

ORIGINAL  COST  TO  DATS 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes,  has  not  been  definitely 
ascertained.  The  data  obtained  on  the  outlay  for  creating  and  improving  such 
property  are  those  found  in  the  road  and  equipment  investment  account  of  the 
carrier,  summarized  as  follows : 

Recorded  money  outlay  $271, 926. 22 

From  which  should  be  deducted  whatever  portion  not  definitely 
determinable  of  the  above  outlays  represents  equipment,  retired, 
credited  at    6,000.00 

Coat  of  land*. — The  carrier  reports  amounts  aggregating  $14,777.60  as  the 
outlays  by  itself  in  connection  with  lands  owned  or  used  by  it,  and  that  the 
proceeds  from  the  sale  of  parts  of  parcels  of  such  lands  aggregate  $16.50.  A 
verification  of  the  amounts  indicates  that  the  reported  outlays  should  be 
reduced  by  $4,  due  to  nominal  considerations  reported  as  land  costs.  The 
returns  made  by  the  carrier  include  certain  lands  for  which  merely  nominal 
deed  considerations  are  reported,  certain  lands  for  which  title 
and  a  right  in  public  domain  for  which  no  costs  were  reported. 
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The  amounts  reported  by  the  carrier  as  costs  Incurred  by  it  for  the  remaining 
lands  owned  are  made  up  in  part  of  costs  supported  by  accounting  records  and 
in  part  of  substantial  considerations  named  in  condemnation  awards  which 
the  carrier  returned  as  costs,  but  which  are  not  supported  by  accounting 
records.  These  amounts  and  the  proceeds  from  parts  of  parcels  sold,  both 
classified  according  to  the  classification  herein  of  the  lands  to  which  they 
"Pply,  are  summarized  as  follows: 


Classification 

Costs  sup- 
ported by 
accounting 

Amounts 
not  sup- 
ported by 
accounting 
records 

$14.fiOL33 
10.50 

$272.26 

From  which  should  be  deducted  the  portions,  not  definitely  determinable,  of  the 
above  that  are  assignable  to  parts  or  parcels  sold  for  proceeds  of  

All  of  the  foregoing  lands  are  located  in  the  State  of  New  York. 

Oo*t  of  machinery  and  equipment. — The  carrier  has  made  no  report  of 
machinery  or  equipment  owned  or  used  by  it  but  there  has  been  inventoried 
to  it  certain  shop  machinery  and  the  following  units  of  equipment  for  which 
the  costs  have  not  been  ascertained : 

Units 

Steam  locomotives   2 

Freight-train  cars   4 

Passenger-train  cars   4 

Work  equipment   1 

Total     11 


The  accounts  of  the  carrier  do  not  record  any  investment  in  miscellaneous 
physical  property  as  of  date  of  valuation. 

AIDS,  GIFTS,  O RANTS,  AND  DONATIONS 

The  carrier  has  made  no  report  of  aids,  gifts,  grants,  or  donations  received 
by  it.  An  examination  of  the  records  does  not  Indicate  that  any  were  re- 
ceived. The  report  of  the  carrier  upon  the  cost  of  its  lands  shows  that  certain 
lands  were  acquired  by  it  through  deeds  that  recite  merely  nominal  con- 
siderations. Since  the  records  do  not  indicate  that  any  actual  payment  was 
made  in  the  acquisition  of  these  parcels,  they  have  been  herein  designated  as 


MATERTAL  AND  8UPPLIK8 


The  investment  of  the  carrier  in  material  and  supplies  on  date  of  valuation 
Is  stated  in  its  books  as  $5,617.88,  of  which  the  following  is  a  general  analysis : 

Gasoline  -    $221. 24 

Motor-car  supplies  1,  111.  17 

Other  storehouse  supplies    4,285.47 

Total  _   5,617.88 
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The  carrier  solely  uses  on  date  of  valuation  a  parcel  of  land  together  with 
station  and  office  building  at  Lowville,  N.  Y„  owned  by  The  New  York  Central 
Railroad  Company.  The  period  and  terms  of  use  and  rental  accrued  or  paid 
have  not  been  determined. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier  as  of  date  of  valuation 
Is  as  follows : 

ASSETS 

Investments,  investment  in  road  and  equipment   $205,926.22 


Current  assets: 

Cash—    8,717.40 

Net  balance  receivable  from  agents  and  conductors   10,250.80 

Miscellaneous  accounts  receivable   320.55 

Material  and  supplies   6,617.88 

Total     24, 906.  63 

Deferred  assets,  insurance  and  other  funds    8, 847. 88 


Unadjusted  debits: 

Rents  and  insurance  premiums  paid  In  advance   193. 88 

Other  unadjusted  debits—  _      4,945.78 


Total   5, 139.  66 

Grand  total — _'_   304,820.39 

LIABILITIES 

Stock,  capital  stock   176,153.32 


Current  liabilities : 

Loans  and  bills  payable   23,500.00 

Traffic  and  car-service  balances  payable   11,288.70 

Audited  accounts  and  wages  payable   4,847.48 

Miscellaneous  accounts  payable   749.32 

Unmatured  interest  accrued   312.  85 


Total     40,(398.35 


Unadjusted  credits: 

Tax  liability  (debit)   512.36 

Insurance  and  casualty  reserves   4, 180. 24 

Accrued  depreciation,  equipment   10,519.73 

Other  unadjusted  credits   177.35 


Total     14,314.96 


Corporate  surplus: 

Additions  to  property  through  income  and  surplus   50, 156.  63 

Profit  and  loss  credit  balance     23, 497. 18 


Total     -  73,653.76 

Grand  total   304,820.39 
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APPENDIX  3 

ANALYSIS  OF  METHODS  FOB  OKTEBMINING  WORKING  CAPITAL 

Working  capital  Is  understood  to  Include,  usually,  three  parts:  First,  the 
Investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  Inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular  period 
usually  lag  behind  the  expenses  incurred  for  the  service  within  that  particular 
period,  the  amount  of  cash  working  capital  of  this  sort  needed  for  operating 
purposes  is  the  amount  by  which  the  matured  operating  expenses  exceed  that 
part  of  the  accrued  revenues  applicable  to  operating  expenses  which  has  been 
collected,  has  reached  the  treasury,  and  has  become  available  for  paying  bills, 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return  on 
the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
periort  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met  from 
maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the  propor- 
tion of  all  accrued  revenues  from  service  within  the  period  that  reaches  the 
treasury  within  that  period.  The  remaining  proportion  of  operating  expenses 
will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet  expenses 
in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  varies  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and  sup- 
plies. The  factors  affecting  cash  working  capital  are  as  follows :  The  relative 
amount  of  revenue  from  the  various  classes  of  service,  the  elapsed  time  from 
the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the  revenues  for 
the  service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty  cars 
to  the  point  of  loading,  the  time  consumed  In  loading,  and  the  time  the  receipts 
are  in  transit  to  the  treasury,  and,  for  freight  with  charges  collected  at  destina- 
tion, in  addition,  the  time  for  movement  under  load,  the  time  consumed  in  un- 
loading, and  the  credit  period  for  payment  of  charges ;  the  relative  amount  of 
operating  expenses  for  various  purposes;  and  the  elapsed  time  from  the  be- 
ginning of  the  accrual  of  such  respective  expenses  to  the  time  when  they  must 
be  paid.  The  factors  in  most  cases  represent  the  experience  of  all  Class  I 
carriers  and  In  a  few  cases  consist  of  specially  assembled  data  from  the 
experience  of  territorially  scattered  carriers  that  represent  over  40  per  cent 
of  the  operating  expenses  of  all  Class  I  carriers.  For  material  and  supplies, 
consideration  has  been  given  to  the  average  book  value  of  the  stock  carried  by 
all  Class  I  and  Class  II  carriers  on  June  30  for  the  years  1014-1916,  and  to  the 
fact  that  some  part  of  this  stock  is  held  for  additions  and  betterments  and  new 
construction  and  that  some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 
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In  determining  working  capital  for  Individual  roads  consideration  Is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  appli- 
cable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences  are 
in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and 
loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues 
from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  In  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation  is 
less  than  the  amount  determined  by  the  above  method,  due  to  assistance  from 
iillilittted  companies  or  to  other  special  circumstances,  the  carrier's  common- 
carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the  amount 
actually  on  hand.  In  such  cases  the  value  found  for  working  capital  is  the 
sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on  hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  date  of  valuation,  It  is  found  that  the 
working  capital  used  for  common-carrier  purposes  during  that  period  averaged 
11.36  per  cent  of  the  average  annual  operating  expenses.  Applying  that 
percentage  to  the  annual  operating  expenses  as  of  date  of  valuation,  determined 
to  be  $37,175  according  to  the  trend  of  operating  expenses  during  the  preceding 
five  years,  it  is  found  that  the  working  capital  used  for  common-carrier 
purposes  on  date  of  valuation  is  $4,226. 

116 1.  c.  a 


Digitized  by  Google 


576  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


Valuation  Docket  No.  591 
MARION  RAILWAY  CORPORATION 


Submitted  September  9,  1925.   Decided  October  8,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Marlon  Railway 
Corporation,  owned  and  used  for  common-carrier  purposes,  found  to  be 
$146,521,  as  of  June  80,  1918,  and  of  property  used  but  not  owned,  $502. 

Report  of  the  Commission 

Division  1,  Commissioners  Meyer,  Attchison,  and  Lewis 
By  Division  1: 

The  Marion  Railway  Corporation,  hereinafter  called  the  carrier, 
is  a  corporation  of  the  State  of  New  York.  It  owns  and  operates 
a  single-track  standard-gauge  steam  railroad,  extending  from  New- 
ark, N.  Y.,  to  Marion,  N.  Y.,  a  distance  of  8.334  miles.  It  also  owns 
1.230  miles  of  yard  tracks  and  sidings. 

By  our  order  of  July  24,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30,  1918,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties  in  the  manner  and  as  required  by  law. 
No  protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of 
valuation  date.  This  discrepancy  will  be  removed  when  we  adjust 
to  later  dates,  in  accordance  with  the  requirements  of  the  valuation 
act,  the  final  value  herein  reported. 

The  tentative  valuation  will  be  made  final 
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Order 

Entered  October  8,  me 

It  appearing.  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act.  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
States,  the  Governor  of  New  York,  and  the  New  York  Public  Serv- 
ice Commission; 

It  further  appearing.  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a : 

It  &  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Marion  Railway  Cor- 
poration, as  of  June  30, 1918 : 

Location  and  general  description  of  property. — The  railroad  of  the 
Marion  Railway  Corporation  hereinafter  called  the  carrier,  is  a 
single-track  standard-gauge  steam  railroad,  located  in  northwestern 
New  York.  The  main  line  extends  from  Newark,  N.  Y.,  to  Marion, 
N.  Y.,  a  distance  of  8.334  miles.  The  carrier  also  owns  1.230  miles 
of  yard  tracks  and  sidings.  Its  road  thus  embraces  9.564  miles  of 
all  tracks  owned. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding,  on 
date  of  valuation,  a  total  par  value  of  $53,559.32  in  stock  and  long- 
term  debt,  of  which  $10,000  represents  common  stock  and  $43,559.32 
funded  debt 

Results  of  corporate  operations. — For  the  period  from  October  1, 
1917,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  107.6  per  cent  of  the  railway  operating  revenues.  The 
carrier  has  not  declared  any  dividends  on  its  capital  stock. 

Original  cost  to  date.— The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation,  is  stated 
in  its  books  as  $53,559.32,  of  which  $50,000  represents  considerations 
other  than  money,  the  cash  value  of  which  at  the  time  of  the  transac- 
tion we  are  not  able  to  report  because  it  has  been  impossible  to  obtain 
the  information.  There  may  be  included  in  the  amount  above  stated, 
some  or  all  of  the  cost  of  the  noncarrier  lands  and  noncarrier 
structures  owned.  Further  information  will  be  found  in  Appendix  2. 

lie  I.  CO. 


d  by  Google 


578  INTERSTATE  COMMERCE  COMMISSION  REPORTS 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  and  used  by  the  carrier,  are  $166,879  and  $135,161,  respectively. 
These  amounts,  classified  in  conformity  with  the  classification  of  ex- 
penditures for  road  and  equipment  as  prescribed  by  us  are  shown  in 
the  summary  sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  58.89  acres  of  land.  The  original  cost 
of  these  lands  can  not  be  ascertained,  as  the  necessary  records  are 
not  obtainable.  The  area  and  present  value  of  the  carrier  lands 
owned  or  used  are  as  shown  below. 


Classification 

Acres 

value 

58.89 
5.02 

17,601.  M 

M2.M 

68.  sy 

63.91 

7,601- M 
8, 101  SO 

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  carrier  owns  and  holds  for  noncarrier  purposes  1.79  acres  of 
lands,  all  in  New  York.  The  original  cost  of  these  lands  can  not 
be  ascertained,  as  the  necessary  records  are  not  obtainable.  The 
present  value  of  these  noncarrier  lands,  including  improvements 
thereon,  is  $869.50.  The  present  value  of  noncarrier  structures  on 
carrier  land,  also  in  New  York,  is  $105. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
has  made  no  report  of  aids,  gifts,  grants,  or  donations  and  none  were 
found  of  record. 

Material  and  supplies. — The  books  of  the  carrier  do  not  show  any 
material  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier  owned  or  used,  devoted  by  it  to 
common-carrier  purposes,  are  found  to  be  as  follows : 

Wholly  owned  and  used  

Used  but  not  owned,  leased  from  private  parties 

Total  owned  

Total  used  


._.  $140,521 
502 

_..  140, 521 
....  147.028 
1101. 0.CL 
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The  sum  of  $1,521  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  consisting  entirely 
of  cash  on  hand.  No  other  values  or  elements  of  value  to  which 
specific  sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduc- 
tion new  and  cost  of  reproduction  less  depreciation,  above  set  forth, 
in  conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  present  and  predecessor  corporations; 
moneys  and  other  considerations  received  by  reason  of  issues  of 
stocks,  bonds,  and  other  securities,  together  with  the  syndicating, 
banking,  and  other  financial  arrangements  attending  their  issue; 
the  net  and  gross  earnings;  the  development  of  fixed  physical 
property;  investment  in  road  and  equipment;  the  cost  of  lands, 
rights  of  way,  and  terminals;  the  general  balance  sheet  statement; 
and  other  pertinent  information.  Appendix  3  is  a  statement  of  the 
method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of  the 
State  in  which  the  carrier  embraced  in  this  proceeding  is  situated, 
give  the  details  respecting  the  figures  here  reported,  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  inspec- 
tion, and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 
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APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  railroad  of  the  carrier  has  direct  connection  with  the  line  of  the  Elmlra 
and  Lake  Ontario  Railroad  Company  for  Interchange  of  traffic  at  Newark,  N.  Y. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

A  rolling  country  Is  traversed.   The  soil  Is  sandy  loam  with  some  gravel. 

ECONOMIC  CONDITIONS  RKLATINQ  TO  TRAFFIC 

The  laud  In  the  vicinity  of  the  line  is  well  developed  agriculturally,  the 
principal  crops  being  grain  and  hay,  while  apples  are  also  extensively  grown. 
The  principal  industries  are  cooperage  and  the  canning  and  cold  storage  of 
fruit  and  vegetables. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  grading  Is  light,  averaging  about  12,000  cubic  yards  per  mile,  and  is 
all  common  material  with  the  exception  of  a  small  amount  of  loose-rock 
excavation.  There  are  two  metal  bridges  on  the  line,  one,  635  feet  hi 
length,  carries  the  road  over  the  tracks  of  The  New  York  Central  Railroad 
Company  and  consists  of  ten  30-foot,  one  21-foot,  and  one  82-foot  deck-plate 
girders,  and  one  102-foot  through-truss  span  on  two  concrete  abutments  and 
metal  bents.  The  main  track  Is  laid  with  new  70-pound  rail  placed  on  oak 
and  cedar  crossties  that  average  about  2,700  per  mile  of  road.  The  track  is 
ballasted  chiefly  with  gravel. 

EQUIPMENT 

The  carrier  owns  and  uses  one  steam  locomotive  and  one  passenger-train 
car.  s 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  Interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction 
has  been  estimated  for  one-half  the  construction  period  of  six  months,  plus 
three  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts,  except  accounts  2  and  70.  Interest  on  equipment  has  been  estimated 
for  three  months  at  6  per  cent  per  annum. 
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Wholly  owned  and  used 


■ 

§ 

9 

10 
11 
12 

13 
15 
1G 
17 
19 
20 
38 


I.  ROAP 


51 
M 


71 
72 
73 
74 
75 

3 


Engineering  

Oradiog..   

Bridges,  trestle*,  and  culverts. . 
Ties  

Rails  

Other  track  material.  

Ballast  

Tracklaylng  and  sorfedug  

Right-of-wny  fences  

Crossings  and  signs  

.Station  and  office  buildings  

Roadway  buildings   

Fuel  stations  

Shops  and  engine  houses  

Roadway  small  tools  


Cost  of 
reproduc- 
tion new 




Total,  1,  and  3  to  47, 


U.  EQUIPMENT 


Steam  locomotives. 


m.  GENERAL  ElfENDITVIlES 


Organization  eipensos  

Oe-neral  officers  and  clerks  

Law. 


Stationer y  and  printing. 
Taxes. 


Other  expenditures,  general .. 
Interest  during  construction.. 


Total,?!  to  77,  Inclusive  

Orand  total,  1,  and  3  to  77,  inclusive. 


007 
27,  90S 
35,  574 
20,  350 
30,  778 
5. 193 
5, 295 
14,004 
3.  400 
1,  889 
3,«Hfl 
375 
115 
7«2 
95 
750 


J  56, 188 


Cost  of 
reproduc- 
tion less 
depred- 
ation 


$«,  007 
27,803 
28,838 
12,173 
27, 04« 
3,423 
3,843 
10,503 
1, 192 
1,525 
2,  53fl 
18* 
4f, 
287 
48 
383 

125. 819 


2.041 
1.498 


2,  343 


4,809 


7. 152 


ltifi.  870 


2,041 
1.4WS 


3,  539 


1,898 


5, 803 


135, 1G1 


APPENDIX  2 


The  carrier  is  a  corporation  of  the  State  of  New  York,  having  its  principal 
office  at  Marion,  N.  Y.  It  Is  controlled  by  James  O.  Bashford,  Albert  R.  Hal- 
sted.  and  F.  S.  Reeves  through  ownership  of  a  majority  of  the  outstanding 
capital  stock.  On  the  other  hand,  the  carrier,  itself,  does  not  control  any 
common-carrier  corporations.  The  property  of  the  carrier  has  been  operated 
by  Its  own  organization  from  Otober  1,  1917,  to  date  of  valuation.  Although 
the  carrier  acquired  title  to  its  property  on  September  28,  1917,  it  did  not 
commence  recording  the  results  of  corporate  operations  and  other  matters 
in  Its  books  until  October  1,  1917. 
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CORPORATE  HISTORY 

The  carrier  was  incorporated  May  5,  1017,  under  the  general  laws  of  the 
State  of  New  York,  for  the  stated  purpose  of  acquiring  the  property,  rights, 
and  franchises  of  The  Newark  &  Marion  Railway  Company.  The  following 
chart  shows  the  names  of  the  corporations,  the  respective  dates  of  incorpora- 
tion, and  manner  of  succession.  Reference  to  each  of  these  corporations  Is 
made  in  the  last  column  by  its  respective  number  shown  in  the  first  columu. 


Incorporation 

1.  Marlon  Railway  Corporation... 

a.  The  Newark  &  Marlon  Railway 
Company. 

Under  general  laws  of  New 

York,  May  6. 1917. 
Under  general  laws  oC  New 
York,  May  4, 1900. 

Sold  at  foreclosure  Feb.  M,  1«7,  and 
acquired  Sept.  28, 1917.  by  1. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  owned  mileage  of  the  carrier,  amounting  to  8.334  miles,  extending  from 
Newark  to  Marion,  N.  Y.,  was  acquired  by  purchase.  The  property  was  con- 
structed by  The  Newark  &  Marion  Railway  Company  during  the  years  1904 
and  1905.  The  construction  work  was  performed  under  contract  by  The 
Syracuse  Railroad  Construction  Company. 

HISTORY  OF  CORPORATE  FIHAHCXHO 

Syndicating,  banking,  and  other  financial  arrangement*. — The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  have  been  made  in 
connection  with  the  issuance  of  the  securities  of  the  carrier. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  Incorporation  to  date 
of  valuation  the  carrier  has  issued  capital  stock  and  funded  debt,  as  indicated 
by  its  records,  aggregating  $60,000  par  value,  of  which  $53,559.32  is  actually 
outstanding  and  $0,440.68  is  held  by  or  for  the  carrier.  The  details  are  sum- 
marized in  the  following  table: 


Class 

Issued 

Retired  or 
held  by  or 
for  the 

Actually 
outstand- 
ing 

Stock,  cnpital  stock,  par  value,  common  

Long-term  debt,  funded  debt,  par  value,  unmatured:  Issued  

$10,000 
60,000 

$10,000.00 
43,550.32 

$6,440.08 

60.  000 

6,440.68 

53,559.  S3 

The  securities  held  by  or  for  the  carrier  consist  of  $0,440.68  par  value  of 
funded  debt 

Capital  stock. — The  authorized  capital  stock  of  the  carrier  la  $10,000  par 
value,  divided  into  shares  of  $100  par  value  each,  all  of  which  is  classified  as 
common  stock.  All  of  this  stock  was  issued  for  an  unapportioned  part  of  the 
property  of  The  Newark  &  Marion  Railway  Company,  and  is  all  actually  out- 
standing. 
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Funded  debt. — The  carrier  has  issued  first-mortgage  5  per  cent  26-year  gold 
bonds,  dated  July  1,  1917,  due  July  1,  1942,  In  exchange  for  the  following 
recorded  considerations : 


* 

Consideration 

Recorded 

Par  value 

Issued: 

Cash  

For  unapportioned  part  of  property  of  The  Newark  6  Marion  Railway 

$3,568.32 
40,000.00 

$3,559,33 

40,000.00 

Total  issued  for  considerations  

43,659.  32 

43.  659.  32 
6,440.68 

Total  issued  to  the  treasury  

60,000.00 
6, 440.  68 

43,659.32 

The  results  of  corporate  operations,  as  shown  In  the  Income  and  profit  and 


loss  accounts  of  the  carrier,  are  given  below. 

Income  statement  of  the  carrier. — A  condensed  summary  of  the  income  ac- 
counts for  the  period  October  1,  1917,  to  date  of  valuation,  follows. 

Operating  income: 

Railway  operating  revenues  $15, 807. 69 

Railway  operating  expenses   17, 013. 05 


Net  deficit  from  railway  operations   1, 205. 36 

Railway  tax  accruals   471. 72 


Gross  deficit   1,677.08 


Deductions  from  gross  income: 

Hire  of  equipment   1*620.00 

Interest  on  funded  debt   625. 00 


Total   2, 245. 00 


Total  deficit    3,922.08 

Disposition  of  net  income,  income  debit  balance  transferred  to  profit 

and  loss   3, 922.  08 

Profit  and  loss  statement  of  the  oarrier. — A  condensed  summary  of  the  profit 
and  loss  accounts,  for  the  period  October  1,  1917,  to  date  of  valuation,  follows. 

Debits,  net  debit  balance  transferred  from  income   $3,922.08 

Debit  balance  as  of  date  of  valuation  _  3,922.08 


Dividends.— The  carrier  has  not  declared  any  dividends  on  its  capital  stock 
to  date  of  valuation. 
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INVESTMENT  IN  KOAD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation  is  stated  in  its  books  as  $53,059.32,  of  which  the  following 
Is  a  general  analysis: 

For  property  acquired  by  purchase  from  The  Newark 
&  Marion  Railway  Company,  securities  Issued  at 
par  value: 

Capital  stock  $10,000.00 

Funded  debt   40,000.00 

■   $50, 000. 00 

For  additions  and  betterments,  recorded  money  outlay   3,559.32 


Total  recorded  as  of  date  of  valuation   53,550.32 

It  has  not  been  determined  whether  any  adjustment  of  the  above-recorded 
Investment  in  road"  and  equipment,  as  of  date  of  valuation,  would  be  required 
under  the  present  classification  of  accounts.  The  investment  in  road  and 
equipment  includes  securities  at  a  par  value  of  $50,000,  the  cash  value  of 
which  at  the  time  of  the  transaction  Is  not  known  and  can  not  be  definitely 
determined  because  it  has  not  been  possible  to  obtain  the  necessary  information. 
The  balance  in  the  road  and  equipment  investment  account,  so  far  as  it  ii 
resolvable  into  the  kinds  of  considerations,  would  comprise  the  following 


classes  of  recorded  outlay : 

Recorded  money  outlay  $3, 559. 32 

Capital  stock  issued  at  par  value   10, 000. 00 

Funded  debt  Issued  at  par  value   40, 000. 00 


The  above  outlays  may  include  amounts  that  represent  certain  lands  classi- 
fied herein  as  noncarrier  lands,  for  the  carrier  acquired  these  lands  with  all 
other  of  Its  lands  from  its  predecessor  for  blanket  considerations  that  are 
included  above,  and  it  has  not  charged  to  its  miscellaneous  physical  property 
account  any  amounts  representing  its  investment  in  these  noncarrier  lands. 
The  above  outlays  may  include  some  or  all  of  the  undetermined  cost  of  ft 
dwelling  at  Marion  which  has  been  inventoried  as  noncarrier  property  owned 
by  the  carrier,  which,  however,  is  not  identifiable  in  the  records  of  that 
company  reviewed  and  no  charge  has  been  made  to  the  miscellaneous  physical 
property  account  for  this  structure. 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes,  has  not  been  definitely 
ascertained.  For  the  property  constructed  by  The  Newark  &  Marion  Rail- 
way Company,  no  accounting  or  construction  records  of  the  outlay  for  its 
original  construction  have  been  found.  For  additions  and  betterments  to 
the  property,  the  data  obtained  from  the  accounts  of  the  carrier  are  as  fol- 
lows: Recorded  money  outlay  $3,550.32.  The  above  outlay  may  Include  some 
or  all  of  the  undetermined  cost  of  a  dwelling  at  Marion,  which  has  been  in- 
ventoried as  noncarrier  property  owned  by  the  carrier,  which,  however,  is 
not  identifiable  in  the  records  of  that  company  reviewed,  and  no  charge  has 
lieen  made  to  the  miscellaneous  physical  property  account  for  this  structure. 

Cost  of  lands. — The  carrier  reports,  in  connection  with  lands  and  rights  owned 
and  used  by  it,  that  its  lands  were  acquired  from  its  predecessor,  The  Newark 
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&  Marlon  Railway  Company,  together  with  structures  and  equipment,  for  a 
certain  amount  of  securities,  at  par  value,  and  that  the  cost  of  the  land  to 
it  is  not  separable.  The  costs  of  these  lands  to  The  Newark  &  Marion  Railway 
Company  have  not  been  reported  by  the  carrier,  and  no  records  were  available 
from  which  these  costs  could  be  ascertained.  Certain  of  these  lands  have  been 
classilied  as  carrier,  owned  and  used;  certain  lauds  have  been  clasailied  as 
carrier,  used  but  not  owned;  and  certain  lands  have  been  classified  as  non- 
carrier,  owned.  The  return  also  includes  a  right  in  private  binds,  classified 
as  carrier,  for  which  no  costs  have  been  reported.  All  of  the  above  lands  and 
rights  are  located  in  the  State  of  New  York. 

Cott  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  two  units  of  equipment,  and  certain  machinery,  with  costs  aggregating 
$2,142.16.  After  classifying  the  returns  according  to  the  classification  herein 
of  the  property  to  which  they  apply,  the  returns  are  summarised  as  follows: 


Classification 

Units 

Costs  esU- 
znated  1 

|7W).  00 

Equipment: 

• 
1 

1. 158.60 
233.  at 

2 

1.302.18 

*  Amounts  wUmated  by  too  carrier  or  otherwise  uot  supported  by  accounting  records. 


MISCELLANEOUS  PHYSICAL  PROPERTY 

The  accounts  of  the  carrier  do  not  record  as  such  any  investment  in  miscel- 
laneous physical  property,  as  of  date  of  valuation.  However,  certain  lands 
owned  by  the  carrier  have  been  classified  herein  as  noncarrier  lands,  which 
were  acquired  with  other  of  its  lands  from  its  predecessor,  for  blanket  con- 
siderations that  are  included  in  its  roud  and  equipment  investment  account, 
but  the  portion  representing  these  lands  is  not  separately  recorded.  In  addi- 
tion, a  certain  structure  at  Marion  has  been  inventoried  as  noncarrier  prop- 
erty owned  by  the  carrier  as  referred  to  hereinbefore.  However,  the  amount 
that  would  be  includible  in  the  miscellaneous  physical  property  account  to 
represent  the  investment  in  such  property  has  not  been  indicated  by  the 
records  reviewed. 

AIDS,  GIFTS,  0 BANTS,  AND  DONATIONS 

The  carrier  has  made  no  report  of  aids,  gifts,  grants,  or  donations  and 
none  were  found  of  record. 

MATERIAL  AND  SUPPLIES 

The  accounts  of  the  carrier  do  not  record  any  Investment  in  material  and 
supplies  as  of  date  of  valuation. 

LEAS  Ell)  RAILWAY  PROPERTY 

The  carrier  uses,  on  date  of  valuation,  station  facilities  and  has  certain 
trackage  rights  at  Newark,  of  property  owned  by  The  Elmlra  and  Lake  Ontario 
Railroad  Company,  covered  by  a  verbal  agreement.  No  rental  payments  are 
recorded. 
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GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 


1m  as  follows: 

ASSBTB 

Investments,  Investment  In  road  and  equipment  $53, 559.32 

Current  assets,  cash   1,521.46 

Unadjusted  debits: 

Other  unadjusted  debits   1,770.88 

Securities  Issued  or  assumed,  unpledged.  $6,440.68  


Total      56,851.65 

LIABILITIES 

Stock,  capital  stock     10,000.00 

Long-term  debt,  funded  debt  unmatured: 

Total  book  liability   $50,000.00 

Less  held  by  or  for  the  carrier                              6, 440.  68  43,  559. 32 


Current  liabilities: 

Traffic  and  car-service  balances  payable—    1,049.81 

Miscellaneous  accounts  payable   5.264.60 


Total   7,214.41 


Corporate  surplus,  profit  and  loss,  debit  balance   3, 922. 08 

Grand  total     56,851.65 


Predecessor  Company 

Tub  Newark  &  Marion  Railway  Company,  Predecessor  of  the  Carries 

The  Newark  A  Marlon  Railway  Company  was  incorporated  May  4.  1900,  in 
the  State  of  New  York.  The  accounting  records  of  The  Newark  A  Marion 
Railway  Company  were  not  obtained.  Therefore,  no  information  can  be  given 
from  the  accounts  regarding  its  financial  dealings,  corporate  operations,  or 
investments.  However,  certain  data  given  below  were  obtained  from  annual 
reports  to  the  Interstate  Commerce  Commission.  The  Newark  A  Marlon  Ball- 
way  Company  was  controlled  by  The  Syracuse  Railroad  Construction  Company 
on  February  28,  1917,  date  of  foreclosure  sale,  through  ownership  of  a  majority 
of  the  capital  stock.  The  property  was  operated  by  Its  own  organization  from 
date  of  completion  of  construction  in  November,  1905,  to  April  22,  1914,  and 
from  that  date  to  April  6,  1917,  by  a  receiver.  A  contract  for  the  construc- 
tion was  made  with  The  Syracuse  Railroad  Construction  Company,  under  the 
terms  of  which  the  contractors  received  $100,000  par  value  of  capital  stock 
and  $250,000  par  value  of  first-mortgage  gold  bonds,  dated  May  1,  1905,  dne 
May  1,  1945. 

The  railroad  owned  by  The  Newark  &  Marion  Railway  Company  on  da'e 
of  sale  amounted  to  8.334  miles,  and  consisted  of  a  single-track  standard- 
gauge  steam  railroad  extending  from  Newark  to  Marion,  N.  Y.  Although  ■ 

116 1,  a  a 


Digitized  by  Google 


MARION  RY.  CORP. 


587 


temporary  receiver  was  appointed  March  28,  1014,  In  proceedings  for  volun- 
tary dissolution  of  the  corporation,  possession  of  the  property  for  operation 
was  not  taken  until  April  22,  1914.  The  property  was  sold  under  foreclosure 
of  the  first  mortgage  on  February  26,  1917,  and  operations  were  discontinued 
on  April  0,  1917.  No  outlay  by  this  company  for  property  can  be  stated, 
owing  to  missing  records. 

APPENDIX  3 

ANALYSIS  OP  METHODS  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  Incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
tbe  treasury  within  that  period.  The  remaining  proportion  of  operating 
expenses  will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration  has 
been  given  to  the  requirements  in  tbe  way  of  a  stock  of  material  and  supplies. 
The  factors  affecting  cash  working  capital  are  as  follows :  The  relative  amount 
of  revenue  from  the  various  classes  of  service;  tbe  elapsed  time  from  the 
beginning  of  such  service  to  the  receipt  in  the  treasury  of  the  revenues  for  the 
service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty  cars 
to  the  point  of  loading,  the  time  consumed  in  loading,  and  tbe  time  the  receipts 
are  in  transit  to  the  treasury,  and,  for  freight  with  charges  collected  at 
destination,  in  addition,  the  time  for  movement  under  load,  the  time  consumed 
in  unloading,  and  the  credit  period  for  payment  of  charges ;  the  relative  amount 
of  operating  expenses  for  various  purposes;  and  the  elapsed  time  from  the 
beginning  of  the  accrual  of  such  respective  expenses  to  the  time  when  they 
must  be  paid.  The  factors  in  most  cases  represent  the  experience  of  all  Class 
I  carriers  and  In  a  few  eases  consist  of  specially  assembled  data  from  the 
experience  of  territorially  scattered  carriers  that  represent  over  40  per  cent 
of  the  operating  expenses  of  all  Class  I  carriers.   For  material  and  supplies, 
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consideration  has  been  given  to  the  average  book  value  of  the  stock  carried  by 
all  Class  I  and  Class  II  carriers  on  June  30  for  the  years  1914-1910,  and  to 
the  fact  that  some  part  of  this  stock  is  held  for  additions  and  betterments  and 
new  construction  and  that  some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  Indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  cupital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
plicable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and  loaded 
car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues  from 
each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  In  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of 
a  common  carrier/' 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's  com- 
mon-carrier property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  on  hand.  In  such  cases,  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  hand. 

There  are  no  material  and  supplies  and  the  cash  on  hand  on  date  of  valuation 
is  less  than  the  average  amount  found  by  the  above  method.  Accordingly,  It 
is  found  that  the  working  capital  owned  and  used  by  the  carrier  for  common- 
carrier  operations  on  date  of  valuation  is  $1,521. 
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Valuation  Docket  No.  602 
MACKINAC  TRANSPORTATION  COMPANY 


Submitted  September  23,  1925.    Decided  October  8,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  The  Mackinac  Trans- 
portation Company,  owned  and  used  for  common-carrier  purposes,  found 
to  be  $629,163,  as  of  June  30,  1918. 

Report  op  the  Commission 

Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
Bt  Division  1 : 

The  Mackinac  Transportation  Company,  hereinafter  called  the  car- 
rier, is  a  corporation  of  the  State  of  Michigan,  controlled  by  The 
Duluih,  South  Shore  &  Atlantic  Railway  Company,  the  Grand 
Rapids  &  Indiana  Railway  Company,  and  The  Michigan  Central 
Railroad  Company  through  equal  stock  ownership.  It  owns  and 
operates  two  steel  car-ferry  steamers  across  the  Straits  of  Mackinac 
between  Mackinaw  City,  Mich.,  and  St.  Ignace,  Mich.,  a  distance  of 
about  8  miles. 

By  our  order  of  July  10,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation,  as  of  June  30, 1918,  of  the  property  of 
the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate  com- 
merce act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  tentative  valuation  will  be  made  final. 


Order 
Entered  October  8y  1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  coinmis- 
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sion  under  and  in  compliance  with  the  authority  conferred  and  the 
duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce 
act,  was  duly  given  to  said  carrier  and  to  the  Attorney  General  of 
the  United  States,  the  Governor  of  Michigan,  and  the  Michigan 
Public  Utilities  Commission ; 

It  further  appearing,  That  no  protest  against  said  tentative  valu- 
ation was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared 
to  be,  the  final  valuation  of  the  property  of  The  Mackinac  Trans- 
portation Company,  as  of  June  30,  1918 : 

Location  and  general  description  of  property. — The  Mackinac 
Transportation  Company,  hereinafter  called  the  carrier,  is  a  com- 
mon carrier  by  water.  It  owns  no  real  property,  but  owns  and 
operates  two  steel  car-ferry  steamers  across  the  Straits  of  Mackinac 
between  Mackinaw  City,  Mich.,  and  St.  Ignace,  Mich.,  a  distance  of 
about  8  miles.  The  carrier  is  controlled  by  The  Michigan  Central 
Railroad  Company,  The  Duluth,  South  Shore  &  Atlantic  Railway 
Company,  and  the  Grand  Rapids  &  Indiana  Railway  Company,  and 
it  operates  for  the  principal  purpose  of  supplying  car-ferry  service 
for  these  three  companies.  It  has  joint  use  of  the  docks  at  Mackinaw 
City  and  St.  Ignace  that  are  owned  by  two  of  the  controlling  com- 
panies. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $665,874.94  in  stock  and 
long-term  debt,  of  which  $65,000  represents  common  stock,  $50,000 
funded  debt,  and  $550,874.94  long-term  advances  payable. 

Results  of  corporate  operations. — The  operating  expenses  and  all 
other  charges  from  operations,  less  revenues  received  from  outside 
parties,  are  paid  monthly  by  the  controlling  companies.  The  carrier 
has  not  declared  any  dividends  on  its  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier,  as  shown  by  its  accounting  records, 
may  be  summarized  as  follows : 

Recorded  money  outlay  $391, 122.06 

Funded  debt  Issued,  par  value   184. 000. 00 

Short-term  notes  issued,  par  value   78, 106. 66 

Old  equipment  given  in  part  payment  for  equipment  now  owned, 
recorded  exchange  value   83, 000. 00 

We  are  not  able  to  report  the  cash  value  at  the  time  of  the  trans- 
action of  the  outlays  other  than  money  because  we  have  not  been 
able  to  obtain  the  information.  Further  information  will  be  found 
in  Appendix  2. 
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Investment  in  real  property  and  equipment.— The  carrier  owns  no 
real  property.  Its  investment  in  floating  equipment,  on  date  of 
valuation,  is  stated  in  its  books  as  $670,563.80.  With  readjustments 
required  by  our  accounting  examination  this  amount  would  be  in- 
creased to  $686,288.72,  of  which  $295,166.66  represents  considera- 
tions other  than  money,  the  cash  value  of  which  at  the  time  of  the 
transaction  we  are  not  able  to  report  because  it  has  been  impossible 
to  obtain  the  information.  Further  information  will  be  found  in 
Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  depreciar 
lion. — The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  material 
and  supplies,  wholly  owned  and  used  by  the  carrier  are  $703,795 
and  $591,176,  respectively.  These  amounts,  classified  in  conformity 
with  the  classification  of  expenditures  for  real  property  and  equip- 
ment as  prescribed  by  us,  are  shown  in  the  summary  sheet,  which 
is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value— Thz  carrier  does  not  own  or 
use  any  land  for  common-carrier  purposes. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  no  property  held  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
reports  that  it  has  not  received  any  aids,  gifts,  grants,  or  donations. 
The  records  do  not  show  that  any  were  received  by  it. 

Material  and  supplies. — The  carrier  has  no  material  and  supplies 
on  hand.  The  investment  in  material  and  supplies  on  date  of  valu- 
ation, as  shown  in  the  books  of  the  United  States  Railroad  Adminis- 
tration, covering  the  operation  of  the  property  of  the  carrier, 
amounts  to  $956.60. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  value  here  reported,  the  value  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  wholly  owned  and  used,  devoted 
by  it  to  common-carrier  purposes,  is  found  to  be  $629,163.  The  sum 
of  $9,163  is  included  in  the  value  above  stated  on  account  of  working 
capital,  including  material  and  supplies.  No  other  values  or  ele- 
ments of  value  to  which  specific  sums  can  now  be  ascribed  are  found 
to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
the  summary  sheet  showing  the  classification  of  the  cost  of  repro- 
duction new  and  cost  of  reproduction  less  depreciation,  above  set 
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forth,  in  conformity  with  the  classification  of  expenditures  for  real 
property  and  equipment  prescribed  by  us.  Appendix  2  shows  in 
detail  the  history  and  organization  of  the  carrier;  moneys  and  other 
considerations  received  by  reason  of  issues  of  stocks,  bonds,  and 
other  securities,  together  with  the  syndicating,  banking,  and  other 
financial  arrangements  attending  their  issue;  the  net  and  gross  earn- 
ings; the  development  of  physical  property;  investment  in  real 
property  and  equipment;  the  general  balance  sheet  statement;  and 
other  pertinent  information.  Appendix  3  is  a  statement  of  the 
method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting  and  engineering  reports,  copies  of  which  have 
been  furnished  to  interested  parties  and  the  State  officials  of  the 
State  in  which  the  carrier  embraced  in  this  proceeding  is  situated, 
give  the  details  respecting  the  figures  here  reported,  and  are  on 
file  in  the  Bureau  of  Valuation  of  the  commission,  open  to  public 
inspection,  and  subject  to  the  direction  of  Congress.  These  reports 
are  referred  to  for  greater  particularity  as  to  the  matters  herein 
stated. 


APPENDIX  1 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  carrier's  boats  serve  as  a  connection  between  the  Upper  and  Tiower 
Peninsulas  of  Michigan,  and  Its  principal  business  is  handling  the  traffic  of 
The  Michigan  Central  Railroad  Company,  The  Duluth,  South  Shore  &  Atlantic 
Railway  Company,  and  the  Grand  Rapids  &  Indiana  Railway  Company. 

EQUIPMENT 

The  carrier's  equipment  consists  of  two  steam  car  ferries  of  2,090  and  2,383 
gross  registered  tons,  and  4,500  and  2,700  indicated  horsepower,  respectively. 

GENERAL  EXPENDITURES 

General  expenditures,  exclusive  of  interest,  hare  been  estimated  at  1.5  per 
cent  on  account  W.  P.  1.  Interest  during  construction  has  been  estimated  for 
one-half  the  construction  period  of  eight  months  at  6  per  cent  per  annum  on 
accounts  W.  P.  1  and  W.  P.  11,  except  interest  itself. 
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SUMMARY 


Wholly  oxcned  and  used 


Account 

Classes 

Cost  of  re- 
production 
new 

Cost  0  (re- 
production 
less  depre- 
dation 

W.  P.  1. 
W.  P.  11. 

I.  n.OATtNQ  EQnTUENT 

23,997 
703,705 

31,789 
801.170 

m.  GENERAL  EXPENDITUHKS 

Miscellaneous  

Total.  W.  P.  1  to  W.  P.  11,  inclusive,  except  W.  P.  0  and  7  

APPENDIX  2 


INTBOUICTOBY 

The  carrier  Is  a  corporation  of  the  State  of  Michigan,  having  its  principal 
office  at  St  Ignace,  Mich.  While  the  present  name  of  the  carrier  is  that  given 
above,  it  was  incorporated  originally  as  the  Mackinac  Transportation  Com- 
pany, which  was  later  changed  to  The  Mackinac  Transportation  Company. 
It  is  controlled,  through  equal  ownership  of  its  entire  capital  stock,  by  The 
Duluth,  South  Shore  &  Atlantic  Railway  Company,  the  Grand  Rapids  & 
Indiana  Railway  Company,  and  The  Michigan  Central  Railroad  Company. 
On  the  other  hand,  the  carrier,  Itself,  does  not  control  any  other  common- 
carrier  corporations.  The  carrier  operated  its  property  with  its  own  organi- 
zation from  the  date  operations  were  commenced  to  December  31,  1917.  On 
January  1,  1018,  its  common-carrier  property  was  taken  over  for  operation 
by  the  United  States  Railroad  Administration,  which  is  still  operating  it  on 
date  of  valuation.  The  property  has  always  been  operated  for  the  principal 
purpose  of  providing  car-ferry  service  for  the  controlling  companies. 

» 

CORPORATE  HISTORY 

The  carrier  was  incorporated  October  12,  1881,  under  the  general  laws  of 
the  State  of  Michigan,  as  the  Mackinac  Transportation  Company  for  the 
purpose  of  engaging  in  the  business  of  maritime  commerce  or  navigation  within 
the  State  of  Michigan,  or  upon  the  frontier  lakes  or  other  navigable  waters 
connected  therewith,  and  acquiring  by  purchase  or  construction,  boats,  docks, 
and  other  property.  On  October  10,  1911,  upon  the  expiration  by  limitation 
of  its  charter,  the  company  was  reincorporated  for  another  period  of  30 
years,  in  the  State  of  Michigan,  changing  the  name  to  The  Mackinac  Trans- 
portation Company. 

DEVELOPMENT  OP  FIXED  PHYSICAL  PROPERTY 

The  common-carrier  property  owned  by  this  company  on  date  of  valuation, 
comprising  two  car-ferry  steamers,  was  constructed  for  it  during  the  years 
1911,  1912.  and  1913  under  contract  by  The  Toledo  Ship  Building  Company. 
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HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  banking,  and  other  financial  arrangement*. — The  records  re- 
viewed do  not  Indicate  that  any  syndicating  arrangements  have  been  made 
in  connection  with  the  issuunce  of  the  securities  of  the  carrier.  The  carrier's 
financial  arrangements  include  the  issuance  of  its  capital  stock  to  and  the 
the  Incurring  of  long-term  advances  from  the  controlling  companies  to  secure 
funds  for  the  acquisition  of  equipment,  and  the  issuance  of  first-mortgage 
bonds  and  short-term  notes  to  car  builders  in  payment  for  equipment. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation  to 
date  of  valuation,  the  carrier  has  issued  stock  and  long-term  debt  and  in- 
curred long-term  advances  as  indicated  by  the  records,  aggregating  $1,500,800.81 
par  value,  of  which  $605,874.94  is  actually  outstanding.  The  details  are  sum- 
marized below. 


Issued  or 
incurred 

Retired  or 
repaid 

Actually 
outstanding 

Long-term  debt,  funded  debt,  par  value,  issued.  

Sl30.000.00 
184.000.  00 
1.186,800.81 

165,000.00 

rat'  22  8? 

$G5,00O00 
50.000.0) 
5iO,874.W 

1, 500, 800. 81 

834.92S.87 

665,87104 

Capital  stock.— The  authorised  capital  stock  of  the  first  Mackinac  Trans- 
portation Company  was  $05,000  par  value,  divided  into  shares  of  $25  par  value 
each,  all  of  one  class.  The  authorized  amount  was  issued  to  the  controlling 
companies  at  par  for  $05,000  in  cash  during  the  year  1881,  and  was  retired 
In  1911,  by  exchange  for  new  stock.  The  authorized  capital  stock  of  the  carrier 
is  $05,000  par  value,  divided  Into  shares  of  $100  par  value  each,  all  of  one 
class.  The  entire  amount  authorized  was  issued  in  exchange,  share  for  share, 
for  the  stock  of  the  first  Mackinac  Transportation  Company,  which  was  retired 
and  canceled. 

Funded  debt. — The  carrier  has  issued  $184,000  par  value  of  first-mortgage  5 
per  cent  bonds,  dated  October  15,  1911,  and  due  serially  to  October  15,  1919, 
of  which  $134,000  have  been  reacquired  and  retired,  leaving  $50,009  actually 
outstanding.  The  $184,000  par  value  of  bonds  were  issued  at  par  in  part  pay- 
ment for  the  car-ferry  steamer  Chief  Waibatam,  and  the  $184,000  were  re- 
acquired at  par  for  cash. 

Long-term  advances  payable. — The  carrier  has  received  long-term  advances 
from  the  controlling  companies,  aggregating  $1,186,800.81,  of  which  $635,925.87 
have  been  repaid,  leaving  $550,874.94  owing  on  date  of  valuation.  The  con- 
siderations recorded  as  passed  in  connection  with  the  receipt  and  repayment 
In  part  of  the  advances  are  as  detailed  hereunder : 


Consideration 

1 1, 186,  800.  81 

633,030  08 
2,804.80 

fl.  186,800  81 
635,925.87 

Advances  repaid,  amounts  charged  to  the  controlling  companies,  cover- 

lne— 

Depreciation  accrued  on  docks  and  car  ferries  
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Short-term  notes. — The  carrier  has  issued  and  reacquired  $289,821.01  par 
value  of  short-term  notes  In  exchange  for  the  following  recorded  considerations : 


Consideration 

Recorded 

Par  value 

Issued: 

S21 1,448. 20 
185.76 

78,188.86 

}  1211.654.95 
78,166.66 

Interest  

Unnrmortloned  part  of  car-ferry  steamer  Salnte  Marie,  owned  and  used 

289,821.61 
2*9,821.01 

289,621.61 
2Stt.N21.fll 

None. 

RK STILTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit 
and  loss  accounts  of  the  carrier  and  the  United  States  Railroad  Administra- 
tion, are  given  below. 

Jnoome  statement  of  the  Mackinac  Transportation  Company. — A  condensed 
summary  of  the  income  accounts  for  the  year  ended  December  31,  1917,  and 
for  the  period  from  December,  1881,  to  date  of  valuation,  follows: 


OperaUnjr.  income 
Water-line 
"Water-line 


  r3.14fl.03 

193,  77R.  49 


Net  defldt  from  water-line  operations. 
Water -line  tai  accruals  


Total  watoi  -line  operating  loss . 


Other  Income: 

Income  from  unfunded  securities  and 
Contributions  from  other 


Total  

Oross  Income.. 


Deductions  from  rioss  Income: 

Interest  on  funded  debt  

Miscellaneous  flied  charges. 


Total... 
Net  loss. 


Disposition  of  net  income: 

Income  debit  balance  transferred  to  profit  and  loss  

Income  debit  balances  In  suspense  on  date  of'valuatlon.    This  amount 

will  be  charged  to  the  controlling  companies  on  or  before  the  end  of  the 

calendar  year  1918   


Year 


120.(^0  W 

1,688  57 


122.  219.03 


573. 16 
125, 187. 64 


125,  7<j0.  G9 


Period 


$1,410.  583.  28 
2.  6*).  548.  81 


1.2W,<«\T  «5 
74, 305  OS 

1,844,288.81 


1,805.  38 
1,381.500  20 


3, 541. 68 


8,541.66 


1,383,725.  58 
3V.  456.  97 


41,116.66 

38.50 


3,541.66 


41,155.  16 


1.098.  19 


1.842. 19 
56.00 


An  examination  shows  that,  under  the  present  classification  of  accounts, 
certain  items  recorded  as  water  line  operating  expenses  would  be  transferable 
to  another  account,  and  that  certain  items  recorded  in  other  accounts  would 
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be  transferable  to  water-line  operating  expenses.  These  Items,  grouped  accord- 
Ins  to  their  effect  ?n  the  income  statement  for  the  period,  are  as  follows: 

Addable  to  water-line  operating  expenses : 

Transferable  from  debits  in  profit  and  loss  account, 
covering  charges  for  depreciation  of  equipment,  $10,228.17 

Transferable  from  other  accounts,  covering 
charges  for  depreciation  on  docks  and  equip- 
ment, which  amounts  were  charged  directly 

against  the  controlling  companies   633, 030. 08 

  $043, 259. 15 

Deductible  from  water-line  operating  expenses : 

Transferable  from  credits  in    profit    and  loss 

account,  covering  an  adjustment   575.57 

Transferable  to  debit  of  real  property  and  equip- 
ment investment  account,  covering  expenditures 
for    additions    and    betterments  Improperly 

charged  to  operating  expenses   15, 724. 02 

  16, 300. 49 

Net  increase     026.958.66 

The  carrier  bills  Its  operating  deficits  against  the  controlling  companies 
and  credits  such  amounts  in  its  income  statement  as  contributions  from  other 
companies,  as  is  stated  in  the  section  devoted  to  leased  property.  Under  such 
its,  the  above-mentioned  net  increase  in  water-line  operating  ex- 
would  have  increased  the  amounts  billed  against  the  tenant  companies, 
with  corresponding  increase  in  the  credits  to  the  contributions  from  other 
companies  account.  Therefore,  such  adjustments  would  not  change  the  Income 
debit  balance  transferred  to  profit  and  loss.  For  the  period  from  December, 
1881,  to  December  81,  1917,  the  aggregate  water-line  operating  expenses  have 
been  234.5  per  cent  of  the  water-line  operating  revenues,  and  for  the  period  of 
10  years  preceding  December  31,  1917,  210.4  per  cent.  The  ratios  and  the 
net  water-line  operating  deficit  for  the  years  ended  on  December  31,  from 
1908  to  1917,  and  for  the  six  months  ending  on  date  of  valuation,  are  given  in 
the  table  below : 


Period 

Ratio 

Defldt 

i  Year  1914  

j  Year  191ft    

ISA.  1 
194.7 
212.4 

•315.1 

X3,40tU 
53,549.73 
75,024.79 

122.219  03 

1  Year  1916  

Year  1917  

Year  1908   266. 8 

Year  1909    241.4 

Year  1010.   181.4 

Year  1911.   183.2 

Year  1912   180.0 

Year  1913  !  231.3 


Deficit 


$77,058.00 

w,  -m.  w 

40,  245.71 
49,321.01 

82,  757. 17 


»  Operations  of  United  Stat<w  Railroad  Administration. 

Profit  and  toss  statement  of  the  carrier. — A  condensed  summary  of  the 
profit  and  loss  accounts  for  the  period  from  December,  1881,  to  date  of  valua- 
tion follows: 

Credits,  miscellaneous  credits: 

Adjustment  of  water-line  operating  expenses   $575.57 

Adjustment  of  amounts  contributed  by  controlling  companies, 
being  additional  contributions  equal  to  profit  and  loss  debit 

as  of  certain  dates     14,294.79 


Total   
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Debits: 

Net  debit  balance  transferred  from  income  .   $1,942.19 

Real  property  and  equipment  debits   3, 000. 00 

Miscellaneous  debits,  depreciation  accrued  on  car-ferry  boats.  10, 228. 17 

Total   14, 870. 36 

Balance  recorded  as  of  date  of  valuation   None. 


Income  statement  of  the  United  States  Railroad  Administration.— A  con- 
densed summary  of  the  income  accounts,  there  being  no  profit  and  loss 
accounts,  for  the  period  from  January  1,  1918,  to  date  of  valuation,  follows : 


Operating  Income : 

Water-line  operations,  revenues  $26,316.00 

Water-line  operations,  expenses   82,428.22 


Net  deficit  from  water-line  operations   66, 112. 22 

Water-line  tax  accruals.   587.  08 


Total  water-line  operating  loss   no,  000.  30 

Nonoperating  income: 

Income  from  unfunded  securities  and  accounts   132.44 

Contributions  from  other  companies   56,600.86 

Total      56,699.30 


Dividends. — The  carrier  has  not  declared  any  dividends  on  its  capital  stock. 

» 

INVESTMENT   TN    RfCAT,   PROPKRTY   AND  EQUIPMENT 

■  ■ 

The  investment  of  the  carrier  in  floating  equipment,  no  real  property  being 
owned,  on  date  of  valuation  is  stated  in  its  books  as  $670,563.80,  of  which 
the  following  is  a  general  analysis : 

For  floating  equipment  owned  and  used  on  date  of  valuation : 


Car-ferry  steamer  Chief  Watcatam — 

Recorded  money  outlay  $205. 853. 43 

Funded  debt  issued  at  par  value   184,  000. 00 

  $389,853.43 

Car-ferry  steamer  Sainte  Marie — 

Recorded  money  outlay   160,  543. 71 

Short-term  notes  issued  at  par  value   78, 166. 66 

Old    equipment    given    in    part  payment, 

recorded  exchange  value   88,000.00 

  280,710.37 

For  floating  equipment  and  dock  property  acquired,  but  retired 
prior  to  date  of  valuation : 

Charges  in  connection  with  the  acquisitions — 

Recorded  money  outlay  $453, 823. 29 

Short-term  notes  issued  at  par  value   211, 469. 20 

Old    equipment    given    in    part  payment, 
recorded  exchange  value   25,000.00 


Total     600.202.49 

■I'll     1  T=B 
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Credits  In  connection  with  the  retirements — 
Cash,  notes,  and  new  equipment  received  as 

proceeds  from  sales,  recorded  amount   $75,450.00 

Depreciation  accrued  on  retired  property   614,  842. 49 

Total   690,292.40 

Total  recorded  as  of  date  of  valuation  $670, 563. 80 

The  carrier  has  reported  an  amount  of  $086,288.72  as  the  cost  of  the  two 


car-ferry  steamers  owned  and  used  by  it  on  date  of  valuation.  This  amount  is 
$15,724.92  in  excess  of  the  charges  in  the  real  property  and  equipment  invest- 
ment account  for  such  property.  The  difference  represents  expenditures  for 
additions  and  betterments  which  were  charged  to  water-line  operating  ex- 
penses. If  the  charges  of  $15,724.92  were  transferred  to  the  real  property  and 
equipment  investment  account,  and  if  all  items  then  contained  therein  were 
taken  at  their  recorded  values,  the  balance  In  the  account  would  be  Increased 
to  $686,288.72,  comprising  the  following  classes  of  recorded  outlay : 

Recorded  money  outlay   ___  $391,122.08 

Funded  debt  issued  at  par  value   184, 000. 00 

Short-term  notes  issued  at  par  value   78, 166. 06 

Old  equipment  given  in  part  payment,  recorded  exchange  value   83, 000. 00 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  two  car-ferry  steamers,  there  being  no  real 
property,  owned  by  the  carrier  and  used  for  common-carrier  purposes,  as  indi- 
cated by  charges  to  the  real  property  and  equipment  investment  account  and 
to  the  water-line  operating  expenses  account,  has  been  ascertained  to  be  as 
follows : 

Recorded  money  outlay,  including  $15,724.92  charged  to  water-line 

operating  expenses  $391,122.06 

Funded  debt  issued  at  par  value   184, 000. 00 

Short-term  notes  issued  at  par  value   78,166.66 

Old  equipment  given  in  part  payment,  recorded  exchange  value   33, 000. 00 

Cost  of  land$. — The  carrier  reports  that  it  does  not  own  or  use  any  lauds, 
and  none  have  been  inventoried  to  it. 

Coat  of  machinery  and  equipment.— The  carrier  reports  that  it  owns  and  uses 
two  car-ferry  steamers,  classified  as  line  equipment,  with  costs  of  $GS6,288.72. 
The  reported  costs  are  supported  by  accounting  records,  and  are  detailed  bj 
considerations  in  a  preceding  section  of  this  chapter. 

INVESTMENTS  IN  OTHER  COMPANIES 

This  company  has  acquired  and  disposed  of  $188,000  par  value  and  $182,723.64 
book  value  of  Investment  bonds  and  notes  at  a  recorded  loss  of  $2,804.89, 
which  was  charged  directly  to  the  controlling  companies. 

AIDS,  GIFTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  it  has  not  received  any  aids,  gifts,  grants,  or  dona- 
tions, and  none  have  been  found  of  record. 
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MATERIAL  AND  SUPPLIES 

The  Investment  of  the  United  States  Railroad  Administration  in  material 
and  supplies,  assignable  to  the  operation  of  this  property,  on  date  of  valuation 
is  stated  in  its  books  as  $956.00. 

LEASED  PROPERTY 

The  property  of  the  carrier  has  always  been  operated  for  the  principal 
purpose  of  supplying  car-ferry  service  for  the  controlling  companies.  The 
operating  arrangements  in  effect  on  December  81,  1917,  which  have  been 
continued  by  the  United  States  Railroad  Administration,  are  indicated  below. 
The  carrier  pays  all  of  its  operating  expenses,  and  collects  all  revenues  for 
service  performed  except  for  through  freight  handled  for  the  controlling  com- 
panies. Its  net  operating  deficits,  exclusive  of  charges  for  depreciation,  are 
billed  monthly  against  the  controlling  companies  on  the  basis  of  the  through 
freight  traffic  handled  for  them,  and  the  bond-interest  accruals  and  depreciation 
charges  are  billed  in  equal  amounts  against  the  controlling  companies.  The 
carrier  has  joint  use  of  the  docks  at  Mackinaw  City,  Mich.,  owned  by  The 
Michigan  Central  Railroad  Company,  and  also  of  the  docks  at  St.  Ignace, 
Mich.,  owned  by  The  Duluth,  South  Shore  &  Atlantic  Railway  Company.  There 
are  no  written  agreements  covering  their  use. 


The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  as  follows : 


Investments,  real  property  and  equipment : 

Investment    $670,663.80 

Less  reserves  for  accrued  depreciation   40, 166. 63 

 $630, 897. 17 

Working  assets : 

Traffic  balances  owed  by  other  companies   1. 00 

Miscellaneous  accounts  receivable   23,301.05 


Total   23,302.05 

Deferred  debit  Items : 

Special  deposits*.   1,875.00 

Insurance  and  other  reserve-fund  assets   3,627.50 

Other  deferred  debit  items,  including  United  States  Govern- 
ment deferred  debits   84,595.92 


Total   89,598.42 


Grand  total   743, 297. 64 
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Stock,  capital  stock     $65,000.00 

Long-term  debt: 

Funded  debt     50,000.00 

Long-term  advances  payable   550, 874. 94 

Working  liabilities : 

Audited  vouchers  and  wages  unpaid     Dr.  0.88 

Matured  dividends  and  interest  unpaid   625.00 

Working  advances  owed  to  other  companies   83,000.00 


Total    83,615.18 

Accrued  liabilities  not  due,  unmatured  dividends,  interest,  and 

rents  payable   416.66 

Deferred  credit  items,  United  States  Government  deferred  credit 

Grand  total   743,297.64 

United  States  Railroad  Administration 

BALANCE  SHEET  STATEMENT 


The  general  balance  sheet  statement  of  the  United  States  Railroad  Adminis- 
tration, as  of  date  of  valuation,  is  as  follows : 


Working  assets: 
Cash- 
Working  funds  in  hands  of  treasurer  $8,  205.  04 

For  redemption  of  bonds   30, 347. 34 

Traffic  balances  receivable   8,  111.  99 

Net  balances  due  from  agents,  pursers,  and  stewards   6, 122.51 

Miscellaneous  accounts  receivable   29, 165.  95 

Materials  and  supplies   956.80 

Total   77,010.88 

Deferred  debit  items: 

Insurance  premiums  paid  in  advance   8, 452. 05 

Other  deferred  debit  items     43, 390.92 

Total   46.842.97 

Grand  total    124,753.80 
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LIABILITIES 

Working  liabilities: 

Audited  vouchers  and  wages  unpaid   $36, 982. 14 

Traffic  balances  payable   0.01 

Miscellaneous  accounts  payable     86.96 


Total     37, 078. 11 


Deferred  credit  items : 

Other  deferred  credit  items   — -   85, 175. 19 

Reserve  for  accrued  depreciation     2,500.00 


Total   85,675.19 


Grand  total     124,753.30 


APPENDIX  3 

AKAYL8I8  OF  METHODS  FOB  DETERMINING  WORKING  CAPITAL 

As  explained  in  the  section  of  Appendix  2  on  leased  property,  this  carrier 
pays  all  its  operating  expenses  but  receives  revenue  only  from  the  services 
performed  other  than  through  freight  traffic,  the  revenue  from  which  accrues 
to,  and  is  collected  by,  the  controlling  companies.  The  net  operating  deficits 
are  paid  monthly  by  the  controlling  companies. 

The  cash  on  hand  on  date  of  valuation  in  the  form  of  working  funds  in  the 
hands  of  the  treasurer  is  $8,206.  The  material  and  supplies  on  hand  are  $957. 
Considering  the  operating  expenses  for  the  year  ended  on  date  of  valuation, 
the  operating  revenues  collected  by  the  carrier,  and  the  operating  current 
assets  and  liabilities,  it  is  found  that  the  working  capital  as  of  date  of  valua- 
tion is  substantially  the  sum  of  the  working  funds  on  hand  and  the  material 
and  supplies,  or  $9,163,  which  together  equal  about  4.7  per  cent  of  the  operat- 
ing expenses  for  the  year  ended  on  date  of  valuation. 
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Valuation  Docket  No.  656 
ALABAMA  &  NORTH  WESTERN  RAILROAD  COMPANY 


Submitted  November  30,  19t5.   Decided  October  15,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  Alabama  &  North 
Western  Railroad  Company,  owned  and  used  for  common-carrier  purposes, 
found  to  be  $165,000,  aa  of  June  30,  1010. 

Report  of  the  Commission 

Division  1,  Commissioners  Meter,  Aitchison,  and  Lewis 
Bt  Division  1 : 

The  Alabama  &  North  'Western  Railroad  Company,  hereinafter 
called  the  carrier,  is  a  corporation  of  the  State  of  Alabama,  con- 
trolled by  John  T.  Cochrane  through  stock  ownership.  It  owns  and 
operates  a  single-track  standard-gauge  steam  railroad,  extending  from 
Pine  Hill,  Ala.,  to  Coxheath,  Ala.,  a  distance  of  24.373  miles.  It 
also  owns  1.777  miles  of  yard  tracks  and  sidings. 

By  our  order  of  October  2,  1926,  entered  in  this  proceeding,  we 
completed  the  tentative  valuation  as  of  June  30,  1919,  of  the  prop- 
erty of  the  carrier.  Notice  thereof  was  duly  served  upon  the  car- 
rier and  other  interested  parties  in  the  manner  and  as  required 
by  law.  A  protest  was  tendered  for  filing  by  the  carrier,  but  not 
having  been  received  within  the  statutory  period  it  was*  barred  from 
consideration. 

The  tentative  valuation  will  be  made  final. 


Order 

Entered  October  16, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the  United 
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States,  the  Governor  of  Alabama,  and  the  Alabama  Public  Service 
Commission ; 

It  furtlier  appearing,  That  no  protest  against  said  tentative  valu- 
ation was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to  be, 
the  final  valuation  of  the  property  of  the  Alabama  &  North  Western 
Railroad  Company  as  of  June  30,  1919 : 

Location  and  general  description  of  property. — The  railroad  of 
the  Alabama  &  North  Western  Railroad  Company,  hereinafter  called 
the  carrier,  is  a  single-track  standard-gauge  steam  railroad,  located 
in  western  Alabama.  Its  main  line  extends  from  Pine  Hill  in  a 
general  westerly  direction  to  Coxheath,  a  distance  of  24.373  miles. 
The  carrier  also  owns  1.777  miles  of  yard  tracks  and  sidings.  Its 
road  thus  embraces  26.150  miles  of  all  tracks  owned. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $160,000  in  common  stock. 

Results  of  corporate  operations. — For  the  period  from  January  8, 
1912,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  69.23  per  cent  of  the  railway  operating  revenues.  The 
records  reviewed  do  not  indicate  that  any  dividends  have  been  paid. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  due  to  lack 
of  records. 

Investment  vn  road  and  equipment. — The  investment  of  the  car- 
rier in  road  and  equipment,  including  land,  on  date  of  valuation,  is 
stated  in  its  report  filed  with  us  for  the  year  ended  December  31, 
1918,  as  $115,937.89.  An  analysis  of  this  amount  has  not  been 
obtained,  due  to  lack  of  accounting  records. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  depre- 
ciation.— The  cost  of  reproduction  new  and  cost  of  reproduction 
less  depreciation  of  all  common-carrier  property,  other  than  land, 
owned  and  used  by  the  carrier,  are  $221,877  and  $160,592,  respec- 
tively. These  amounts,  classified  in  conformity  with  the  classifica- 
tion of  expenditures  for  road  and  equipment  as  prescribed  by  us, 
are  shown  in  a  summary  sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  186.34  acres  of  lands.  The  total  orig- 
inal cost  of  these  lands  can  not  be  ascertained,  as  the  necessary 
records  are  not  obtainable.  Data  on  their  original  cost  will  be  found 
in  Appendix  2.  Their  present  value  is  found  to  be  $3,602.65.  The 
estimates  of  cost  of  reproduction  covered  by  this  report  are  based 
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upon  the  1914  level  of  prices,  while  the  present  value  of  the  common* 
carrier  lands  covered  by  the  report  is  based  upon  the  fair  average 
of  the  normal  market  value  of  lands  adjoining  and  adjacent  to  the 
rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valuation 
date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  value  herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  no  property  held  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  and  used  by  the  carrier,  77.21  acres,  with  a  present  value  of 
$1,404.80,  were  acquired  through  deeds  reciting  merely  nominal  con- 
sideration. We  are  not  able  to  report  the  value  of  these  lands  at 
the  time  acquired. 

Material  and  supplies. — The  carrier  has  no  material  and  supplies 
on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
herein  reported,  the  value,  for  rate-making  purposes,  of  the  property 
of  the  carrier,  owned  and  used,  devoted  by  it  to  common-carrier 
purposes,  is  found  to  be  $165,000.  The  records  do  not  show  that 
there  was  any  stock  of  material  and  supplies  or  of  cash  on  hand 
on  date  of  valuation.  Accordingly,  no  working  capital  is  found  to 
be  owned  or  used  by  the  carrier  for  common-carrier  purposes  on 
date  of  valuation.  No  other  values  or  elements  of  value  to  which 
specific  sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes.- — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  8.  Appendix  1  gives  the  explanatory  text  and 
summary  sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  carrier;  moneys  and  other  considerations 
received  by  reason  of  issue  of  stock,  together  with  the  syndicating, 
banking,  and  other  financial  arrangements  attending  the  issue;  the 
net  and  gross  earnings;  the  development  of  fixed  physical  property; 
investment  in  road  and  equipment;  the  cost  of  lands,  rights  of  way, 
and  terminals;  and  other  pertinent  information.  Appendix  3  is 
a  statement  of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  8,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 
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The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  operates,  give  the  details  respecting 
the  figures  here  reported,  and  are  on  file  in  the  Bureau  of  Valuation 
of  the  commission,  open  to  public  inspection,  and  subject  to  the  direc- 
tion of  Congress.  These  reports  are  referred  to  for  greater  par- 
ticularity as  to  the  matters  herein  stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  line  of  the  carrier  has  connection  with  the  tracks  of  the  Southern 
Railway  Company  at  Pine  Hill,  Ala.  % 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  country  traversed  by  this  road  Is  slightly  rolling.  The  soil  Is  sandy  loam, 
underlaid  with  clay. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  principal  products  are  those  of  the  forest  and  farm. 

PHYSICAL  CHARACTERISTICS  OF  ROAD 

Grading. — The  grading  is  light,  averaging  5,000  cubic  yards  per  mile  of 
main  track,  and  Is  all  common  excavation. 

Tie*.— The  ties  average  2,085  per  mile  of  main  track,  61  per  cent  being  oak 
and  39  per  cent  pine. 

Rail. — The  rail  is  all  Bessemer  and  re-laid.  Of  the  total,  81  per  cent  is  60 
pounds  and  69  per  cent  50  pounds. 

Ballast.— There  la  no  ballast   The  track  Is  full  earth  surfaced. 

EQUIPMENT 

The  carrier  owns  and  uses  one  steam  locomotive,  one  passenger-train  car, 
and  one  motor  car. 

ENGINEERING  AND  0 ENSEAL  EXPENDITURES 

Engineering  has  been  estimated  at  3.5  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction 
has  been  estimated  for  one-half  the  construction  period  of  10  months,  plus 
3  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures  accounts 
except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated  for  3 
months  at  6  per  cent  per  annum. 
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Wholly  owned  and  used 


Cost  of  re- 
production 


Oostof  re- 
production 
less  d*. 


1 
I 
c 
8 
0 
10 
12 
13 
15 
16 
17 
18 
19 
20 
26 
37 
38 
44 


51 
54 

5>. 


71 

72 
73 
71 


77 
70 


L  ROAD 


Knginecring  

Grading  

Bridges,  trestles,  and  culverts.. 

Tips  

Rnlls  

Other  track  material  

Tracklaying  and  sui facing  

Right-of-way  fences  

Crossings  and  signs  

Station  and  office  buildings  

Roadway  buildings  

Water  stations  

Fuel  stations  

Shops  and  engine  houses  

Telegraph  and  telephone  linos.. 

Roadway  machines  

Roadway  small  tools  

Shop  machinery.  


Total,  1,  and  3  to  47,  inclusive  

II.  EQUIPMENT 


Steam  locomotives. 

i  equipment. 


Total,  51  to  58,  inclusive  

m.  GENERAL  EXPENDITCKE1 


Organisation  expenses  

General  officers  and  clerks 

Law  

Stationery  and  printing... 
Taxes  


Other  expenditures,  general.. 
Interest  during  construction.. 


Total,  71  to  77,  inclusive  

Grand  total,  l,  and  3  to  77,  inclusive. 
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APPENDIX  2 

INTRODUCTORY 

The  carrier  is  a  corporation  of  the  State  of  Alabama,  having  its  principal 
office  at  Mobile,  Ala.  It  does  not  maintain  general  books  of  account.  The 
accounting  data  in  this  report  are  taken  from  its  reports  filed  with  us  for  the 
period  from  July  1,  1914,  to  December  31,  1918,  the  last  report  filed  prior  to 
date  of  valuation,  and  from  certain  memoranda  kept  by  It  for  the  compilation 
of  such  reports.  The  carrier  states  in  its  annual  report  as  of  December  31, 
1919,  the  first  report  filed  with  us  subsequently  to  date  of  valuation,  that  "we 
kept  no  accurate  balance  sheet  accounts  and  had  no  balances  at  the  beginning 
of  the  year."  For  these  reasons  no  balance  sheet  statement,  as  of  date  of 
valuation,  is  included  in  this  report.  It  is  controlled  by  John  T.  Cochrane, 
through  ownership  of  a  majority  of  its  outstanding  capital  stock.  On  the 
other  hand,  the  records  do  not  indicate  that  the  carrier  Itself  controls  any 
other  common-carrier  corporations.  The  property  of  the  carrier  has  been  oper- 
ated by  its  own  organization  during  its  entire  life. 
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CORPORATE  HISTORY 

The  carrier  was  incorporated  January  8,  1912,  under  the  general  laws  of 
the  State  of  Alabama  to  purchase  or  construct  and  operate  a  railroad  in  the 
southern  part  of  the  State  of  Alabama.  The  date  of  organization  of  the  carrier 
was  January  8,  1012. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  owned  mileage  of  the  carrier,  extending  from  Pine  Hill  to  Coxheath, 
Ala.,  24.373  miles,  was  acquired  partly  by  purchase  and  partly  by  construction. 
The  records  reviewed  indicate  that  about  16  miles  of  this  road  extending  from 
Pine  Hill  to  Tan  Gale,  Ala.,  was  acquired  by  the  carrier  at  its  organization 
from  the  Vredenburgh  Saw  Mill  Company,  and  the  remainder,  8.373  miles,  was 
acquired  by  construction.  The  construction  work  was  performed  partly  by 
company  forces  and  partly  by  forces  of  the  Cox  Lumber  Company. 


FIN  A  NCI  NO 


Syndicating,  banking,  and  other  financial  arrangement  a. — The  records  re- 
viewed do  not  indicate  that  any  syndicating  arrangements  were  made  in  con- 
nection with  the  issuance  of  the  securities  of  the  carrier. 

Capital  stock. — The  reports  filed  by  the  carrier  with  us,  for  the  period  from 
July  1,  1914,  to  December  31,  1918,  the  date  of  the  last  report  filed  prior  to 
date  of  valuation,  show  that  the  authorized  capital  stock  of  the  carrier  is 
$160,000  par  value,  divided  into  shares  of  $100  par  value  each,  all  of  which 
is  classified  as  common  stock.  These  reports  show  that  the  entire  authorized 
amount  was  issued  and  is  actually  outstanding  on  date  of  valuation.  The  con- 
siderations passed  in  connection  with  the  Issuance  of  this  stock  can  not  be 
definitely  ascertained.  However,  the  reports  filed  by  the  carrier  with  us  state 
that  "the  capital  stock  of  $160,000  par  value  was  issued  for  purpose  of  pur- 
chasing property." 

1ULTS  OF  CORPORATE  OPERATIONS 


The  results  of  corporate  operations  for  the  year  ending  on  date  of  valuation, 
and  for  the  period  January  8,  1912,  to  date  of  valuation,  as  taken  from  certain 
memoranda  on  file  In  the  office  of  the  carrier,  are  given  below. 


Year 

Poriod 

M5.303.96 
30,476.96 

$206,  066. 82 
142,662.06 

14.  826. 08 
492. 13 

63,404.76 

2,358.67 

14,334.85 

61.046.09 

2,  <vl4. 00 
7,  IMS.  43 

15,  143.88 
4*.  264. 75 

1  10,427.43 

63.408.63 

8.907.42 

2.8C2.M 

Operating  t 

Hallway  operating 
Railway  operating 


Net  revenue  from  railway  opciHtlone  

Railway  tax  accruals   


Groas  Income  _ 

Deductions  from  gross  inoonio: 


Total. 


Net  income . 
Net* 
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INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  Investment  of  the  carrier  in  road  and  equipment,  including  land,  ai 
stated  in  its  report  filed  with  us  for  the  year  ended  December  81,  1918,  the 
last  report  filed  prior  to  date  of  valuation,  was  $115,937.89.  An  analysis  of 
this  amount  could  not  be  obtained. 

ORIGINAL  008T  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  Including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained,  owing  to  absence  of  accounting  records  of  the  company. 

Oo$t  of  lands. — The  carrier  reports  amounts  aggregating  $8.60  as  the  outlays 
by  Itself  in  connection  with  lands  owned  or  used  by  it.  A  verification  of  the 
amount  indicates  that  the  reported  outlays  should  be  reduced  by  $5,  doe  to 
nominal  deed  considerations  reported  as  costs.  The  returns  made  by  the  car- 
rier include  certain  lands  for  which  nominal  deed  considerations  only  are 
reported  and  certain  lands,  including  improvements  thereon.  The  $3.60  re- 
ported by  the  carrier  as  costs,  after  making  the  changes  noted  above,  is  made 
up  of  recording  fees  noted  on  deeds,  which  it  returned  as  costs,  but  which  are 
not  supported  by  accounting  records.  All  of  the  lands  referred  to  above  are 
classified  as  carrier  owned  and  used  and  are  located  in  the  8tate  of  Alabama. 

Oott  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and 
uses  three  units  of  equipment,  and  certain  machinery,  with  costs  aggregating 
$5,800.  After  classifying  the  returns  according  to  the  classification  herein  of 
the  property  to  which  they  apply,  the  returns  are  summarized  as  follows: 


Unite 

. 

Equipment: 

1 
1 
1 

3,000 
300 

Miscellaneous  equipment 

S 

1 800 

>  Amounts  estimated  by  the  carrier  or  otherwise  not  supported  by  accounting  records. 


In  addition  to  the  above  there  has  been  inventoried  to  the  carrier  three  unlta 
of  roadway  machines  and  certain  shop  machinery  for  which  the  costs  have 
not  been  ascertained. 

AOS,  GUTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  no  aids,  gifts,  grants,  or  donations  were  received 
by  it  and  none  were  found  of  record.  The  report  of  the  carrier  upon  the  cost 
of  its  lands  shows  that  certain  parcels  were  acquired  through  deeds  that  recite 
merely  nominal  considerations.  Since  the  records  do  not  indicate  that  any 
actual  payment  was  made  in  the  acquisition  of  these  lands,  they  are  herein 
designated  as  apparent  aids. 

APPENDIX  8 

ANALYSIS  Or  METHODS  FOR  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies ;  second,  the  cash  necessary  to 
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pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  In  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  In  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  Is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by  Im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practical  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  .is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating 
expenses  will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  In  the  way  of  a  stock  of  material  and 
supplies.  The  factors  affecting  cash  working  capital  are  as  follows:  The 
relative  amount  of  revenue  from  the  various  classes  of  service;  the  elapsed 
time  from  the  beginning  of  such  service  to  the  receipt  in  the  treasury  of  the 
revenues  for  the  service,  including,  for  prepaid  freight,  the  time  for  movement 
of  empty  cars  to  the  point  of  loading,  the  time  consumed  In  loading,  and  the 
time  the  receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges 
collected  at  destination,  in  addition,  the  time  for  movement  under  load,  the 
time  consumed  in  unloading,  and  the  credit  period  for  payment  of  charges; 
the  relative  amount  of  operating  expenses  for  various  purposes;  and  the 
elapsed  time  from  the  beginning  of  the  accrual  of  such  respective  expenses  to 
the  time  when  they  must  be  paid.  The  factors  in  most  cases  represent  the  ex- 
perience of  all  Class  I  carriers  and  in  a  few  cases  consist  of  specially  assembled 
data  from  the  experience  of  territorially  scattered  carriers  that  represent  over 
40  per  cent  of  the  operating  expenses  of  all  Class  I  carriers.  For  material  and 
supplies,  consideration  has  been  given  to  the  average  book  value  of  the  stock 
carried  by  all  Class  I  and  Class  II  carriers  on  June  30  for  the  years  1914—1016, 
and  to  the  fact  that  some  part  of  this  stock  is  held  for  additions  and  better- 
ments and  new  construction  and  that  some  part  represents  more  or  less 
obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 
•  In  determining  working  capital  for  Individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
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pllcable  to  all  roads  aa  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  In  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and 
loaded  car  movement  In  their  effect  upon  the  elapsed  time  before  the  revenues 
from  ench  class  of  service  are  In  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  In  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder 
of  such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  In  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
Is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's 
common-carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  on  hand.  In  such  cases  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies 
on  hand. 

The  carrier  has  no  complete  or  accurate  accounting  records  from  which  it 
can  be  determined,  as  of  date  of  valuation,  whether  it  had  any  cash  or  ma- 
terials and  supplies  on  hand  or  not.  Aecordingly,  no  working  capital  is  found 
to  be  used  aa  of  date  of  valuation. 
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Valuation  Docket  No.  328 
DELAWARE  AND  HUDSON  COMPANY  ET  AL.1 


BubmUted  March  5,  1926.    Decided  November  8,  1926 


1.  Protests  of  The  Delaware  and  Hudson  Company ;  Greenwich  &  Johnsonville 

Railway  Company;  The  Cooperstown  and  Charlotte  Valley  Ball-Road 
Company;  The  Cooperstown  &  Susquehanna  Valley  Rail  Road;  and  The 
Wilkes-Barre  Connecting  Railroad  Company  against  the  tentative  valu- 
ations of  their  properties  considered  and  discussed. 

2.  Final  value  for  rate-making  purposes  as  of  June  30,  1916,  of  the  property 

used  by  Delaware  &  Hudson  Company  for  common-carrier  purposes, 
found  to  be  as  follows:  Owned  and  used  $57,195,100,  used  but  not 
owned  $38,639379,  and  owned  but  not  used  $37,312. 

3.  Final  value  for  rate-making  purposes  as  of  June  30,  1916,  of  property  owned 

and  used  by  the  Greenwich  &  Johnsonville  Rallwuy  Company  for  com- 
mon-carrier purposes,  found  to  be  $901,912. 

4.  Final  value  for  rate-making  purposes  as  of  June  80,  1916,  of  property  used 

by  The  Cooperstown  and  Charlotte  Valley  Rail-Road  Company  and  its 
leased  property,  for  common-carrier  purposes,  found  to  be  as  follows: 
Owned  and  used  $26,000,  and  used  but  not  owned  $515,427. 
6.  Final  value  for  rate-making  purposes  as  of  June  30,  1916,  of  property  owned 
and  used  by  the  Wilkes-Barre  Connecting  Railroad  Company  for  com- 
mon-carrier purposes  found  to  be  $1,468,089. 

H.  T.  Newconib  for  Delaware  and  Hudson  Company  and  others. 
Forest  T.  Lyman  for  Western  Union  Telegraph  Company  and 
Great  Northwestern  Telegraph  Company,  interveners. 

Report  of  the  Commission 

By  the  Commission  : 

Tentative  valuations  as  of  June  30,  1916,  of  the  properties  of  The 
Delaware  and  Hudson  Company;  the  Albany  and  Susquehanna 
Rail  Road  Company;  The  Rensselaer  and  Saratoga  Railroad  Com- 
pany ;  The  Albany  and  Vermont  Rail  Road  Company ;  Rutland  and 
Whitehall  Rail  Road  Company;  Saratoga  and  Schenectady  Rail 
Road  Company;  Northern  Coal  and  Iron  Company;  The  Ticonde- 

1  This  report  Includes  tbc  Albany  and  Susquehanna  Rail  Road  Company,  The  Rensselaer 
and  Saratoga  Railroad  Company,  The  Albany  and  Vermont  Rail  Road  Company,  Rutland 
and  Whitehall  Rail  Road  Company,  Saratoga  and  Schenectady  Rail  Road  Company, 
Northern  Coal  and  Iron  Company,  The  Ticonderoga  Railroad  Compiuiy,  The  Chateaugay 
and  Lake  Placid  Railway  Company,  and  The  Plattaburgh  and  Dannemora  Railroad, 
also  Valuation  Docket  No.  109,  the  properties  of  the  Greenwich  a  JohnaonTllle  Rail- 
way Company,  Valuation  Docket  No.  206,  The  Cooperstown  and  Charlotte  Valley  Rail- 
Road  Company  and  The  Cooperstown  A  Susquehanna  Valley  Rail  Road,  and  Valuation 
Docket  No.  881,  the  WlRtea-Barre  Connecting  Railroad  Company. 

116I.O.O. 


Digitized  by  Google 


612  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


roga  Railroad  Company ;  The  Chateaugay  and  Lake  Placid  Railway 
Company ;  The  Plattsburg  and  Dannemora  Railroad ;  Greenwich  and 
Johnson ville  Railway  Company;  The  Cooperstown  and  Charlotte 
Valley  Rail  Road  Company  and  The  Cooperstown  &  Susquehanna 
Valley  Rail  Road ;  and  the  Wilkes-Barre  Connecting  Railroad  Com- 
pany, hereinafter  called  the  carriers,  were  completed  and  notices 
thereof  were  served  upon  the  carriers  and  other  interested  parties  on 
different  dates  from  January  21^1922,  to  November  15, 1923.  Protests 
were  filed  by  the  carriers  within  the  statutory  period  and  a  consoli- 
dated hearing  on  the  protests  was  set  for  September  8,  1925,  but 
postponed  to  September  15,  1925,  at  which  hearing  one  of  our 
accountants  introduced  evidence  for  the  purpose  of  correcting  certain 
of  the  tentative  valuations.  These  corrections  are  approved.  At 
this  hearing  the  carriers  in  each  of  the  above  cases  severally  filed 
motions  asking  us  to  rescind  and  withdraw  our  orders  establishing 
the  tentative  valuations. 

At  the  hearing  on  September  15,  1925,  The  Western  Union  Tele- 
graph Company  filed  petition  of  intervention  in  Valuation  Docket 
No.  328  but  presented  no  testimony,  and  its  representative  stated 
/hat  it  had  no  further  interest  in  the  proceeding. 

By  our  orders  entered  October  2,  1925,  we  denied  the  motions  of 
the  carriers  to  rescind  and  withdraw  the  tentative  valuations  of  their 
properties,  subject  to  the  right  of  the  carriers  and  others  interested 
to  present  to  us  their  views  concerning  pertinent  questions  of  law  and 
evidence  in  support  of  such  matters  of  fact  as  they  wished  to  have 
considered  in  connection  with  their  protests. 

Pursuant  to  which  a  further  hearing  was  held  on  October  23, 
1925,  at  which  the  carriers  refused  to  proceed  with  evidence.  The 
carriers  took  the  ground  that  the  tentative  valuations  served  did  not 
comply  with  the  law.  Pending  the  ultimate  determination  of  the 
questions  thus  presented,  the  carriers  declined  to  offer  evidence  or 
proceed  further  before  us  in  these  matters.  Upon  the  argument,  car- 
riers' counsel  took  the  position  that  the  burden  of  proof  and  the 
burden  of  proceeding  with  the  evidence  was  upon  the  commission. 
As  authority  for  this  contention  the  carriers  cite  the  decision  of  the 
Supreme  Court  of  the  United  States  in  Delaware  cfc  Hudson  Go.  v. 
V.  266  U.  S.  438,  as  holding  that  a  tentative  valuation  of  a  car- 
rier's property  is  no  more  than  an  ex  parte  appraisement  without 
probative  effect.  They  claim  that  there  is  no  record  upon  which 
any  final  valuation  orders  can  be  based. 

Neither  the  facts  nor  the  decision  in  that  case  warrant  the  con- 
clusions drawn  by  the  carriers.  The  hearing  on  the  carriers'  protest 
is  a  proceeding  preliminary  to  the  issuance  of  a  final  valuation, 
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and  is  for  the  purpose  of  affording  an  opportunity  to  the  protestant 
to  bring  to  our  attention  facts  or  circumstances  which  it  deems 
warrant  a  modification  of  our  tentative  valuation.  Parties  to  valua- 
tion cases  are,  moreover,  permitted,  under  our  order  of  May  13, 1924, 
to  inspect,  in  advance  of  the  hearing,  the  preliminary  data  upon 
which  the  conclusions  in  the  tentative  valuation  are  founded,  but 
which  on  account  of  their  bulk  are  not  embraced  in  the  tentative 
report,  and  are  thus  afforded  a  fair  and  reasonable  opportunity  to 
prepare  themselves  to  point  out  at  the  hearing  any  errors  which  may 
exist.  A  tentative  valuation  served  upon  the  parties  to  a  proceeding 
represents  our  tentative  conclusions  with  respect  to  the  matters 
therein  contained,  subject  to  modification  upon  proper  proof  of 
error  by  the  carrier  or  other  parties  interested. 

Paragraph  (i)  of  section  19a  of  the  interstate  commerce  act  pro- 
vides in  part  as  follows: 

If  notice  of  protest  1b  filed  the  commission  shall  fix  a  time  for  hearing  the 
same,  and  shall  proceed  as  promptly  as  may  be  to  bear  and  consider  any  matter 
relative  and  material  thereto  which  may  be  presented  In  support  of  any  such 
protest  so  filed  as  aforesaid.  If  after  hearing  any  protest  of  such  tentative 
valuation  under  the  provisions  of  this  Act  the  Commission  shall  be  of  the 
opinion  that  Its  valuation  should  not  become  final,  It  shall  make  such  changes 
as  may  be  necessary,  and  shall  issue  an  order  making  such  corrected  tentative 
valuation  final  as  of  the  date  thereof. 

We  are  required  by  this  section  of  the  act  to  receive  and  consider 
evidence  in  support  of  a  protest  before  the  tentative  valuation  is 
made  final.  It  is  apparent  that  it  is  not  within  the  contemplation 
of  the  act  that  we  should  require  evidence  in  support  of  our  tenta- 
tive conclusions,  certainly  not  prior  to  the  submission  by  a  protestant 
of  evidence  tending  to  show  that  the  conclusions  are  erroneous.  The 
carriers  having  refused  at  the  hearing  to  proceed  with  their  evi- 
dence, their  protests  as  to  matters  of  fact  which  depend  upon 
evidence  for  their  substantiation  are  unsupported. 

Location  and  description  of  the  carriers'*  pi'operties. — The  Dela- 
ware and  Hudson  Company  with  its  leased  lines  owns  or  operates 
a  main  line  of  railroad  extending  from  Buttonwood  near  Wilkes- 
Barre,  Pa.,  in  a  generally  northerly  direction  through  Albany, 
Schenectady,  and  Saratoga  Springs,  N.  Y.,  to  the  international 
boundary  near  Rouses  Point  and  Moores  Junction,  N.  Y.,  with 
numerous  branches,  aggregating  about  788  miles.  The  Greenwich  & 
Johnsonville  Railway  Company  owns  and  operates  a  main  line  from 
Johnson ville  to  Schuylerville,  N.  Y.,  a  distance  of  about  21.5  miles. 
The  Wilkes-Barre  Connecting  Railroad  operates  a  line  of  railroad 
from  a  point  on  the  line  of  The  Delaware  and  Hudson  at  Hudson 
to  a  connection  with  rails  of  the  Pennsylvania  Railroad  at  Button- 
wood  in  Pennsylvania,  a  total  length  of  about  6.5  miles.  The  rail- 
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road  of  The  Cooperstown  and  Charlotte  Valley  Rail-Road  Com- 
pany and  its  leased  line,  The  Cooperstown  &  Susquehanna  Valley 
Rail  Road,  consists  of  a  railroad  extending  from  Cooperstown,  N.  Y., 
through  Cooperstown  Junction  to  West  Davenport,  N.  Y.,  a  dis- 
tance of  21.25  miles.  Detailed  descriptions  of  the  carriers'  prop- 
erties are  given  in  the  tentative  valuation  orders. 

In  their  protests  against  the  tentative  valuations  of  the  various 
railroad  properties  involved,  as  well  as  in  their  respective  motions 
to  rescind  and  withdraw  said  tentative  valuations,  the  carriers  allege 
seven  errors  of  law  on  the  part  of  the  commission,  the  substance  of 
which  may  be  summarized  as  follows: 

1.  That  the  use  of  price  levels  for  1914  and  earlier,  in  obUining 
1916  valuations,  resulted  in  such  discrepancies  as  to  vitiate  those  val- 
uations ; 

2.  That  there  were  omitted  from  the  valuations  properties  known 
to  exist,  said  items  being  the  same  properties  classified  in  the  tenta- 
tive valuations  as  trackage  rights; 

3.  That  there  was  a  failure  to  find  original  costs; 

4.  That  there  was  an  omission  of  findings  on  other  values  and 
elements  of  value; 

5.  That  there  was  used  a  formula  to  determine  working  capital  in 
lieu  of  any  finding  as  to  the  amounts  actually  owned  or  used ; 

6.  That  there  was  an  omission  of  analyses  and  reasons ;  and 

7.  That  there  was  a  failure  to  show  the  values  of  the  properties 
in  each  of  the  several  States. 

On  all  of  these  questions  the  carriers  have  stated  their  views  in 
oral  argument  and  by  briefs  which  fully  set  forth  their  views. 

The  legal  questions  set  out  in  the  seven  preceding  subparagraphs 
will  be  treated  seriatim  in  the  corresponding  paragraphs  next  fol- 
lowing. 

1.  Prices  as  of  19 1^ — In  cases  heretofore  decided  we  have  clearly 
stated  our  reasons  for  applying  to  the  engineering  inventory  normal 
prices  as  of  June  30,  1914,  determined  upon  consideration  of  prices 
for  railroad  construction  which  prevailed  during  a  period  of  years 
ending  with  that  date.  No  evidence  or  convincing  argument  has 
been  advanced  in  the  instant  case  to  persuade  us  to  depart  from  this 
course. 

The  application  to  the  engineering  inventory  of  normal  1914  prices 
fully  meets  the  requirements  of  the  law  and  imposes  no  hardship 
upon  the  carrier.  Carriers  would  derive  no  benefit  were  normal 
1916  prices  substituted  for  normal  1914  prices.  Both  of  these  years 
are  past,  and  nothing  would  be  gained  by  the  adoption  of  normal 
1916  prices,  inasmuch  as  no  use  is  being  made  of  the  value  herein 
reported  for  fixation  of  rates  or  other  purposes  enumerated  in  the 
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interstate  commerce  act  If  1916  prices  had  been  used,  it  would 
to-day  be  necessary  to  adjust  them,  just  as  it  is  necessary  to  adjust 
1914  prices  by  application  of  price  trends  or  otherwise,  if  present 
use  is  to  be  made  of  the  findings  in  carrying  out  the  provisions  and 
requirements  of  the  interstate  commerce  act 

The  commission  is  required  to  keep  itself  advised  and  informed 
of  any  changes  in  value  and  to  revise  its  valuations  from  time  to  time 
in  accordance  with  such  changes.  Pursuant  to  the  act  we  will 
readjust  final  valuations  so  as  to  make  them  current  as  contem- 
plated by  it.  Texas  Midland  Railroad,  75  I.  C.  C.  1.  See  also 
Winston-Salem  Southbound  Railway  Co.,  75  I.  C.  C.  187.  Pending 
specific  use  of  the  finding  in  the  valuations  as  made  final  no  advan- 
tage accrues  to  the  carrier  from  the  application  and  use  of  normal 
1916  prices,  nor  does  the  carrier  suffer  any  detriment  through  the 
use  of  normal  1914  prices.  There  is  full  recognition  under  existing 
law  of  the  necessity  of  giving  consideration  to  the  price  levels 
obtaining  at  the  time  the  fixing  of  the  single-sum  value  hereafter 
becomes  necessary. 

2.  Alleged  omitted  property. — The  carriers  urge  with  great  insist- 
ence that  they  should  be  allowed  a  value  for  tracks  in  which  they 
have  a  restricted  right  of  user  but  which  are  owned  and  jointly 
used  by  other  carriers.  In  Texas  Midland  Railroad,  supra,  we  said 
at  page  21: 

When  It  is  borne  In  mind  that  many  railroads  are  not  operated  exclusively  by 
their  owners,  but  that  certain  portions  thereof  are  used  by  one  or  more 
carriers  by  virtue  of  trackage  rights,  etc,  it  is  apparent  that  duplication  of 
values  for  such  jointly  used  property  will  result  unless  a  proper  course  of 
procedure  is  pursued. 

Accordingly  we  have  laid  down  the  rule  that  where  property  is 
owned  by  a  common  carrier  and  is  used  by  it  jointly  with  another 
carrier  or  carriers  for  common-carrier  purposes,  the  property  is 
included  in  detail  in  the  inventory  of  the  owning  carrier  and  refer- 
ence is  made  in  each  report  to  its  use  by  the  respective  carriers. 
That  rule  has  been  applied  in  the  instant  cases. 

3.  Omission  of  findings  of  original  costs. — The  original  cost  to 
date  of  the  properties  as  a  whole  of  the  carriers  herein  is  not  re- 
ported, owing  to  the  inadequacies  of  the  carriers'  records,  this  fact 
being  stated  in  the  tentative  valuations.  The  carriers  protest  and 
argue  at  length  these  omissions.  At  the  hearings  on  the  protests  full 
opportunity  was  afforded  protestants  to  supply  facts  which  would 
have  enabled  us  to  state  original  cost,  but  this  the  carriers  elected 
not  to  do. 

In  Texas  Midland  Railroad,  supra,  we  said  at  page  8 :  '*  Original 
cost  to  date  will  be  reported  as  fully  as  it  can  be  ascertained  from 
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the  best  evidence  which  is  practically  available  in  each  particular 
case."  No  evidence  as  to  original  cost  of  the  properties  as  a  whole 
is  before  us  in  these  proceedings,  and  none  was  found  in  our  ante- 
cedent investigations.  Our  underlying  reports,  which  are  made  a 
part  of  the  order  herein,  contain  such  conclusions  as  we  have  been 
able  to  reach  as  to  portions  of  the  properties.  Again,  at  page  165 : 
"  Plainly,  an  attempt  to  estimate  original  cost  would  in  many  cases 
involve,  not  the  exercise  of  good  judgment,  but  rather  of  pure 
speculation."  We  have  held  that  original  cost  is  a  fact,  and  not 
a  speculation.  Circumstances  have  made  it  impossible  to  ascertain 
the  original  cost  of  the  properties,  other  than  land,  of  these  carriers. 
As  was  said  in  Delaware  and  Hudson  Co.  v.  United  States,  295 
Fed.  558,  561,  "  No  statute  law  should  be  held  to  require  the  impos- 
sible unless  the  language  thereof  permits  of  no  other  interpretation." 

4.  Other  values  and  elements  of  value. — Paragraph  (b)  of  section 
19a  requires  that  "The  Commission  shall  in  like  manner  ascertain 
and  report  separately  other  values,  and  elements  of  value,  if  any,  of 
the  property  of  such  common  carrier."  The  final -value  clause  in 
each  of  the  tentative  voluations  served  as  above  contains  this  lan- 
guage: "A  careful  consideration  of  all  facts  herein  contained,  in- 
cluding appreciation,  depreciation,  going-concern  value,  working 
capital,  and  all  other  matters,"  and  this  is  followed  by  the  statement 
that "  No  other  values  or  elements  of  value  to  which  specific  sums  can 
now  be  ascribed  are  found."  Thus  we  have  made  plain  that  care- 
ful consideration  has  been  given  to  every  element  that  diligent  in- 
vestigation discloses.  If  there  are  elements  of  value  appropriate  to 
be  reported  under  paragraph  (b)  and  which  were  not  discovered 
by  us  it  was  within  the  power  of  protestants  to  have  made  disclosure 
of  same.  This  they  made  no  attempt  to  do,  and  no  figures  have  been 
submitted  to  us  by  the  carrier  as  proper  to  be  set  opposite  "other 
values  or  elements  of  value."  Our  tentative  valuation  of  the  proper- 
ties of  these  carriers,  each  considered  as  a  whole,  includes  all  ele- 
ments of  value  of  the  properties  as  they  existed  on  valuation  date 
so  far  as  we  could  ascertain  them. 

5.  Working  capital. — The  carriers  object  to  the  application  of  the 
method  used  by  us  for  ascertaining  the  amount  of  working  capital 
necessary  to  meet  the  requirements  of  the  carriers  and  insist  that  the 
cash  and  material  and  supplies  on  hand  at  date  of  valuation  should 
be  determinative. 

Under  the  law  only  such  cash  and  material  and  supplies  as  are 
used  for  common-carrier  purposes  may  be  included  in  the  value  fixed 
for  rate-making  purposes.  And  after  proper  allowances  have  been 
made  for  the  proportion  of  such  balances  as  may  be  applicable  to 
other  than  common-carrier  service,  the  remainder  or 'balance  on  any 
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particular  date  may  not  be  representative  of  a  normal  condition  and 
may  include  stock  held  for  additions  and  betterments  and  new  con- 
struction, as  well  as  obsolete  and  scrap  material.  We  have,  there- 
fore, in  the  case  of  material  and  supplies,  given  consideration  to  the 
requirements  in  the  way  of  a  stock  for  operation  and  maintenance. 

In  the  case  of  cash,  consideration  has  been  given  to  the  volume 
and  frequency  of  receipts  and  payments  and  the  various  factors  that 
have  effect  upon  the  elapsed  time  before  the  revenues  from  each 
class  of  service  are  in  hand  and  available  for  the  payment  of 
expenses  incurred  in  such  service.  These  factors  disclose  how  much 
cash  the  carrier  has  actually  put  into  use  as  working  capital  to  cover 
its  common -carrier  service  operations.  The  amount  of  cash  on  hand 
on  a  given  date  has  no  necessary  relation  to  the  cash  so  used  by  any 
carrier.  The  cash  on  hand  is  the  reservoir  into  which  flows  the 
cash  received  from  all  sources  and  from  which  cash  is  drawn  for 
all  purposes.  Further,  the  cash  on  hand  and  other  current  asset 
and  liability  items  are  a  matter  of  financial  status  as  of  that  par- 
ticular date,  while  the  cash  working  capital  is  a  matter  of  the 
changing  status  from  day  to  day  of  receipts  in  hand  available  to 
meet  maturing  payments  and  the  amount  of  such  payments  falling 
due.  Finally,  that  an  amount  of  cash  is  on  hand  on  date  ofraluation 
is  not  necessarily  conclusive  that  it  is  in  fact  working  capital. 

6.  Analyses  and  reasons. — Appendix  3  of  the  report  in  Texas  Mid- 
land Railroad,  supra,  is  a  complete  analysis  of  the  methods  pursued 
by  the  Bureau  of  Valuation.  It  is  applicable  to  these  cases  and  may 
be  considered  in  connection  herewith.  It  is  not  necessary  that  this 
analysis  in  detail  be  reproduced  as  a  part  of  each  valuation.  Its 
publication  as  aforesaid  and  reference  thereto  herein  are  a  com- 
pliance with  the  valuation  act.  Atlanta,  Birmingham  <&  Atlantic 
R.  R.  Co.,  75  I.  C.  C.  645,  648.  Petition  of  National  Conference  on 
Valuation,  84  I.  C.  C.  9,  11,  13. 

7.  Separation  of  property  by  States. — The  carriers  protest  and 
argue  that  we  failed  to  find  the  value  of  property  in  each  State. 
The  valuations  as  served  contain  tabulations  and  statements  by  States 
m owing  all  fixed  property.  This  the  act  requires  us  to  do.  That 
property  which  has  no  situs  does  not  fall  within  the  requirement, 
for,  as  said  in  Texas  Midland  Railroad,  supra,  at  page  159 :  "  The 
Commission  is  not  required  to  create,  nor  would  it  be  justified  in 
attempting  to  create  by  any  arbitrary  rule,  a  location  which  does 
not  in  fact  exist,"  as,  for  instance,  locomotives  and  other  equipment; 
nor  is  the  going-concern  value  which  appears  in  the  property  capable 
of  allocation  by  States.  In  San  Pedro,  Los  Angeles  <&  Salt  Lake 
R.  R.  Co.,  75 1.  C.  C.  463,  at  page  513,  we  said : 

In  the  tentative  valuation  we  have  shown  and  in  the  final  order  entered 
herein  we  show  by  States  the  mileage  of  main-line  and  branch  tracks,  the  area 
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and  present  value  of  lands  and  of  rights  in  lands,  and  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  of  all  classes  of  property,  ex- 
cept land  wholly  and  partly  owned  and  used  by  the  carrier,  the  cost  of  which 
Is  reflected  in  road  and  general  expenditures  accounts.  Owing  to  the  obvious 
difficulty  of  apportioning  the  value  of  equipment  to  the  several  states  In  which 
the  carrier  operates  and  to  the  fact  that  any  apportionment  of  the  elements 
of  value,  such  as  original  cost  and  reproduction  cost  of  property  of  this  char- 
acter to  states,  could  be  made  only  upon  urbitrary  bases,  we  do  not  now  report 
It  by  states,  but  report  it  in  a  single  amount  for  all  states  in  which  the  carrier 
operates. 

This  is  what  has  been  done  in  the  instant  cases. 
Orders  will  be  entered  declaring  final  our  tentative  valuations  as 
corrected.  The  final  values  reported  are  for  rate-making  purposes. 

Woodlock,  Commissioner,  concurring: 

A  final  value  is  found  for  the  total  used  property  of  the  system 
comprised  in  the  report  of  $95,834,979.  As  has  been  the  rule  of  the 
commission  in  the  case  of  all  preceding  reports  of  final  value,  no 
statement  of  the  method  by  which  it  has  been  arrived  at  is  made. 
•This  sum  presumably  represents  a  general  judgment  upon  all  the 
facts  of  the  case.  I  observe,  however,  that  it  is  equivalent  to  the 
sum  of  three  factors,  viz,  cost  of  reproduction  less  depreciation  (at 
1914  unit  prices),  value  of  lands  at  valuation  date,  and  working 
capital  plus  an  amount  of  a  little  less  than  $8,000,000.  If  the  in- 
ventory of  physical  property  had  been  priced  at  1916  figures,  in  my 
judgment  the  addition  of  these  three  factors,  together  with  the 
excess  above  mentioned,  would  have  represented  the  full  "value  for 
rate-making  purposes"  as  of  valuation  date.  In  other  words,  it  is 
my  belief  that,  subject  to  correction  for  special  circumstances  that 
may  be  found  to  exist  in  the  case  of  individual  properties,  the  sum 
of  money  that  would  result  at  any  given  time  from  addition  of  re- 
production cost  less  depreciation,  land  values,  and  working  capital, 
with  some  allowance  for  "  intangibles,"  would  represent  the  kind  of 
"present  value  for  rate-making  purposes"  that  the  courts  are  now 
recognizing.  I  therefore  concur  in  this  report,  believing  it  to  be 
in  accord  with  the  law  and  with  the  interpretation  placed  by  the 
highest  authority  upon  the  law  at  this  time. 

Eastman,  Chairman,  dissenting: 

The  value  for  rate-making  purposes  is  reached  in  this  proceeding 
by  methods  to  which  I  do  not  subscribe,  and  is  a  higher  value  than 
I  would  find.  The  reasons  for  my  views  upon  this  subject  of  valua- 
tion have -been  sufficiently  indicated  in  separate  expressions  of 
opinion  in  San  Pedro,  Los  Angeles  &  Salt  Lake  R.  R.  Co.,  75  I.  C.  C. 
463,  523-567;  Atlanta,  Birmingham  &  Atlantic  R.  R.  Co.,  75  I.  C.  C. 
045,  676-678;  Petition  of  National  Conference  of  Valuation,  84  I.  C. 
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C.  9,  20-21;  Florida  East  Coast  Ry.  Co.,  84  I.  C.  C.  26,  88-40;  Kan- 
sas City  Southern  Ry.  Co.,  84  I.  C.  C.  113, 140-144. 

As  a  matter  of  interest  I  note  that  the  carrier  reported  that  the 
original  cost  of  a  portion  of  the  land  used  for  carrier  purposes 
which  it  owns  or  leases  was  $5,494^78.83,  and  that  it  is  found  that 
$4,803,516.45  of  this  amount  is  supported  by  the  accounting  records, 
the  remainder  not  being  so  supported.  The  value  of  the  same  lands 
at  valuation  date  is  found  to  be  $12,390,099.65,  and  apparently  full 
weight  is  given  to  this  latter  sum  in  the  final  value.  It  will  also 
be  noted  that  the  carrier  received  aids,  gifts,  grants,  or  donations, 
not  repaid,  amounting  to  at  least  $1,350,000,  but  that  this  fact  is 
given  no  weight  in  the  final  value.  As  the  concurring  commissioner 
states,  that  value  seems  to  be  based  upon  the  cost  of  reproduction 
less  depreciation  at  1914  prices,  plus  the  value  of  lands  at  valuation 
date,  plus  working  capital,  plus  an  amount  of  about  $8,000,000  of 
unknown  derivation. 


Order 

Entered  November  8, 1926 

Valuation  Docket  No.  828 

The  Delaware  and  Hudson  Company ;  Albany  and  Susquehanna  Rail  Road  Com- 
pany; The  Rensselaer  and  Saratoga  Railroad  Company;  The  Albany  and 
Vermont  Rail  Road  Company ;  Rutland  and  Whitehall  Rail  Road  Company ; 
Saratoga  and  Schenectady  Rail  Road  Company;  Northern  Coal  and  Iron 
Company ;  The  Tlconderoga  Railroad  Company ;  The  Chateaugay  and  Lake 
Placid  Railway  Company ;  and  The  Plattsburgh  and  Dannemora  Railroad. 


Valuation  Docket  No.  109 
Greenwich  ft  Johnsonyllle  Railway  Company 

Valuation  Docket  No.  206 

The  Cooperstown  and  Charlotte  Valley  Rail-Road  Company,  and  The  Coopers- 
town  &  Susquehanna  Valley  Rail  Road 


Valuation  Docket  No.  831 
Wilkes-Barre  Connecting  Railroad  Company 

These  cases  having  been  duly  heard  and  submitted  by  the  parties 
and  full  investigation  of  the  respective  matters  and  things  having 
been  had,  and  the  commission  having,  on  the  date  hereof,  made  and 

lie  i.  c.  o. 


Digitized  by  Google 


620  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


filed  a  report  containing  its  conclusions  thereon,  which  report  is 
hereby  referred  to  and  made  a  part  hereof : 

It  is  ordered,  That  the  following  be,  and  they  are  declared  to  be, 
the  final  valuations  of  the  properties  of  The  Delaware  and  Hudson 
Company,  the  Albany  and  Susquehanna  Rail  Road  Company.  The 
Rensselaer  and  Saratoga  Railroad  Company,  The  Albany  and  Ver- 
mont Rail  Road  Company,  Rutland  and  Whitehall  Rail  Road 
Company,  Saratoga  and  Schenectady  Rail  Road  Company;  Northern 
Coal  and  Iron  Company,  The  Ticonderoga  Railroad  Company,  The 
Chateaugay  and  Lake  Placid  Railway  Company,  The  Plattsburgh 
and  Dannemora  Railroad,  Greenwich  &  Johnson ville  Railway  Com- 
pany, The  Cooperstown  and  Charlotte  Valley  Rail-Road  Company, 
The  Cooperstown  &  Susquehanna  Valley  Rail  Road,  and  Wilkes- 
Barre  Connecting  Railroad  Company  as  of  June  30,  1916. 

THE  DELAWARE  AND  HUDSON  COMPANY 

Location  and  general  description  of  property. — The  railroad  of 
The  Delaware  and  Hudson  Company,  hereinafter  called  the  carrier, 
is  a  partly  double-track  standard-gauge  steam  railroad,  the  owned 
mileage  of  which  is  located  in  the  States  of  Pennsylvania  and  New 
York,  and  the  Dominion  of  Canada.  Only  that  portion  located  in 
the  United  States  is  included  in  this  report.  The  operated  main 
line  extends  from  its  southern  terminus  at  Buttonwood,  near  Wilkes- 
Barre,  Pa.,  in  a  general  northerly  direction  to  Ninevah,  N.  Y.,  and 
from  Owego,  its  most  westerly  terminus,  to  Albany,  N.  Y.  From 
the  last-named  point  its  main  line  passes  northerly  through  the 
cities  of  Troy,  Saratoga  Springs,  Whitehall,  and  Plattsburgh,  reach- 
ing the  international  boundary  line,  in  two  branches  from  Canada 
Junction,  at  Mooers  Junction  and  Rouses  Point,  N.  Y.  In  addition, 
the  carrier  has  many  branch  lines,  the  most  important  of  which  ex- 
tend from  Albany  in  a  northerly  direction,  and  from  Whitehall  in 
an  easterly  direction,  into  Vermont,  meeting  at  Castleton,  Vt,  and 
terminating  at  Rutland,  the  most  easterly  terminus.  Two  other 
branch  lines  extend  from  Saratoga  Springs  and  Plattsburgh,  the 
former  northerly  to  North  Creek,  and  the  latter  westerly  and  south- 
erly to  Lake  Placid,  N.  Y. 

The  following  is  a  summary  of  the  mileage  owned  and  used  and 
used  but  not  owned  by  the  carrier  for  common-carrier  purposes : 
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A*  a  whole 


Classification 

First 
main 
track 

Second 
and  other 
main 
tracks 

Yarrl 
tracks 
and 
sidings 

" 

tracks 

Used  but  not  owned,  leased  from  the— 

Milts 
342. 258 

Milt» 

68.  435 

Milt* 
219.  873 

Miles 

631.  j 'm 

142.  441 
1  .VI.  704 
20.  806 

1 2.  273 
21*.  2M 
W,.  4*5 

iti.  :;:>') 

.  5fc7 

«>4.  537 
59.  626 
11.394 

1S9.  4S4 
103.  591 
45.  375 

... 

17.  »,82 
fiO.  476 
27.  228 
7.  i*?9 
2.  537 

396.  4fl2 
316.921 
77. 575 
V.  wo 

42.  172 
124. 090 
90.  713 
24. 305 
3.124 

12217 
34.  330 



445  7I'( 

212. 104 

426.  547 

1.0S4.  400 

342.  258 
7SS.  007 

m.  435 
281.533 

2 If'  S73 
646.  420 

631.. TO 
1,715.  tm 

Distributed  by  State* 

In  Jf,w  York 

2S8.  350 

25.  562 

110.084 

432.996 

Used  but  not  owned.  leased  from  the— 

142.  441 
12.273 
120.  TOO 

20.  Si  I'i 

..'87 
63.  485 
16.  336 

04.  53" 
12.217 
59.  (i26 
11.  3M 

159.  484 
17.682 
92.  497 
45.  375 

2. 537 
27.228 

7.960 

396.  462 
42.172 

272. 75.1 
77.  575 
3.  124 
90.713 
24.305 

— .  . 

376.  558 

177.  774 

352.  772 

907.104 

288.  :i50 
664.  908 

25.  562 
203.  336 

119  084 
471  850 

_  : 

432.996 
1.340.100 

In  Ptnnsvlranin 

53.  908 
29.284 

43.873 
34.330 

100.  789 
i  00. 476 

198.570 
i  124.090 

Used  but  not  owned,  leased  from  the  Northern  Coal  nnd  Iron 

Total  owned  

Totnl  used . 

In  VrrmorU 

Uaad  hut  not  owned  leased  from  the— 

Renssel  aer  and  .  ars  t  o$ja  -  -  —  -  —  — ....  —  ...... — . . 

Rutland  and  Whitehall  

S3. 

S3. 102 

43.873 
78,203 

100.  780 
161.265 

198.  570 
322.660 

33.074 
6.  833 

11.094 
2.205 

44.168 
9.038 

30.  907 

13.299 

53.206 

» Includes  0.445  mile  of  yard  tracks  and  sidings  Jointly  owned  with  The  Delaware,  Lackawanna  & 
q&4i£i^ xi      ll r^j&cl  ^_  .■  Of w  * 


In  Appendix  I  will  be  found  a  general  description  of  the  property 
of  the  carrier. 

Jointly  used  property. — A  statement  of  the  common-carrier  prop- 
erty, other  than  land,  owned  and  used  jointly  by  the  carrier  with 
other  companies,  is  given  elsewhere  in  this  order,  under  the  caption 
Cost  of  Reproduction  New  and  Cost  of  Reproduction  Less 
Depreciation. 
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Traffic  connection*. — The  traffic  connections  will  be  found  in 
Appendix  I. 

Physical  conditions  affecting  construction. — In  Appendix  I  are 
statements  as  to  the  topography,  geology,  and  climate,  as  affecting 
the  construction  of  the  carrier's  railroad. 

Economic  conditions  relating  to  traffic. — In  Appendix  I  will  be 
found  statements  showing  the  agricultural  and  industrial  develop- 
ment of  the  territory  traversed  by  the  railroad  of  the  carrier. 

Corporate  history. — The  carrier  was  incorporated  as  The  Presi- 
dent, Managers  and  Company  of  the  Delaware  and  Hudson  Canal 
Company,  under  a  special  act  of  New  York  approved  April  23, 
1823,  and  was  organized  on  the  same  date.  This  corporate  title  was 
changed  to  the  present  designation  by  a  special  act  of  New  York 
approved  April  28,  1899,  which  also  authorized  it  to  abandon  the 
canal,  but  continued  the  previous  corporation  in  all  other  respects. 
Under  the  original  act  the  carrier  was  authorized  to  purchase  from 
Maurice  Wurts  the  rights  and  privileges  previously  granted  him 
under  a  special  act  of  Pennsylvania,  approved  March  13,  1823, 
which  authorized  him  to  improve  the  navigation  of  the  Lackawaxen 
River  and  to  purchase  from  Wurts  and  others  lands  containing 
stone  coal,  at  or  near  the  head  waters  of  that  river.  This  act  also 
gave  the  carrier  authority  to  employ  its  capital  in  the  business  of 
transporting  to  market  the  coal  purchased.  By  subsequent  amend- 
ment, approved  April  5,  1826,  the  carrier  was  authorized  by  the 
State  of  Pennsylvania  to  construct  and  maintain  railways  from  its 
coal  lands  to  the  canal.  The  State  of  New  York  authorized  the  car- 
rier, by  an  amendment  to  the  original  act  approved  May  9,  1867, 
to  construct,  own,  maintain,  or  lease  railroads  for  its  use.  By  an 
amendment  to  the  original  act,  approved  November  19,  1824,  the 
State  of  New  York  authorized  the  carrier  to  employ  $500,000  of 
its  capital  actually  paid  in,  in  the  business  of  banking,  authorizing 
it  to  issue  bills  and  notes,  as  hereinafter  described.  The  principal 
operating  and  accounting  offices  of  the  carrier  are  located  at  Albany, 
and  its  principal  financial  office  at  New  York,  N.  Y. 

The  corporations  whose  franchises  and  properties  have  gone  to 
make  up  the  present  company,  and  the  dates  of  the  changes  in  those 
several  corporations,  are  set  forth  in  Appendix  2.  The  detailed  facts 
as  to  the  development  of  fixed  physical  property  are  given  in 
Appendix  2. 

History  of  corporate  financing. — The  carrier  has  issued  and  as- 
sumed a  total  of  $150,602,296.28  in  stocks,  bonds,  and  other  long-term 
debt  of  which  $106,127,600  was  outstanding  on  date  of  valuation. 
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Of  the  securities  outstanding,  $42,502,600  are  in  common  stock  and 
$63,625,000  in  first-mortgage  and  other  bonds.  The  carrier  has  also 
issued  a  total  of  $155,829,247.33  in  short-term  notes,  of  which  $2,703,- 
533.51  were  outstanding  on  date  of  valuation.  The  purposes  for 
which  the  capital  securities  were  issued  and  the  apparent  considera- 
tions received  therefor,  and  other  facts  pertinent  to  the  capitalization 
of  the  carrier,  are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  carrier. — The  result  of  the  corporate 
operations  of  the  carrier  from  October  29,  1829,  to  date  of  valuation 
is  stated  in  detail  in  Appendix  2,  and  is  summarized  as  follows : 

Gross  earnings  (railway  operating  revenues)  $519,628,107.26 

Operating  expenses  (railway  operating  expenses)   344, 672, 770. 13 


Resulting  in  net  earnings  (net  revenues  from  railway 

operations)  of   174,055,828.13 

During  the  same  period  taxes  assessed  (rail- 
way tax  accruals)  amounted  to  $6,538,030.88 

Uncollectible  railway  revenues  amounted  to   2,680.57 

  6, 541, 611. 45 

Resulting  in  Income  from  railway  operations  (railway 

operating  income)  of   168,413,716.68 

In  addition  to  this  there  were  net  revenues 

from  miscellaneous  operations  of  $130,106,188.22 

Taxes  on  miscellaneous  operating  property  of.      3, 167, 265. 76 


127,028, 022.46 

Also  income  from  nonoperating  sources  (non- 
operating  income)  of   41,630,676.55 

  168, 668,  509.01 


Resulting  in  gross  income  for  the  period  (gross  in- 
come) of     337,082,315.69 

During  this  period  rents  and  hire  of  equipment  (chargeable 

to  deductions  from  gross  Income)  amounted  to   99,273,578.10 


Resulting  in  an  amount  available  for  the  payment  of  in- 
terest and  dividends,  and  for  other  corporate  purposes 
(chargeable  to  deductions  from  gross  income  and  to 
disposition  of  net  income),  of   237, 808, 787. 59 


During  the  years  1833,  1834,  1840  to  1876,  inclusive,  and  1881  to 
date  of  valuation,  inclusive,  cash  dividends  were  paid  at  rates  vary- 
ing from  3.5  to  20  per  cent,  to  the  aggregate  amount  of  $122,016,674. 
In  addition,  stock  dividends  were  distributed  during  the  years  1857, 
1865,  and  1866,  at  rates  varying  from  4  to  16%  per  cent,  to  the  aggre- 
gate amount  of  $2,787,900,  and  during  the  years  1848,  1868,  and  1890 
stock  was  distributed  to  stockholders  at  rates  of  discount  varying  from 
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5.6  to  40  per  cent,  equivalent  to  the  issuing  of  stock  dividends  for 
the  amount  of  the  discount,  to  the  aggregate  amount  of  $3,817,410. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
carrier,  as  showing  its  financial  condition  on  date  of  valuation,  fol- 
lows :  * 


$68, 642,  567. 68 
19, 506. 01 
3,804,771.41 

15, 908. 24 
10, 280,  864. 44 
23, 504,  733.  57 
920,  900.  00 
19,374,444.50 
5,  701f  634. 27 


Investments : 

Investment  in  road  and  equipment  

Improvements  on  leased  railway  property- 
Sinking  funds  

Deposits  in  lieu  of  mortgaged  property 

Miscellaneous  physical  property  

Investments  In  stocks  

Investments  in  bonds  

Investment  in  advances  

Investments,  miscellaneous  


Total  1  

Current  assets: 

Cash  $1,332,542.44 


_  $131,765,330.12 


Time  drafts  and  deposits  

Special  deposits  

Loans  and  bills  receivable  

Traffic  and  car-service  balances  receivable- 
Net  balance  receivable  from  agents  and  con- 
ductors  

Miscellaneous  accounts  receivable  

Materials  and  supplies  

Interest  and  dividends  receivable  

Rents  receivable  


941, 291. 75 
836, 833. 88 
6,  82S.  88 
601, 015. 15 

273, 021  99 
8, 515, 931. 71 
2,  323, 040. 89 

184,055.73 
51,  977.  56 


Total    

Deferred  assets: 

Working-fund  advances  -  $436,577.99 

Insurance  and  other  funds   552,  788, 53 

Other  deferred  assets   626,  317. 10 


10,066,539.98 


Unadjusted  debits : 

Rents  and  insurance  premiums  paid  in  advance  $62, 567. 30 

Discount  on  funded  debt   16,108.70 

Other  unadjusted  debits    207, 610. 09 


1,  615,683.62 


286,  286.09 


Total  

Grand  total     143,733,839.81 


Stock,  capital  stock: 
Book  liabUity. 


LIABILITIES 


Held  by  or  for  carrier  


$42, 503, 000. 00 
400.00 


Total  

Long-term  debt,  funded  debt  unmatured.. 


  $42,  502,  600. 00 

  62,798,000.00 
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Current  liabilities: 

Loans  and  bills  payable  $2, 703, 533. 51 

Traffic  and  car-service  balances  payable   641, 652. 82 

Audited  accounts  and  wages  payable   3,505,675.06 

Miscellaneous  accounts  payable   354,681.61 

Interest  matured  unpaid   —  260,278.50 

Dividends  matured  unpaid   130,917.00 

Funded  debt  matured  unpaid   827, 000. 00 

Unmatured  dividends  declared   1,912,017.00 

Unmatured  interest  accrued   555,490.63 

Unmatured  rents  accrued    181,540.51 

Other  current  liabilities   598, 014. 31 

Total     $11,680,401.55 

Deferred  liabilities: 

Liability  for  provident  funds   $1, 143. 15 

Other  deferred  liabilities   354,504.67 

Total   355, 647. 82 

Unadjusted  credits : 

Tax  liability  $283, 935. 73 

Operating  reserves   218,604.82 

Accrued  depreciation,  equipment   61,072.83 

Other  unadjusted  credits.    355, 622. 31 

Total    909,235.69 

Appropriated  surplus: 

Additions  to  property  through  income 

and  surplus   16,839,487.37 

Sinking-fund  reserves   3,461.96 

Appropriated  surplus  not  specifically 

invested   155, 395. 77 

Total   6,998,845.10 

Corporate  surplus,  profit  and  loss  credit  balance   18, 489, 609.  65 

Grand  total    143,733,839.81 

CONTINGENT  LIABILITIES 

The  carrier  has  guaranteed  both  principal  and  interest  on 
$12,675,000,  and  the  interest  only  on  $2,230,000,  of  outstanding 
securities  of  subsidiary  and  affiliated  companies.  It  has  also  guaran- 
teed dividends  on  $14,730,000  of  stocks  of  subsidiary  companies. 
For  a  detailed  statement  of  the  various  securities  embraced,  reference 
is  made  to  the  accounting  report  hereinbefore  mentioned. 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the 
books  of  the  carrier  to  be  $68,642,567.68.  If  certain  readjustments 
were  made,  as  detailed  in  Appendix  2,  this  amount  would  be  de- 
creased to  $67,596,908.68.   Of  this  amount  $11,408,500  consists  of 
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the  par  value  of  securities,  the  money  value  of  which  at  the  time  of 
entry  upon  the  books  of  the  carrier  is  not  known  and  can  not  be 
ascertained. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  carrier  can  not  be  ascertained  owing  to  the  in- 
adequacy of  the  records.  The  obtainable  data  on  the  original  cost 
of  191.258  miles  of  road  owned  on  date  of  valuation,  and  20,279 
units  of  equipment,  as  nearly  as  can  be  ascertained,  are  represented 
by  the  following  classes  of  outlay : 


Road : 

Recorded 


money  outlay  


 $34,272,983.01 

300, 000. 00 


270, 000. 00 


whatever  part  of  the  foregoing  classes  of  outlay  is 
represented  in  road  abandoned   and   written   off  to 

profit  and  loss  at  an  estimated  cost  of  

Equipment,  recorded  money  outlay,  verified  cost  of  20,279  units 
of  equipment  out  of  20,295  units  returned  by  the  carrier          25, 540, 964. 00 

Further  information  respecting  original  cost,  including  the  cost 
of  lands,  machinery,  and  equipment,  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecior 
tion. — The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  whol- 
ly owned  and  used,  owned  but  not  used,  and  used  but  not  owned, 
including  carrier's  or  lessor's  portion  of  minor  facilities  jointly 
owned,  are  as  follows: 


Classification 


Cost  of  re- 

Costoln- 
g  M 

$58,43X  710 

$43.  I*W 

10.847 
25,548 

8ft,  3*5 

mm 

14.833.236 
10,  635, 179 
2.  619,  073 
287,344 
1.  520, 712 
4,006,910 
2,786.284 
570.274 
90,078 

11.846.^ 

1. 97*12. 
»771 

s.i6t«a 

2.I79.4W 
73,090 

87,248,090 

29,7a«> 

58,469,105 
96.680.800 

43. 277,  W 

Owned  but  not  i 


n  Company  

Ohio  Railway.... 


Used  but  not  owned, 
Albany  and  Susqucl 

I  and  Schenectady . 
;  and  Whitehall 
and  Vermont 


Northern  Coal  and  Iron  Company... 

Chateau  gav  and  Lake  Placid  

Pittsburgh  and  Dannemora  

Ticonderoga  Railroad  


Grand  total  o 
Grand  total  used 
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New  Fork 


Wholly  owned  and  used  

Wholly  owned  but  not  used,  leased  to 

Used  but  not  owned,  leased  from  t he- 
Albany  and  Susquehanna  

Rensselaer  and  Saratoga    

Saratoga  and  Schenectady**' 
Albany  and  Vermont.. 


Cbateaugav  and  Lake  Plncld 


122.703,021 
10,847 


J4,  R33.  236 

2,  M  9, 073 
1,520,712 
2.786,2»4 

570.27' 


31. 71ft,  Ml 


$10. 346,  70S 


11.846,539 
7.3S7,0ii 
1,979,127 
1.221,566 
2. 379. 529 
478,  m 


Oand  total  owned.. 
Grand  total  used... 


Wholly  owned  and  used 
Uaed 


Pt  nnsylcania 
"from* the* Northern* Coal  and  Iron 


Grand  total  owned. 


Vermont 


22.  7i3.  868 
54.  421.532 


7,  231,893 
4.005,910 


19,352,968 
44,711,733 


A,  063,  404 
3, 162.  MS 


7,231.893  , 
11,  237,  $03  | 


4.  792 


3,663.  494 
8,826,052 


2,388 


Used  but  not  owned,  leased  from  the— 

Rensselaer  and  Saratoga   

Rutland  and  Whitehall  


1, 236, 325  I 
2X7y  344  - 


978,337 
226.771 


J,t23.6fi9 


1,20,'.,  108 


Grand  total  owned. 
Grand  total  used... 


Ao(  allocaltd  to  Staies 


Wholly  owned  and  used  

Owned  but  not  used,  leased  to  Carolina,  Chnchfleld,  and  Ohio  Railway  


4,792  ! 
1,  461 


Grand 


total 
total 


owned.. 


28,493,004 
25,648 


28  .118,  bl2 
28,493,004 


2,388 
1,207.  496 


18, 236, 797 
21,871 


668 
797 


These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets,  which  are  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value.— The  carrier  owns  and  uses 
for  its  purposes  as  a  common  carrier  6,243.54  acres  of  lands.  The 
total  original  cost  of  these  lands  can  not  be  ascertained,  as  the  neces- 
sary accounting  records  are  not  obtainable.  Data  respecting  origi- 
nal cost  will  be  found  in  Appendix  2.   The  area  and  present  value 
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of  lands  owned  and  used,  owned  but  not  used,  and  used  but  not 
owned  by  the  carrier  for  common-carrier  purposes,  are  as  follows: 


As  a  whole 


Classification 


p>xnt 

>diue 


Wholly  owned  and  used . 


Wholly  owned  bat  not  used,  leased  to  the — 

Coopcrstown  and  Charlotte  Valley  

New  York,  Ontario  and  Western  Railway  Company. 


Total  


Used  hut  not  owned,  leased  from  the— 

Northern  Coal  nnd  Iron  Company  

Delaware,  Lackawanna  &  Western  Railroad  Company  


New  York  Central  Railroad  Company  

Syracuse,  Binghamton  «t  New  York  Railroad  Company. 

Rutland  Railroad  Company  

Fftchburg  Railroad  Company  

Albany  and  Susquehanna..   

Albany  and  Vermont..  

Saratoga  and  Schenectady  

Rensselaer  and  Saratoga  

Ticonderoga  Railroad  .  

Chateaugay  and  Lake  Plaot  

PlatUburKh  and  Darmemoru  

Rutland  aud  Whitehall  

Private  ] 


Total. 


Grand  total  owned. 
Qrand  total  used... 


6.  243,  54 


8.06 
11.42 


13,871815.!? 

147  H 
Mftlj 


19.48 


0  44 


233 
n.  or, 

118.00 
172.53 
755.  S7 
11.53 
045.  41 
157. 74 
01.  93 
31.41 


2.2SS 


I, 


8,71100 


3,648»0 

15.  506  10 

ICO 
2.S77  » 
457.10 
1,  M0,  S3. 11 

339.  iw: 

247,lSlil 
L|UU 

6,8et.» 

lOl.WiOi 
4,141.0* 
9.34'  - 
22.404^ 




5,889.73  |    6,935,719  2? 

fi.  2iV?.  02  I  5,883,347.3 
12,133.27  I  12,810,1743 


Distributed  by  States 


Classification 

Acres 

Present 

• 

Pennsylvania 

ML  08 

t3.M9.S89.* 

Used  but  not  owned,  leased  from  the — 

Northern  Coal  and  Iron  Company  

Delaware,  Lackawanna  it  Western  Railroad  Company  

328.26 

0.  44 

1.  ao 

3,648,8043 
15,5*10 
1,530.8 

Total  

330.00 

3, 665, 835. 31 

Qrand  total  owned................................ — .  ............. 

moo 

1,328.09 
5,215.10 

15S 

MB.0S7.N 

New  York 

Wholly  owned  and  used    

Wholly  owned  but  not  used,  leased  to  the— 

New  York,  Ontario  and  Western  Railway  Company.  

8.00 
11.43 

147. » 
8,5*5 « 

Total   

19.48 

8^711  <» 
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Distributed  by  States— Continued 


Classification 

Acres 

Present 
valuo 

Used  but  not  owned,  termed  from  the— 

New  York  Central  U  illro.vl  Compnnv  

fl.05 
0.08 

u.o« 

2.  09 
M«.00 
172.53 
1,46.1  0! 
11.  53 
MS.  41 
157.  74 
28.11 

$20,  028.  32 
2.00 
457.  10 
1.2fiO,7S3.31 
339,  188.  82 
247, 132.  ra 
1.218,330.  52 
0,801.  80 
101,948.01 
4,141.05 
20,  807.  75 

Ticondcrous  Railroad  .  

ChrUejiiiEfty  and  I,r»ke  Plar  ld  

Total. 


5,200.01  I  3,226,581.20 


Grand  total  owned.. 
OrnDd  total  used  


Vrrinont 


Wholly  owned  and  used.. 


Csed  hut  not  owned.  W«ed  from  tho— 

Rensselaer  and  S.ir;doK:i  

Ruthnd  and  Whitehall  

Rutland  Ruliroad  Company  

Private  parties  


Total.. 


Grand  totnl  owned. - 
Grand  total  u^ed  


2,  fill,  799.  84 
5. 820,  WO.  04 


2,157.85 


34. 320.  53 
6.345.95 
2,  577.  00 
80.00 


2,157.65 
45.481.13 


Rights  in  the  public  domain  and  in  private  lands. — The  present 
value  of  rights  in  the  public  domain  and  in  private  lands  owned 
and  used  and  used  but  not  owned  by  the  carrier  is  as  follows: 


As  a  whole 


Classification 

Rights  In 
public 

domain 

$14. 185,83 

Rights  In 
private 
lands 

$2,908 

Uied  but  not  owned,  leasod  from  tho — 

8,023.50 

845 
20 
UK0 
150 

8,023.50 

1.905 

14, 185. 83 
22,209.33 

2.908 
4.903 
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Distributed  by  States 


Penvs'jlrnnia 


Wholly  owinv!  and  used  

Used  but  not  owned,  leased  from  the  Northern  Coal  and  Iron  Company. 


Orand  total  owned.. 
Grand  total  used  


AVw  York 


Wholly  owned  and  U5rd._. 


Used  but  not  owned,  lensed  from  the — 

Albany  nnd  Susquehanna.  

Rensselaer  and  Saratoga  

Snrntoga  nnd  Pchenertndy  


Total  - 


Orand  total  owned. 
Orand  total  used... 


Vermont 

Used  but  not  owned,  le  iired  frcra  the  Rensselaer  and  Saratoga.. 


x\ ignis  in  l 
public  | 
domain 

1 

private 
lands 

J337.03 

11,0115 
V 

337.03 
337. 03 

1.010 

\,m 

13, 848. 80 

1,8» 

8,  023.  50 

» 

6SD 
WO 

8, 023.  Ml 

1.810 

13. 848.  SO  i  LStt 
21.K2.30i       3.  TO* 

III" 

Information  respecting  the  original  cost  of  rights  owned  by  the 
carrier  will  be  found  in  Appendix  2. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
Her. — The  carrier  owns  1,032.93  acres  of  lands  classified  as  noncar- 
rier.  The  total  original  cost  of  these  lands  can  not  be  ascertained. 
Data  respecting  original  cost  will  be  found  in  Appendix  2.  Their 
present  value,  including  the  value  of  improvements  thereon,  dis- 
tributed by  States,  is  as  follows: 


Classification 


Pennsylvania. 
New  York.... 

Michigan  

Illinois  

New  Jersey... 


Total.. 


Prrsrnt  value 


J:n3,S70.41 
1.M1.C8M 
661. » 
4.74&W 

i,m«iw 


3,i8i,ra<: 


On  lands  used  for  carrier  purposes  are  noncarrier  structures,  the 
present  value  of  which  is  as  follows: 


Pennsylvania  

New  York  


 $11,000 

  21.619 


Total   32, 0V9 

The  carrier  owns  and  holds  cash  on  hand  and  materials  and  sup- 
plies in  the  amount  of  $3,655,583.  This  amount  is  in  excess  of 
normal  requirements  for  working  capital  as  determined  in  the  man- 
ner outlined  in  Appendix  3.  Under  the  method  there  explained  the 
readjusted  percentage  for  this  carrier  is  13.4,  which,  applied  to 
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annual  operating  expenses  of  $16,381,569,  closely  approximating  the 
trend  for  a  period  of  five  years  prior  to  valuation  date,  results  in 
the  sum  of  $2,195,100,  the  amount  necessary  for  the  carrier's  use 
as  working  capital.  The  remainder,  $1,460,483,  which  is  in  excess 
of  the  amount  required  for  working  capital,  is  considered  for  the 
purposes  of  valuation  as  noncarrier  property. 

The  carrier  had  recorded  investments  in  other  companies  of  a  par 
value  of  $53,577,137.56,  which  it  carried  at  a  book  value  of  $19,501,- 
712.34.  The  details  of  the  securities  held  will  be  found  in  Appendix 
2.  There  is  shown  in  Appendix  2,  under  the  heading  Miscellaneous 
Physical  Property,  the  sum  of  $10,280,864.44,  as  representing  a  bal- 
ance shown  by  the  carrier's  books,  consisting  of  coal  lands  and  other 
items  named.  No  part  of  this  property  is  included  in  the  property 
above  reported  as  held  for  purposes  other  than  those  of  a  common 
carrier  and  investments  in  other  companies. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  carrier 
owns  certain  carrier  and  noncarrier  lands  which  it  acquired  through 
aids.  The  area  and  present  value  of  these  lands  distributed  by 
States  are  as  follows: 


Classification 

Actps 

Present  value 

Owned  and  used: 

38.89 

130.73 
24.85 

$124, 25tt  01 
CO,  fi23.  95 
711.85 

Total  

203. 47 

185,585.81 

Owned  but  held  for  noncarrier  purposes: 

8.23 

.07 

784.66 
4, 352. 00 

8.30 

5,130.00 

The  foregoing  totals  are  included  in  the  preceding  summaries  of 
the  present  value  of  lands  owned  by  the  carrier.  The  value  of  these 
lands  at  the  time  acquired  can  not  be  determined.  In  addition  to 
the  foregoing  the  carrier  or  its  predecessor  received  public  and 
private  aids,  which  are  summarized  as  follows: 


State  aid: 

By  special  acts  passed  by  the  Legislature  of  New  York  on  March  10,  1827, 
and  May  2,  1829,  respectively,  the  comptroller  of  that  State  was  author- 
ized to  issue  to  the  carrier  special  certificates  of  stock  to  the  amount  of 
$500,000  and  $300,000,  "for  the  redemption  of  which,  and  the  due  pay- 
ment of  interest  thereon  to  the  owners  of  such  stock,  the  faith  and 
credit  of  the  people  of  this  State  is  hereby  pledged."  These  Issues 
were  retired  by  the  carrier  at  maturity,  but  the  issue  of  this  stock  by 
the  State  of  New  York  served  to  aid  the  company  by  the  loan  of  the 
State's  credit  for  the  period  of  the  debt. 

By  the  terms  of  the  act  of  March  10,  1827,  the  carrier  was  exempted  from 
taxation  "  until  the  average  annual  income  of  the  said  corporation,  from 
the  time  of  its  commencing  business,  shall  amount  to  six  per  ceuluiu  per 
116 1.  C.  C. 
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annum  on  Its  whole  capital,"  with  the  provision,  however,  "that  this 
exemption  shall  not  extend  beyond  the  period  of  six  years  from  the 


passing  of  this  act." 
Cash  subsidies  : 

Contribution  of  Center  Village,  N.  Y.,  towards  the  cost  of  the  new 
station  at  that  point  in  1871-72  $1, 450 

Contribution  of  the  International  Paper  Company,  under  an  agree- 
ment with  the  carrier  dated  April  10,  1901,  towards  the  cost  of 
track  extended  to  the  end  of  the  paper  mills  of  that  company  at 
South  Glens  Falls,  N.  Y     39,757 

Contribution  of  W.  H.  Miner  towards  the  cost  of  a  new  station 
at  Chazy,  N.  Y   2,500 

Materials  and  supplies. — As  appears  in  the  general  balance  sheet, 


the  value  of  materials  and  supplies  on  hand  on  date  of  valuation  is 
shown  by  the  carrier's  records  to  have  been  $2,323,040.89: 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  owned  and  used,  owned  but 


not  used,  and  used  but  not  owned,  devoted  to  common-carrier  pur- 
poses are  found  to  be  as  follows : 

Wholly  owned  and  used  $57, 195, 100 


Owned  but  not  used,  leased  to  the — 

Champlain  Transportation  Company   6,600 

Carolina,  Clinchfleld  and  Ohio  Railway   _  22,000 

Cooperate wn  and  Charlotte  Valley   147 

New  York,  Ontario  and  Western  Railway  Company   8,505 


Used  but  not  owned,  leased  from  the — 

The  Delaware,  Lackawanna  &  Western  Railroad  Company   15. 506 

The  New  York  Central  Railroad  Company   20,928 

Syracuse,  Binghamton  &  New  York  Railroad  Company   2 

Fitchburg  Railroad  Company   457 

Rutland  Railroad  Company   2, 577 

Albany  and  Susquehanna   14, 000, 000 

Rensselaer  and  Saratoga   10,300,000 

Saratoga  and  Schenectady   2,300,000 

Rutland  and  Whitehall   240,000 

Albany  and  Vermont  -  -  —  1,600.000 

Northern  Coal  and  Iron  Company   7,000,000 

Chateaugay  and  Lake  Placid   2,550.000 

Phittsburg  and  Dannemora   500,000 

Ticonderoga  Railroad   82.000 

Private  parties   22,409 


Total  lensed    --   38.639.879 

Total  owned     57,232,412 

Total  used   95,834.979 
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No  other  values  or  elements  of  value  to  which  specific  sums  can 
now  be  ascribed  are  found.  The  sum  of  $2,195,100  is  included  iri  the 
value  above  stated  as  wholly  owned  and  used  on  account  of  working 
capital,  including  material  and  supplies. 

THE    ALBANY   AND   SUSQUEHANNA    RAILROAD   COMPANY    (ALBANY  AND 

SUSQUEHANNA) 

Location  and  general  description  of  property. — The  railroad  of 
the  Albany  and  Susquehanna  Railroad  Company,  hereinafter  called 
the  Albany  and  Susquehanna,  is  a  partly  double-track  standard- 
gauge  steam  railroad,  located  in  the  east-central  part  of  New  York. 
The  owned  mileage  extends  southwestwardly  from  Albany  to  Bing- 
hamton,  a  distance  of  142.441  miles.  The  Albany  and  Susquehanna 
owns  second  main-line  tracks  aggregating  94.537  miles.  It  also  owns 
yard  and  side  tracks  totaling  159.484  miles.  Its  road  thus  embraces 
396.462  miles  of  all  tracks  owned.  In  Appendix  1  will  be  found  a 
general  description  of  the  property. 

Jointly  used  property.— The  Albany  and  Susquehanna  has  no 
jointly  owned  and  used  property. 

Traffic  connections. — The  traffic  connections  will  be  found  in 
Appendix  1. 

Physical  conditions  affecting  construction. — In  Appendix  1  are 
statements  as  to  the  topography,  geology,  and  climate,  as  affecting 
the  construction  of  the  carrier's  railroad,  which  are  applicable  to 
the  Albany  and  Susquehanna. 

Economic  conditions  relating  to  traffic. — Information  with  re- 
spect to  this  subject  will  be  found  in  Appendix  1. 

Corporate  history. — The  Albany  and  Susquehanna  was  incorpo- 
rated April  19,  1851,  under  the  general  laws  of  New  York,  for  the 
purpose  of  constructing,  maintaining,  and  operating  a  railroad 
from  Albany  to  Binghamton.  At  the  last-named  point  it  was  to 
connect  with  the  New  York  and  Erie  Railroad,  and  due  to  this  con- 
nection it  was  originally  constructed  of  a  broader  gauge  than  that 
of  the  present  standard-gauge  railroads.  The  articles  of  association 
filed  April  19,  1851,  provided  that  the  corporation  should  continue 
for  150  years.  The  time  of  completion  of  the  road  was  extended  by 
special  acts  of  New  York  dated  March  23,  1853,  April  13,  1855, 
April  14,  1857,  March  4,  1863,  and  April  24,  1867.  Its  organization 
was  perfected  by  a  meeting  of  the  stockholders  and  election  of  offi- 
cers on  April  19,  1851.  The  entire  property  of  the  Albany  and 
Susquehanna  is  leased  to  the  carrier  and  has  been  operated  by  the 
latter  since  February  24,  1870.  Its  principal  offices  are  located  at 
Albany  and  New  York  City.  The  detailed  facts  as  to  the  develop- 
ment of  the  fixed  physical  property  are  given  in  Appendix  2. 
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History  of  corporate  financing,  capital  stock,  and  long-term  debt.— 
The  Albany  and  Susquehanna  has  issued  a  total  of  $37,295,000  in 
stocks,  bonds,  and  other  long-term  debts.  Of  this  amount 
$13,500,000  was  outstanding  on  date  of  valuation.  Of  the  securities 
outstanding,  $3,500,000  are  in  common  stock  and  $10,000,000  in 
first-mortgage  bonds.  The  Albany  and  Susquehanna  has  also  issued 
and  retired  short-term  notes  amounting  to  $3,055,030.27  to  date  of 
valuation.  The  purposes  for  which  the  capital  securities  were 
issued  and  the  apparent  considerations  received  therefor,  and  other 
facts  pertinent  to  the  capitalization  of  the  AJbany  and  Susquehanna, 
are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  Albany  and  Susquehanna, — The 
result  of  corporate  operations  of  the  Albany  und  Susquehanna  from 
September  18,  1863,  to  date  of  valuation,  is  stated  in  detail  in  Ap- 


pendix 2,  and  is  summarized  as  follows : 

Gross  earnings  (railway  operating  revenues)  $2, 669, 384. (M 

Operating  expenses  (railway  operating  expenses)   1, 721, 708. 51 

■  ■  — 

Resulting  in  net  earnings  (net  revenue  from  railway  op- 
erations) of   947,075.53 

During  the  same  period  taxes  assessed  (railway  tax  accruals) 

amounted  to     37,000.38 

Resulting  in  income  from  railway  operations  (railway 

operating  income)  of   910.000.15 

In  addition  to  this  there  was  income  from  nonoperating  sources 

(nonoperatlng  income)  of     37, 203, 676. 08 

Resulting  in  gross  income  for  the  period  (gross  Income) 

of   38,114,285.23 


Resulting  in  that  amount  being  available  for  payment  of  interest  and 
dividends  and  for  other  corporate  purposes  (chargeable  to  deductions 
from  gross  income  and  to  disposition  of  net  income). 

The  Albany  and  Susquehanna  paid  no  dividends  on  its  capital 
stock  until  its  property  was  leased  to  the  carrier  on  February  24. 
1870.  Under  the  agreement  with  that  company  the  lessee  agreed  to 
pay  7  per  cent  per  annum  on  the  capital  stock  until  the  Albany  city 
L»onds  were  retired,  and  thereafter  at  the  rate  of  9  per  cent 
per  annum.  This  plan  enabled  the  Albany  and  Susquehanna  to  pay 
regular  dividends  of  7  per  cent  per  annum  from  1872  to  1902,  in- 
clusive, and  9  per  cent  per  annum  from  1903  to  date  of  valuation, 
inclusive.  In  addition  to  the  above,  extra  dividends  have  been  paid 
and  charged  to  income  as  follows :  At  October  22,  1909,  the  Albany 
and  Susquehanna  received  payment  of  $1,350,512.30  from  the  carrier 
for  arrears  in  rental  and  interest  thereon.  Of  this  amount  $1,050,000 
was  disbursed  in  payment  of  an  extra  dividend  of  30  per  cent.  An 
extra  dividend  of  3.45  per  cent  was  paid  during  the  years  1911  to 
1913,  inclusive,  and  3.5  per  cent  during  the  years  1914  to  dote  of 
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valuation,  inclusive.  The  dividends  for  the  period  of  corporate 
operations  amounted  in  the  aggregate  to  $13,545,955.50. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
Albany  and  Susquehanna,  as  showing  its  financial  condition  on  date 
of  valuation,  follows: 

ASSETS 

Investments : 

Investment  in  road  and  equipment  $14,200,706.55 

Investment  in  bonds   45,490.07 

Total   _  $14,  246,  25ft.  62 

Current  assets: 

Cash  $7, 236.  55 

Miscellaneous  accounts  receivable   2,532.50 

Rents  receivable     87,500.00 

Total   97, 260. 05 

Grand  total   14,343,525.67 

LIABILITIES 

Stock,  capital  stock   $3,500,000.00 

Lons-term  debt,  funded  debt  unmatured   10,000,000.00 

Current  liabilities: 

Dividends  matured  unpaid   $861.45 

Unmatured  Interest  accrued   87,500.00 


Total   88, 361. 45 

Corporate  surplus,  profit  and  loss  balance,  credit   755, 164. 22 


Grand  total   14,343,525.67 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the 
books  of  the  Albany  and  Susquehanna  to  be  $14,200,706.55.  If 
certain  readjustments  were  made,  as  detailed  in  Appendix  2,  this 
amount  would  be  increased  to  $14,322,055.32.  Of  this  amount  $459,* 
723.16  represents  securities  issued,  the  money  value  of  which  at  the 
time  of  entry  upon  the  books  of  the  Albany  and  Susquehanna  is  not 
known  and  can  not  be  ascertained. 

Original  cost  to  date. — The  original  cost  to  date  of  ihe  common- 
carrier  property  owned  by  the  Albany  and  Susquehanna  can  not  be 
ascertained  owing  to  the  inadequacy  of  the  accounting  records. 
With  the  exception  of  equipment  taken  over  by  the  carrier  when  it 
leased  the  property  on  February  24,  1870,  the  obtainable  data  may 
be  summarized  as  follows: 


Recorded  money  outlay: 

By  the  Albany  and  Susquehanna  $9,139,300.42 

By  the  carrier   (improvements  on  leased 

railway  property)   3, 423, 882. 54 
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Outlay  In  securities: 

Capital  stock      $114, 823. 16 

Funded  debt   249,600.00  $424,523.16 

Town  bonds  exchanged   60,100.00 

There  should  be  deducted  from  the  foregoing  the  cost  of  lands 
classified  by  us  as  noncarrier,  the  excess  of  original  cost  over  pro- 
ceeds from  sales  of  land,  and  the  original  cost  of  other  land  disposed 
of  and  credited  to  other  accounts.  The  above  outlay  may  also 
include  the  cost  of  property  which  may  have  been  abandoned  and 
not  written  out  of  the  road  and  equipment  investment  account.  In- 
formation respecting  the  cost  of  lands  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  depre- 
ciation.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  wholly  owned  by  the 
Albany  and  Susquehanna  and  leased  to  the  carrier,  are  $14,833,236 
and  $11,846,539,  respectively.  These  amounts,  classified  in  con- 
formity with  the  clasification  of  expenditures  for  road  and  equip- 
ment as  prescribed  by  us,  are  shown  in  the  summary  sheets,  which 
are  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value.— The  Albany  and  Susque- 
hanna owns  2,285.09  acres  of  lands  which  are  leased  to  the  carrier 
for  common-carrier  purposes.  The  total  original  cost  of  these  lands 
can  not  be  ascertained,  as  the  necessary  details  in  the  accounting 
records  are  not  obtainable.  Information  respecting  original  cost 
will  be  found  in  Appendix  2.  The  present  value  of  these  lands  is 
$1,260,783.31. 

Rights  in  private  lands. — The  Albany  and  Susquehanna  owns 
rights  in  private  lands,  used  by  the  carrier,  with  a  present  value  of 
$980.  The  original  cost  of  these  rights,  as  supported  by  accounting 
records,  is  $754.35.  In  addition  to  this  amount  the  Albany  and  Sus- 
quehanna claims  costs  of  $632.30,  which  are  not  supported  by  ac- 
counting records. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  Albany  and  Susquehanna  owns  0.22  acre  of  land  classified 
as  noncarrier.  The  original  cost  of  this  land,  as  supported  by  ac- 
counting records,  is  $502.  Its  present  value,  including  the  value  of 
improvements  thereon,  is  $626.21.  On  lands  used  for  carrier  pur- 
poses are  noncarrier  structures  with  a  present  value  of  $14,000.  On 
date  of  valuation,  the  Albany  and  Susquehanna  had  an  investment 
of  $45,000  par  value  of  New  York  City  bonds  which  it  acquired  for 
$45,490.07  in  cash. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  Albany  and  Susquehanna  and  leased  to  the  carrier 
for  common-carrier  purposes,  40.49  acres,  with  a  present  value  of 
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$110,059.59,  were  acquired  through  aids,  the  title  to  this  land  being 
conveyed  by  deeds  reciting  nominal  considerations  only.  The  value 
of  this  land  at  the  time  acquired  can  not  be  determined.  Under 
special  acts  passed  by  the  Legislature  of  New  York,  the  Albany  and 
Susquehanna  received  donations  from  that  State  of  $750,000,  paid 
in  five  installments  from  January,  1865,  to  February,  1868,  in  con- 
sideration of  constructing  and  equipping  the  road,  which  was  cred- 
ited to  the  road  and  equipment  investment  account.  Under  author- 
ity  of  a  special  act  of  New  York,  the  city  of  Albany  issued  its  30- 
year  bonds  of  a  par  value  of  $1,000,000  in  aid  of  construction. 
These  bonds  were  retired  with  cash  at  maturity  by  the  Albany  and 
Susquehanna.  Under  special  acts  of  the  Legislature  of  New  York 
dated  March  27,  1852,  March  81,  1856,  and  amendments  subsequent 
thereto,  various  towns  subscribed  to  the  capital  stock  of  the  Albany 
and  Susquehanna  in  the  following  amounts: 


Binghamton.. 
Afton  


 $50.  000 

   80,000 


Balnbridge   30, 000 

Cobli  skill   60, 000 

Colesville   50, 000 


Davenport  

Duanesburgh_. 


Decatur  

Esperance  

Milford  *_   00,000 

Otego   70, 000 


30.000 
30,000 
20,000 
30,  000 
70. 000 


Oneonta  

RicbmondvHle— 
Summit  


$70,000 
50,000 
25.000 


Seward   30. 000 

Schoharie   30.  000 

Sidney   50.000 

Unadllla   70. 000 

Worcester   60  000 

Westford   30,000 


Total  


1)50,  000 


The  Albany  and  Susquehanna  received  cash  donations  from 
various  individuals  during  the  years  1853  to  1867,  in  amounts  rang- 
ing from  $25  to  $250,  to  the  aggregate  of  $2,225.  Of  this  amount 
$400  was  subsequently  eliminated  by  the  issue  of  capital  stock,  $1,725 
was  credited  to  investment  in  road  and  equipment,  and  the  remain- 
ing $100  was  donated  by  the  grantor  of  a  parcel  of  land  in  1864, 
for  which  the  total  consideration  was  $118.75,  the  Albany  and 
Susquehanna  paying  the  difference  of  $18.75  to  the  donor. 

Materials  and  supplies. — The  Albany  and  Susquehanna  had  no 
materials  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value  for  rate- ma  king  purposes  of  the  property 
of  the  Albany  and  Susquehanna  owned  but  not  used,  leased  to  the 
carrier  for  common-carrier  purposes,  is  found  to  be  $14,000,000.  No 
other  values  or  elements  of  value  to  which  specific  sums  can  now  be 
ascribed  are  found.    No  working  capital,  including  materials  and 
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supplies,  is  found  to  be  owned  or  used  by  the  Albany  and 
Susquehanna. 

THE  RENSSELAER  AND  SARATOGA  RAILROAD  COMPANY    (RENSSELAER  AND 

SARATOGA) 

Location  and  general  description  of  property. — The  railroad  of 
The  Rensselaer  and  Saratoga  Railroad  Company,  hereinafter  called 
the  Rensselaer  and  Saratoga,  is  a  partly  double-track  standard-gauge 
steam  railroad,  located  in  the  States  of  New  York  and  Vermont. 
The  owned  mileage  extends  from  Troy  to  Ballston  Spa,  a  distance 
of  25.150  miles;  from  Watervliet  to  Green  Island,  1.080  miles;  from 
Glens  Falls  to  Lake  George,  9.060  miles;  from  Saratoga  Springs  to 
Whitehall,  40.950  miles;  from  Whitehall  to  New  York- Vermont  State 
line,  6.590  miles;  from  Eagle  Bridge  to  New  York-Vermont  State 
line  32.400  miles;  from  Fort  Edward  to  Glens  Falls,  5.400  miles; 
and  New  York- Vermont  State  line  to  Rutland,  Vt.,  33.074  miles. 
The  following  is  a  summary  of  the  mileage  owned  by  the  Rensselaer 
and  Saratoga  and  leased  to  the  carrier  for  common-carrier  purposes: 


First 
main  track 

•  Second 
main  track 

Yard 
trarks  find 
sidings 

All  trades 

Wholly  owned,  leased  to  tbe  carrier: 

In  New  York  

Milet 
120.630 
83.074 

MiUt 
50.B26 

Mile* 
92.497 
ll.WU* 

MiUt 

272.  753 
44.10 

In  Vermont  .................... 

163.704 

».<£» 

103.501 

316.921 

In  Appendix  1  will  be  found  a  general  description  of  the  prop- 
erty. 

Jointly  used  property. — The  Rensselaer  and  Saratoga  has  no 
jointly  owned  and  used  property. 

Traffic  connections. — The  traffic  connections  will  be  found  in  Ap- 
pendix 1. 

Physical  conditions  affecting  construction. — In  Appendix  1  are 
statements  as  to  the  topography,  geology,  and  climate,  as  affecting 
the  construction  of  the  carrier's  railroad,  which  are  applicable  to  the 
Rensselaer  and  Saratoga. 

Economic  conditions  affecting  traffic— \v& ormation  with  respect  to 
this  subject  will  be  found  in  Appendix  1. 

Corporate  history. — The  Rensselaer  and  Saratoga  is  a  corporation 
of  the  State  of  New  York,  with  principal  office  at  Troy,  and  was 
incorporated  under  a  special  act  of  April  14,  1832.  Its  property 
was  leased  on  May  1,  1871,  for  the  term  of  its  charter,  to  the  carrier. 
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The  detailed  facts  as  to  the  development  of  the  fixed  physical  prop- 
erty are  given  in  Appendix  2. 

History  of  corporate  financing,  capital  stock,  and  long-term  debt. — 
The  Rensselaer  and  Saratoga,  so  far  as  can  be  ascertained  from 
obtainable  records,  has  issued  a  total  of  $17,775,000  in  stocks,  bonds, 
and  other  long-term  debts,  of  which  $12,000,000  was  outstanding  on 
date  of  valuation.  Of  the  securities  outstanding  $10,000,000  are  in 
common  stock  and  $2,000,000  in  bonds.  The  Rensselaer  and  Sara- 
toga also  issued  and  retired,  to  date  of  valuation,  short-term  notes 
aggregating  $455,084.84.  The  purposes  for  which  the  capital  se- 
curities were  issued  and  the  apparent  considerations  received  there- 
for, and  other  facts  pertinent  to  the  capitalization  of  the  Rensselaer 
and  Saratoga,  are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  Rensselaer  and  Saratoga. — The  re- 
sult of  the  corporate  operations  of  the  Rensselaer  and  Saratoga  for 
the  year  ended  on  date  of  valuation,  and  for  the  period  from  October 
1,  1866,  to  date  of  valuation,  is  stated  in  detail  in  Appendix  2,  and 
is  summarized  as  follows : 

Gross  earnings  (railway  operating  revenues)  $(5. 769. 680. 90 

Operating  expenses  ( railway  operating  expenses )   4, 660, 678. 25 


Resulting  in  net  earnings  (net  revenue  from  rallwny  op- 
erations) of   2, 103,002.  74 

During  the  same  period  taxes  assessed  (railway  tax  nccroals) 

amounted  to   340, 774.  86 


Resulting  In  an  income  from  railway  operations  (railway 

operating  income)  of   1,762,227.88 

In  addition  to  this  tbere  was  income  from  nononerating  sources 

(nonoperating  income)  of   334.810.31 

Resulting  in  gross  Income  for  the  period  (gross  income)  of_  2. 097, 044. 19 
During  this  period  rents  and  hire  of  equipment  (chargeable  to 
deductions  from  gross  income  and  to  disposition  of  net  income) 
amounted  to   386,352.32 


Resulting  in  an  amount  available  for  payment  of  Interest 
and  dividends  and  for  other  corporate  purposes  (charge- 
able to  deductions  from  gross  Income  and  to  disposition 
of  net  income)  of  1,710.691.87 

From  October  1,  1866,  to  April  30,  1871,  dividends  were  paid  an- 
nually out  of  surplus  at  rates  varying  from  3  to  7  per  cent,  to  the 
aggre£ate  amount  of  $874,750.  In  addition,  the  published  reports  of 
the  State  engineer  and  surveyor  and  the  railroad  commissioners  of 
the  State  of  New  York  indicate  that  dividends  were  paid  during  the 
years  1848  to  1866,  inclusive,  at  rates  varying,  so  far  as  ascertainable, 
from  3  to  8  pV  cent,  to  the  aggregate  amount  of  $392,628. 
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General  balance  sheet. — The  general  balance  sheet  stated  by  the 
Rensselaer  and  Saratoga,  as  showing  its  financial  condition  on  date 
of  valuation,  follows: 


Investments : 

Investment  in  road  and  equipment  $11, 524, 552. 13 

Investment  in  stock   475, 447. 87 

Investment  in  bonds   47, 000. 00 


Total    $12,047,000.00 

Current  assets: 

Cash     6, 620. 47 

Rents  receivable    423,333.33 


Total   429.  959.  SO 


Grand  total   12, 476, 959.  so 


LIABILITIES 

Stock,  capital  stock   10,000,000.00 

Long-term  debt,  funded  debt  unmatured   2,000,000.00 

Current  liabilities: 

Dividends  matured  unpaid  $400,000.00 

Unmatured  interest  accrued   23,333.33 


Total   423.333.33 

Corporate  surplus,  profit  and  loss  balance,  credit   53,620.47 

Grand  total   12,476,959.80 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the 
books  of  the  Rensselaer  and  Saratoga  to  be  $11,524,552.13.  If  cer- 
tain readjustments  were  made,  as  detailed  in  Appendix  2,  this 
amount  would  be  decreased  to  $9,015,613.50.  Of  this  amount, 
$2,267,900  consists  of  the  par  value  of  securities,  the  money  value  of 
which  at  the  time  of  entry  upon  the  books  of  the  Rensselaer  and 
Saratoga  is  not  known  and  can  not  be  ascertained. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  Rensselaer  and  Saratoga  can  not  be  ascer- 
tained owing  to  the  inadequacy  of  the  records.  With  the  exception 
T>f  equipment,  the  outlays  by  the  predecessor  companies  and  by  the 
Rensselaer  and  Saratoga  to  date  of  valuation  are  summarized  as 
follows : 

Recorded  and  reported  outlay: 
Recorded  money  outlay — 

By  the  Rensselaer  and  Saratoga  $4, 418, 467. 60 

By  the  lessee  for  improvements  on  leased 
railway  property  charged  to  the  road 
and  equipment  investment  account  of 

the  former   1,  894. 170.  21 

  $6,312,637.81 

Mortgage  bonds  issued,  par  value   99,  (XX).  00 
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Considerations  not  of  record — 

By    the    Rensselaer    and    Saratoga,  re- 
ported outlay  to  September  30,  1867  $1,  227, 986. 32 

By  predecessor  companies,  sworn  reports  to 

State  of  New  York   3, 393, 543. 70 

 $4,  621,  530.  02 

Less  proceeds  from  sale  of  land  and  buildings   3, 550. 00 

A  separation  of  the  foregoing  amounts  as  between  predecessor 
companies,  together  with  information  respecting  the  cost  of  lands, 
will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  by  the  Rensselaer  and  Saratoga  and  leased  to  the  carrier,  are 
as  follows: 


Classification 

Cost  or 

reproduc- 
tion new 

Cost  Of 
reproduc- 
tion less 
deprecia- 
tion 

WhoUy  owned  bat  not  used,  leased  to  the  carrier: 
Id  V  6rniont 

$0,398,854 
1,230.335 

$7,387,035 
978,337 

10, 635, 179  |  8,365,362 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets,  which  are  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  total  original  cost  of  the 
lands  owned  by  the  Rensselaer  and  Saratoga  and  leased  to  the 
carrier  for  common-carrier  purposes  can  not  be  ascertained,  as  the 
necessary  details  in  the  accounting  records  are  not  obtainable.  In- 
formation respecting  the  original  cost  will  be  found  in  Appendix 
2.  The  Rensselaer  and  Saratoga  owns  1,755.87  acres  of  lands  which 
are  leased  to  the  carrier  for  common-carrier  purposes.  The  area  and 
present  value  of  these  lands,  divided  by  States,  is  as  follows:  % 


Acres 

Present  value 

Wholly  owned,  leased  to  the  carrier 

1, 463.01 
292.86 

1,  755.  87 

$1, 218, 330  52 
34,320.53 

1,252,651.05 

Rights  in  public  domain. — The  Rensselaer  and  Saratoga  owns  and 
leases  to  the  carrier  rights  in  the  public  domain,  located  in  New  York, 
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with  a  present  value  of  $8,023.50.  The  total  original  cost  of  these 
rights  can  not  be  ascertained.  Information  with  respect  to  the  cost 
will  be  found  in  Appendix  2. 

Rights  in  private  lands. — The  Rensselaer  and  Saratoga  owns  and 
leases  to  the  carrier  rights  in  private  lands  as  follows: 


In  New  York.— 
In  Vermont  


 $G80 

  1G5 


Total. 


._  815 


The  total  original  cost  of  these  rights  can  not  be  ascertained.  The 
obtainable  data  will  be  found  in  Appendix  2. 

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  Rensselaer  and  Saratoga  owns  20.99  acres  of  lands  classified  as 
noncarrier  and  located  in  New  York,  with  a  present  value,  including 
the  value  of  improvements  thereon,  of  $84,448.42.  The  total  orig- 
inal cost  of  these  lands  can  not  be  ascertained.  Further  information 
will  be  found  in  Appendix  2.  On  lands  used  for  common-carrier 
purposes,  located  in  New  York,  are  noncarrier  structures  with  a 
present  value  of  $146,200.  The  Rensselaer  and  Saratoga  also  owns 
securities  which  are  held  for  noncarrier  purposes  as  follows: 


Property 


Stock: 

Affiliated  companion,  The  Chrunpialn  Transportation  Company. 
Nonaffiliated  companies,  The  Troy  Union  Rail  Road  Company. 


Par  value 


105. 450 

7,500 


1350.  447. 87 
125.000.00 


Total  


102.950 


47*.  447.87 


Bond*,  nonaffiliated  companies.  West  Shore  Rail  Road  Company  

Miscellaneous,  New  York  City,  4  per  cent  corporate  stock  


20.  Otvi 
27.000 


20,  000. 00 
27.  MiJ  00 


Grand  total  


H»,Kfl  522,447.87 


Further  details  will  be  found  in  Appendix  2. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations.— The  Rens- 
selaer and  Saratoga  owns  certain  carrier  and  noncarrier  lands  which 
were  acquired  through  aids.  The  area  and  present  value  of  these 
lands  are  as  follows: 


Classification 

Acm 

Present  value 

Wholly  owned,  leaded  to  the  carrier: 

47.29 
a  01 

$123,  717.  58 
269.40 

65.30 
.81 

124.  CM  » 
8. 658. 80 

Wholly  owned,  hold  for  noncarrier  purpose*,  in  New  York  

The  foregoing  totals  are  included  in  the  preceding  summaries  of 
the  present  value  of  lands  owned  by  the  Rensselaer  and  Saratoga. 
The  value  of  these  lands  at  the  time  acquired  can  not  be  determined. 
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Materials  and  supplies. — The  Rensselaer  and  Saratoga  had  no 
material  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the 
value  here  reported,  the  value  for  rate-making  purposes,  of  the 
property  of  the  Rensselaer  and  Saratoga,  owned  but  not  used,  leased 
to  the  carrier  for  common-carrier  purposes,  is  found  to  be 
$10,300,000.  No  other  values  or  elements  of  value  to  which  specific 
sums  can  now  be  ascribed  are  found.  No  working  capital,  includ- 
ing material  and  supplies,  is  found  to  be  owned  or  used  by  the 
Rensselaer  and  Saratoga. 

ALBANY  AND  VERMONT  RAIL  ROAD  COMPANY    (ALBANY  AND  VERMONT) 

Location  and  general  description  of  property. — The  railroad  of 
Albany  and  Vermont  Rail  Road  Company,  hereinafter  called  the 
Albany  and  Vermont,  is  a  partly  double-track  standard  gauge 
steam  railroad,  located  in  the  east-central  part  of  New  York.  The 
owned  mileage  extends  northwardly  from  Albany  to  Water  ford 
Junction,  a  distance  of  12.273  miles.  The  Albany  and  Vermont 
owns  second  main  tracks  aggregating  12.217  miles.  It  also  owns 
yard  and  side  tracks  totaling  17.682  miles.  Its  road  thus  embraces 
42.172  miles  of  all  tracks  owned.  In  Appendix  1  will  be  found  a 
general  description  of  the  property. 

Jointly  used  property.— The  Albany  and  Vermont  has  no  jointly 
owned  and  used  property. 

Traffic  connections. — The  traffic  connections  will  be  found  in  Ap- 
pendix 1. 

Physical  conditions  affecting  construction. — In  Appendix  1  are 
statements  as  to  topography,  geology,  and  climate,  as  affecting  the 
construction  of  the  carrier's  railroad,  which  are  applicable  to  the 
Albany  and  Vermont. 

Economic  conditions  relating  to  traffic. — Information  with  re- 
spect to  this  subject  will  be  found  in  Appendix  1. 

Corporate  history. — The  Albany  and  Vermont  was  incorporated 
October  6,  1859,  under  the  general  laws  of  New  York,  for  a  term  of 
500  years,  and  has  its  principal  office  at  Troy,  N.  Y.  Its  organiza- 
tion was  perfected  on  October  17,  1859.  The  Albany  and  Vermont 
was  a  reorganization  of  the  first-mortgage  bondholders  of  the 
Albany  Northern  Rail  Road  for  the  purpose  of  acquiring  the 
property  of  the  Albany,  Vermont  and  Canada  Rail  Road  Company, 
which  was  conveyed  to  it  by  deed  dated  September  22,  1859,  from 
Abijah  Mann,  jr.,  who  had  previously  acquired  it  at  a  foreclosure 
sale  on  September  19,  1859. 
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History  of  corporate  financing,  capital  stock,  and  long-term  debt. — 
The  Albany  and  Vermont  has  issued  a  total  of  $600,000  in  capital 
stock,  all  of  which  was  outstanding  on  date  of  valuation.  The  pur- 
poses for  which  the  capital  securities  were  issued  and  the  apparent 
considerations  received  therefor,  and  other  facts  pertinent  to  the 
capitalization  of  the  Albany  and  Vermont,  are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  Albany  and  Vermont. — The  result 
of  the  corporate  operations  of  the  Albany  and  Vermont  from 
October  8,  1859,  to  date  of  valuation,  is  stated  in  detail  in  Appendix 


2,  and  is  summarized  as  follows : 

Gross  earnings  (railway  operating  revenues)   $30,657.66 

Operating  expenses  (railway  operating  expenses)   54,544.28 


Resulting  in  deficit,  instead  of  net  earnings  (net  revenue 

from  railway  operations,  deficit),  of   17,886.63 

Offsetting  this  there  was  Income  from  nonoperating  sources  (non- 
operating  income)  of   1, 136, 076  32 


Resulting  in  gross  income  for  the  period  (gross  income) 

of__  _     1,118,189  69 

During  this  period  rents  (chargeable  to  deductions  from  gross 
income)  amounted  to   55, 777. 57 


Resulting  in  n mount  available  for  payment  of  Interest  and 
dividends  and  for  other  corporate  purposes  (chargeable 
to  deductions  from  gross  income  and  to  disposition  of 
net  income)  of   1,062,412.12 


From  1860  to  date  of  valuation,  both  inclusive,  dividends  were 
paid  annually  out  of  surplus,  at  rates  varying  from  2.5  to  8  per 
cent,  to  the  aggregate  amount  of  $1,048,500. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
Albany  and  Vermont,  as  showing  its  financial  condition  on  date  of 


valuation,  follows: 

ASSETS 

Investments : 

Investment  in  road  and  equipment   $600,  000. 00 

Investment  in  bonds   5,000.00 

Total     605,000.00 

Current  assets,  cash   12,774.72 

Grand   total     017,774.72 


LIABILITIES 

Stock,  capital  stock   600,000.00 

Corporate  surplus,  profit  and  loss,  credit  balance   17.774.72 
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Investment  in  road  and  equipment. — The  Albany  and  Vermont 
owns  no  equipment.  The  investment  in  the  road,  including  land,  on 
date  of  valuation,  is  stated  in  its  books  to  be  $600,000.  If  certain 
readjustments  were  made,  as  detailed  in  Appendix  2,  this  amount 
would  be  increased  to  $603,151.72.  Of  this  amount,  $538,650  consists 
of  the  par  value  of  securities  issued,  the  money  value  of  which  at 
the  time  of  entry  upon  the  books  of  the  Albany  and  Vermont  is 
not  known  and  can  not  be  ascertained. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  Albany  and  Vermont  can  not  be  ascertained 
owing  to  the  inadequacy  of  the  records.  The  Albany  and  Vermont 
and  the  Rensselaer  and  Saratoga  made  certain  additions  and  bet- 
terments, the  outlays  for  which  may  be  classified  as  follows : 


Recorded 
money  outlay 


Reported 
costs;  eon* 
Biderationa 
not  of  record 


Albany  Northern  Rnil  Road  -  

The  Albany,  Vermont  and  Canada  Rail  Road  Company  

Albany  and  Vermont  

Recssdaer  and  Saratoga.  

Lea  deduction  not  assignable  to  any  one  or  more  of  the 
lay  stated  above,  prweds  from  the  sale  of  land  


W2.  mz.  44 

204. 579.  77 


$1,  5o2.  WW.  <K 
10,032  9» 


2, 779. 71 


The  foregoing  costs  include  the  outlay  for  approximately  21  miles 
of  road  abandoned  but  not  written  out  of  the  investment  account. 

Cost  df  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  by  the  Albany  and  Vermont  and  leased  to  the  carrier,  are 
$1,520,712  and  $1,221,556,  respectively.  These  amounts,  classified  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  as  prescribed  by  us,  are  shown  in  the  summary  sheet, 
which  is  a  part  of  Appendix  1. 

The  cost  of  lands,  rights  of  way,  and  terminal*  at  time  of  dedica- 
tion to  public  use,  and  their  present  value. — The  Albany  and  Ver- 
mont owns  118  acres  of  lands  leased  to  the  carrier  for  common-carrier 
purposes,  with  a  present  value  of  $339,188.82.  The  original  cost  of 
these  lands,  as  supported  by  accounting  records,  Avas  $11,671.34.  The 
Albany  and  Vermont  claims  costs  amounting  to  $112,819.63,  which 
are  not  supported  by  accounting  records. 

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  Albany  and  Vermont  owns  $5,000  par  value  of  first-mortgage 
4  per  cent  bonds  of  West  Shore  Railroad  Company,  for  which  it  paid 
$4,995.  The  adjustment  was  made  to  par  value  by  credit  of 
to  its  income. 
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Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  Albany  and  Vermont  and  leased  to  the  carrier  for 
common-carrier  purposes,  3.58  acres,  with  a  present  value  of  $5,223.58, 
were  acquired  by  it  through  aids,  the  title  to  this  land  being  conveyed 
by  deeds  reciting  nominal  or  no  considerations.  The  value  of  this 
land  at  the  time  acquired  can  not  be  determined.  The  Albany  and 
Vermont  reports  a  donation  of  $300  in  cash  by  unknown  individuals 
for  the  purpose  of  aiding  the  construction  of  a  station  at  Menanda. 

Materials  and  supplies.— The  Albany  and  Vermont  had  no  ma- 
terials and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value,  for  rate-making  purposes,  of  the  property 
of  the  Albany  and  Vermont,  owned  but  not  used,  leased  to  the  carrier 
for  common-carrier  purposes,  is  found  to  be  $1,000,000.  No  other 
values  or  element*  of  value  to  which  specific  sums  can  now  be  ascribed 
are  found.  No  working  capital,  including  material  and  supplies,  is 
found  to  be  owned  or  used  by  the  Albany  and  Vermont. 

RUTLAND  AND  WHITEHALL  RAH.  ROAD  COMPANY   (RUTLAND  AND 

WHITEHALL) 

Location  and  general  description  of  property. — The  railroad  of 
Kutland  and  Whitehall  Rail  Road  Company,  hereinafter  called  the 
Rutland  and  Whitehall,  is  a  single-track  standard -gauge  steam  rail- 
road, located  in  the  west-central  part  of  Vermont.  The  owned  mile- 
age extends  northeastwardly  from  the  New  York- Vermont  State 
line  to  Castleton,  a  distance  of  6.833  miles.  The  Rutland  and  White- 
hall also  owns  yard  and  side  tracks  totaling  2.205  miles.  Its  road 
thus  embraces  0.038  miles  of  all  tracks  owned.  In  Appendix  1  will 
be  found  a  general  description  of  the  property. 

Jointly  used  property. — The  Rutland  and  Whitehall  has  no  jointly 
owned  and  used  property. 

Traffic  connections. — The  traffic  connections  will  be  found  in  Ap- 
pendix 1. 

Physical  conditions  affecting  construction. — In  Appendix  1  are 
statements  as  to  topography,  geology,  and  climate,  as  affecting  the 
construction  of  the  carrier's  railroad,  which  are  applicable  to  the 
Rutland  and  Whitehall. 

Economic  conditions  relating  to  traffic. — Information  with  respect 
to  this  subject  will  be  found  in  Appendix  1. 

Corporate  history .—The  Rutland  and  "Whitehall  was  incorporated 
November  13.  1848,  under  a  special  act  of  Vermont,  and  perfected 
its  organization  on  March  3,  1849,  by  the  election  of  its  officers.  The 
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entire  property  of  the  Rutland  and  Whitehall  is  leased  in  perpetuity 
to  the  Rensselaer  and  Saratoga  from  February  1,  1870.  The  lease 
was  assigned  to  the  carrier  on  June  15,  1871,  and  the  property  has 
been  operated  by  the  latter  since  May  1,  1871.  The  principal  office 
of  the  Rutland  and  Whitehall  is  located  at  Fair  Hdven.  The  de- 
tailed facts  as  to  the  development  of  the  fixed  physical  property 
are  given  in  Appendix  2. 

History  of  corporate  financing,  capital  stock,  and  long-term  debt.—; 
The  Rutland  and  Whitehall  has  issued  a  total  of  $255,700  in  capital 
stock,  all  of  which  was  outstanding  on  date  of  valuation.  The 
character  or  value  of  the  considerations  received  could  not  be  as- 
certained, but  the  records  show  an  equal  amount  charged  to  road  and 
equipment  investment  account.  The  accounts  state  that  $29,700  of 
the  stock  was  issued  to  Arundah  W.  Hyde  in  full  settlement  for  the 
construction  of  the  branch  road  from  Hydesville  to  Lake  Bomoseen. 

Gross  and  net  earnings  of  the  Rutland  and  Whitehall. — The  in- 
come of  the  Rutland  and  Whitehall  consists  entirely  of  the  rental 
received  from  the  lease  of  its  road,  which  is  paid  to  the  stockholders 
as  dividends.  The  rental  for  the  period  November  1,  1850.  to 
October  31,  1854,  was  equal  to  7  per  cent  per  annum  upon  the  out- 
standing capital  stock.  From  the  latter  date  to  April  30,  1856,  no 
rental  was  received  because  of  the  insolvency  of  the  lessee,  and  since 
then  the  annual  rental  has  been  $15,342,  representing  6  per  cent  on 
the  capital  stock  and  $150  per  year  for  organization  expenses.  The 
carrier  assumes  the  maintenance  of  the  property. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
Rutland  and  Whitehall,  as  showing  its  financial  condition  on  date  of 
valuation,  follows: 

ASSETS 

Investments,  Investment  In  road  and  equipment   __  $256, 700 

Stock,  capital  stock   $255,700 

Investment  in  road  and  equipment. — The  Rutland  and  Whitehall 
owns  no  equipment.  The  investment  in  road,  including  land,  is 
stated  in  its  report  to  us  for  the  year  ending  on  date  of  valuation  to 
be  $255,700,  the  exact  amount  of  the  capital  stock  issued.  Whether 
or  not  this  amount  represents  money  outlay  can  not  be  ascertained 
Further  details  will  be  found  in  Appendix  2. 

Original  cost  to  date. — The  original  cost  to  date  of  the  property 
of  the  Rutland  and  Whitehall  can  not  be  ascertained  owing  to  the 
inadequacy  of  the  records.  With  the  exception  of  equipment,  the 
book  value  of  which  has  not  been  written  out  of  the  account,  the 
recorded  outlay  was  $209,700.  This  amount  includes  $29,700  par 
value  of  capital  stock  issued  for  the  construction  of  a  branch  line 
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which  was  subsequently  abandoned,  and  may  also  include  the  cost 
of  other  property  abandoned,  sold,  or  destroyed,  in  excess  of  the 
credits  made  to  the  account,  and  also  the  cost  of  lands  classified  by 
us  as  noncarrier. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  by  the  Rutland  and  Whitehall  and  leased  to  the  carrier,  are 
$287,344  and  $226,771,  respectively.  These  amounts,  classified  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  as  prescribed  by  us,  are  shown  in  the  summary  sheet, 
which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  Rutland  and  Whitehall 
owns  61.93  acres  of  land  which  are  leased  to  the  carrier  for  com- 
mon-carrier purposes,  with  a  present  value  of  $6,345.95.  The  total 
original  cost  of  these  lands  could  not  be  ascertained  as  the  necessary 
accounting  records  are  not  obtainable,  but  the  original  cost,  as  sup- 
ported by  accounting  records,  was  $687.  The  Rutland  and  White- 
hall also  claims  costs  of  $8,353.60,  which  are  not  supported  by 
accounting  records. 

Property  held  for  purposes  other  than  those  of  a  common  carrier." 
The  Rutland  and  Whitehall  owns  8.30  acres  of  lands  classified  as 
noncarrier,  with  a  present  value,  including  the  value  of  improve- 
ments thereon,  of  $304.50.  The  original  cost  of  these  lands  could  not 
be  ascertained.  The  Rutland  and  Whitehall  claims  costs  of  $1^48, 
which  are  not  supported  by  accounting  records.  On  lands  leased  to 
the  carrier  for  common -carrier  purposes  are  noncarrier  structures 
with  a  present  value  of  $20. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  Rutland 
and  Whitehall  received  no  aids,  gifts,  grants  of  rights  of  way,  or 
donations. 

Materials  and  supplies. — The  Rutland  and  Whitehall  had  no  ma- 
terials and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value,  for  rate-making  purposes,  of  the  property 
of  the  Rutland  and  Whitehall  owned  but  not  used,  leased  to  the  car- 
rier for  common-carrier  purposes,  is  found  to  be  $240,000.  No 
other  values  or  elements  of  value  to  which  specific  sums  can  now  be 
ascribed  are  found.  No  working  capital,  including  material  and  sup- 
plies, is  found  to  be  owned  or  used  by  the  Rutland  and  Whitehall. 
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SARATOGA  AND  SCHENECTADY  RAIL  ROAD  COMPANY  (SARATOGA  AND 

SCHENECTADY) 

Location  and  general  description  of  property. — The  railroad  of 
Saratoga  and  Schenectady  Rail  Road  Company,  hereinafter  called 
the  Saratoga  and  Schenectady,  is  a  partly  double-track  standard- 
gauge  steam  railroad  located  in  the  east-central  part  of  New  York. 
The  owned  mileage  extends  northeastwardly  from  Schenectady  to 
Saratoga  Springs,  a  distance  of  20.806  miles.  The  Saratoga  and 
Schenectady  owns  second  main-line  tracks  aggregating  11.394  miles- 
It  also  owns  yard  and  side  tracks  totaling  45.375  miles.  Its  road  thus 
embraces  77.575  miles  of  all  tracks  owned.  In  Appendix  1  will  be 
found  a  general  description  of  the  property. 

Jointly  used  property. — The  Saratoga  and  Schenectady  has  no 
jointly  owned  and  used  property. 

Traffic  connections. — The  traffic  connections  will  be  found  in 
Appendix  1. 

Physical  conditions  affecting  construction. — In  Appendix  1  are 
statements  as  to  the  topography,  geology,  and  climate,  as  affecting 
the  construction  of  the  carrier's  railroad,  which  are  applicable  to 
the  Saratoga  and  Schenectady. 

Economic  conditions  relating  to  traffic. — Information  with  respect 
to  this  subject  will  be  found  in  Appendix  1. 

Corporate  history. — The  Saratoga  and  Schenectady  was  incorpo- 
rated February  16, 1831,  under  a  special  act  of  New  York.  The  date 
of  its  organization  can  not  be  ascertained.  On  January  1,  1851,  the 
property  was  leased  to  the  Rensselaer  and  Saratoga,  which  operated 
it  until  May  1, 1871,  when  its  lease  was  assigned  to  the  carrier.  The 
principal  office  of  the  Saratoga  and  Schenectady  is  located  at  Tro)'. 
The  road  from  Schenectady  to  Ballston  Spa  was  opened  for  opera- 
tion on  J uly  12,  1832,  and  from  Ballston  Spa  to  Saratoga  Springs  in 
1833. 

History  of  corporate  financing,  capital  stock,  and  long-term  debt. — 
So  far  as  can  be  ascertained  from  the  records,  the  Saratoga  and 
Schenectady  has  issued  a  total  of  $523,000  in  stocks  and  bonds.  Of 
this  amount,  $450,000,  consisting  of  capital  stock,  was  outstanding  on 
date  of  valuation.  The  purposes  for  which  the  capital  securities  were 
issued  and  the  apparent  considerations  received  therefor,  and  other 
facts  pertinent  to  the  capitalization  of  the  Saratoga  and  Schenectady, 
are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  Saratoga  and  Schenectady. — The  re- 
sult of  corporate  operations  of  the  Saratoga  and  Schenectady  can  not 
be  stated  for  the  entire  period  of  operation  owing  to  the  absence  of 
the  accounting  records.   The  result  from  January  1,  1861,  to  date 
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of  valuation  is  stated  as  nonoperating  and  gross  income  of  $1,768,- 
889.35,  which  amount  was  available  for  the  payment  of  interest  and 
dividends  and  for  other  corporate  purposes  (chargeable  to  deductions 
from  gross  income).  The  details  of  this  amount  are  shown  in 
Appendix  2.  From  1861  to  date  of  valuation,  inclusive,  dividends 
were  paid  at  rates  varying  from  5  to  9  per  cent,  which,  with  an 
extra  dividend  of  3.75  per  cent  in  1890,  aggregated  in  amount 
$1,748,398. 

General  "balance  sheet. — The  general  balance  sheet  stated  by  the 
Saratoga  and  Schenectady,  as  showing  its  financial  condition  on 


date  of  valuation,  follows: 

ASSETS 

Investments : 

Investment  in  road  and  equipment     $450,000.00 

Investment  in  bonds   5,000.00 

Total  -   455.  000.  CU 

Current  assets: 

Cash   071.88 

Rents  receivable   —  31, 50O  00 

Total   32,  in.  88 

Grand  total   487.171.88 

LIABILITIES 

Stock,  capital  stock   450,000.00 

Current  liabilities,  unmatured  dividends   31.500.00 

Corporate  surplus,  profit  and  loss,  credit  balance   5,671.88 

Grand  total   _    __  487.171.88 


Investment  in  road  and  equipment. — The  Saratoga  and  Schenec- 
tady owns  no  equipment.  The  investment  in  road,  including  land, 
on  date  of  valuation,  is  stated  in  its  report  to  us  to  be  $450,000. 
The  details  of  this  amount  will  be  found  in  Appendix  2. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  Saratoga  and  Schenectady  can  not  be  as- 
certained owing  to  the  inadequacy  of  the  records.  In  its  report  to 
us  the  cost  is  shown  as  $450,000,  but  this  amount  may  include  the 
cost  of  lands  classified  by  us  as  noncarrier,  and  as  partly  carrier 
and  partly  noncarrier,  and  also  the  cost  of  property  abandoned, 
sold,  or  destroyed,  in  excess  of  the  charges  made  for  salvage,  pro- 
ceeds from  sale,  and  loss  from  such  property.  Information  re- 
specting the  cost  of  lands  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
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owned  by  the  Saratoga  and  Schenectady  and  leased  to  the  carrier, 
are  $2,519,073  and  $1,979,127,  respectively.  These  amounts,  classi- 
Qed  in  conformity  with  the  classification  of  expenditures  for  road 
and  equipment  as  prescribed  by  us,  are  shown  in  the  summary  sheet, 
which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminal*  at  tvtne  of  dedication 
to  public  use,  and  tlieir  present  value. — The  Saratoga  and  Schenec- 
tady owns  172.53  acres  of  lands,  with  a  present  value  of  $247,132.52, 
which  are  leased  to  the  carrier  for  common-carrier  purposes.  The 
total  original  cost  of  these  lands  can  not  be  ascertained.  Data  re- 
specting original  cost  will  be  found  in  Appendix  2. 

Rights  in  private  lands— The  Saratoga  and  Schenectady  owns 
rights  in  private  lands,  leased  to  the  carrier,  with  a  present  value  of 
$150.  The  Saratoga  and  Schenectady  claims  costs  of  $150  for  these 
rights,  which  are  not  supported  by  accounting  records. 

Property  held  for  purposes  othe?'  than  those  of  a  common  carrier. — 
The  Saratoga  and  Schenectady  owns  8.37  acres  of  land  classified  as 
noncarrier,  with  a  present  value,  including  the  value  of  improve- 
ments thereon,  of  $7,545.  Information  respecting  the  original  cost 
of  these  lands  will  be  found  in  Appendix  2.  On  lands  leased  to  the 
carrier  for  common-carrier  purposes  are  noncarrier  structures  with 
a  present  value  of  $1,200.  On  date  of  valuation  the  Saratoga  and 
Schenectady  had  an  investment  in  first-mortgage  4  per  cent  bonds 
of  West  Shore  Railroad  Company,  of  a  par  value  of  $5,000,  which 
were  acquired  at  a  cost  of  $5,306.25.  These  bonds  are  carried  at  their 
par  value,  the  difference  of  $306.25  being  charged  off  to  income. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  Saratoga  and  Schenectady  and  leased  to  the  carrier 
for  common-carrier  purposes,  5.17  acres,  with  a  present  value  of 
$62,932.05,  were  acquired  through  aids,  the  title  to  this  land  being 
conveyed  by  deeds  reciting  nominal  considerations  only.  The  value 
of  this  land  at  the  time  acquired  can  not  be  ascertained. 

Materials  and  supplies. — The  Saratoga  and  Schenectady  had  no 
materials  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value,  for  rate-making  purposes,  of  the  property 
of  the  Saratoga  and  Schenectady,  owned  but  not  used,  leased  to  the 
carrier  for  common-carrier  purposes,  is  found  to  bo.  $2,300,000.  No 
other  values  or  elements  of  value  to  which  specific  sums  can  now  be 
ascribed  are  found.  No  working  capital,  including  material  and 
supplies,  is  found  to  be  owned  or  used  by  the  Saratoga  and 
Schenectady. 

116I.C.C. 


Digitized  by  Google 


m 


1NTEBSTATE  C0MMEHCE  COMMISSION  REPORTS 


NORTHERN  COAL  AND  IRON  COMPANY 

Location  and  genera!  description  of  property. — Northern  Coal  and 
Iron  Company  is  a  partly  double-track  standard-gauge  steam  rail- 
road, located  in  the  northeastern  part  of  Pennsylvania.  The  owned 
mileage  extends  southwestwardly  from  Scranton  to  Wilkes-Barre, 
a  distance  of  29.284  miles.  The  Northern  Coal  and  Iron  Company 
owns  second  main  tracks  aggregating  34.330  miles.  It  also  owns 
yard  and  side  tracks  totaling  60.476  miles.  Its  road  thus  embraces 
124.090  miles  of  all  tracks  owned.  In  Appendix  1  will  be  found  a 
general  description  of  the  property. 

Jointly  used  property. — The  Northern  Coal  and  Iron  Company 
owns  and  uses  jointly  with  The  Delaware,  Lackawanna  &  Western 
Railroad  Company  0.445  mile  of  all  tracks,  one-half  each,  carrier's 
portion  of  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  being  included  in  wholly  owned  property. 

Traffic  connections. — The  traffic  connections  will  be  found  in 
Appendix  1. 

Physical  conditions  affecting  construction. — In  Appendix  1  are 
statements  as  to  the  topography,  geology,  and  climate,  as  affecting 
the  construction  of  the  carrier's  railroad,  which  are  applicable  to  the 
Northern  Coal  and  Iron  Company. 

Economic  conditions  relating  to  traffic. — Information  with  respect 
to  this  subject  will  be  found  in  Appendix  1. 

Corporate  history. — The  Northern  Coal  and  Iron  Company  is  a 
corporation  of  Pennsylvania  with  its  principal  office  at  New  York 
City.  It  was  incorporated  April  27,  1864,  by  special  act  of  Pennsyl- 
vania, and  by  letters  patent  dated  April  20, 1865,  by  interests  identi- 
fied with  the  carrier.  The  purpose  of  incorporation  was  to  acquire 
lands  in  Luzerne  County  (now  Luzerne  and  Lackawanna  Counties), 
mining  and  vending  the  minerals  found  in  these  lands,  and  for  trans- 
porting such  minerals.  The  Northern  Coal  and  Iron  Company  was 
authorized  to  construct  and  operate  "lateral  railroads  from  their 
mines,  not  exceeding  20  miles  in  length,  to  connect  with  any  railroad 
now  constructed  or  to  be  hereafter  constructed  in  the  county  of 
Luzerne."  By  a  subsequent  act  of  Pennsylvania  it  was  authorized  to 
"  construct  or  extend  their  railroad  (a  single  or  double  track)  to  any 
point  on  the  Delaware  or  Susquehanna  Rivers  within  the  counties  of 
Wayne  or  Susquehanna,  provided  said  railroad  and  branches  shall 
not  exceed  in  the  aggregate  60  miles  in  length."  The  Northern  Coal 
and  Iron  Company  was  organized  May  16,  1865.  The  lines  acquired 
through  consolidation  and  merger  were  operated  until  November 
7,  1886,  by  the  carrier,  for  the  transportation  of  anthracite  coal,  and 
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by  the  Lehigh  Coal  &  Navigation  Company  for  the  transportation 
of  all  other  freight  and  passengers.  Since  November  7,  1886,  the 
entire  property  has  been  solely  operated  by  the  carrier.  The  detailed 
facts  as  to  the  development  of  the  fixed  physical  property  are  given 
in  Appendix  2. 

History  of  corporate  financing,  capital  stock,  and  long-term 
debt. — The  Northern  Coal  and  Iron  Company  has  issued  a  total  of 
$27,799,550.30  in  stocks,  bonds,  and  other  long-term  debts,  of  which 
$6,255,100.77  was  outstanding  on  date  of  valuation.  Of  the  securi- 
ties outstanding,  $1,500,000  are  in  common  stock  and  $4,755,100.70  in 
nonnegotiable  debt  to  affiliated  companies.  The  Northern  Coal  and 
Iron  Company  is  controlled  by  the  carrier  through  ownership  of  its 
entire  outstanding  capital  stock.  The  purposes  for  which  the  capital 
securities  were  issued  and  the  apparent  considerations  received  there- 
for, and  other  facts  pertinent  to  the  capitalization  of  the  Northern 
Coal  and  Iron  Company,  are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  Northern  Coal  and  Iron  Company. — 
The  result  of  corporate  operations  for  the  period  January  1,  1868, 
to  December  31,  1906,  is  recorded  in  the  accounting  records  of  the 
Northern  Coal  and  Iron  Company,  but  since  the  latter  date  the 
revenues  and  expenses  have  been  merged  with  those  of  the  carrier. 
The  income  account  for  the  period  January  1,  1868,  to  December 
31, 1906,  is  stated  in  Appendix  2,  and  is  summarized  as  follows: 

During  this  period  taxes  assessed  (railway  tax  accruals)  re- 
sulting in  a  deficit,  instead  of  income  from  railway  operations 

(railway  operating  income,  deficit),  amounted  to   $900,298.16 

In  addition  to  this  there  was — 

Net  loss  from  miscellaneous  operations  of_     $114^307. 85 

Income  from  nonoperating  sources  (non-  9  742  <j$\m  59 

operating  income)  of   9,857,209.44 

Resulting  in  gross  income  for  the  period  (gross  income) 
available  for  payment  of  interest  and  dividends  and 
for  other  corporate  purposes  (chargeable  to  deductions 
from  gross  income  and  to  disposition  of  net  income)  of_   8, 782, 003. 43 

No  dividends  have  been  paid. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
Northern  Coal  and  Iron  Company,  as  showing  its  financial  condition 
on  date  of  valuation,  follows: 


Investments : 

Investment  in  road  and  equipment  $3, 898, 388. 35 

Miscellaneous  physical  property   2, 350, 712. 42 


Total  $0,  255, 100.  77 
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LUJULITIES 

Stock,  capital  stock.   $1,600,000.00 

Long-term  debt,  nonnegotlable  debt  to  affiliated 

companies     4. 755, 100.  77 

Grand  total  $6, 255, 100. 77 

Investment  in  road  and  equipment. — The  Northern  Coal  and  Iron 
Company  owns  no  equipment.  The  investment  in  road,  including 
land,  on  date  of  valuation,  is  stated  in  its  books  to  be  $3,898,388.35. 
Of  this  amount,  $1,100,000  consists  of  the  par  value  of  securities, 
the  money  value  of  which  at  the  time  of  entry  upon  the  books  of 
the  Northern  Coal  and  Iron  Company  is  not  known  and  can  not 
be  ascertained..  Further  details  will  be  found  in  Appendix  2. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  Northern  Coal  and  Iron  Company  can  not  be 
ascertained,  owing  to  the  inadequacy  of  the  records.  Information 
respecting  the  original  cost  of  land  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  depreda- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  by  the  Northern  Coal  and  Iron  Company  and  leased  to  the 
carrier,  including  the  Northern  Coal  and  Iron  Company's  portion 
of  jointly  owned  property,  are  $4,005,910  and  $3,162,558,  respec- 
tively. These  amounts,  classified  in  conformity  with  the  classifica- 
tion of  expenditures  for  road  and  equipment  as  prescribed  by  us, 
are  shown  in  the  summary  sheets,  which  are  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and.  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  Northern  Coal  and  Iron 
Company  owns  328.26  acres  of  lands,  w  ith  a  present  value  of  $3,648,- 
808.32,  which  are  leased  to  the  carrier  for  common-carrier  purposes. 
The  total  original  cost  of  these  lands  can  not  be  ascertained,  as  the 
necessary  accounting  records  are  not  obtainable.  Data  respecting 
original  cost  will  be  found  in  Appendix  2. 

Rights  in  private  lands. — The  Northern  Coal  and  Iron  Company 
owns  and  leases  to  the  carrier  for  common-carrier  purposes  rights  in 
private  lands  with  a  present  value  of  $20.  The  original  cost  of  these 
rights  could  not  be  ascertained.  The  Northern  Coal  and  Iron  Com- 
pany claims  costs  of  $10,000,  which  are  not  supported  by  accounting 
records. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  Northern  Coal  and  Iron  Company  owns  42.40  acres  of 
lands  classified  by  us  as  noncarrier,  with  a  present  value,  including 
the  value  of  improvements  thereon,  of  $280,046.41.  Obtainable  data 
pertaining  to  the  original  cost  of  these  lands  will  be  found  in 
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Appendix  2.  On  lands  leased  to  the  carrier  for  common-carrier 
purposes  are  noncarrier  structures  with  a  present  value  of  $4,600. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  Northern  Coal  and  Iron  Company  and  leased  to  the 
carrier  for  common-carrier  purposes,  31.80  acres,  with  a  present 
value  of  $67,536.32,  were  acquired  through  aids,  the  title  to  this 
land  being  conveyed  by  deeds  reciting  nominal  considerations  only. 
The  value  of  this  land  at  the  time  acquired  can  not  be  ascertained. 

Materials  and  supplies. — The  Northern  Coal  and  Iron  Company 
had  no  materials  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  ail  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the 
value  here  reported,  the  value,  for  rate-making  purposes,  of  the 
property  of  the  Northern  Coal  and  Iron  Company,  owned  but  not 
used,  leased  to  the  carrier  for  common-carrier  purposes,  is  found  to 
be  $7,000,000.  No  other  values  or  elements  of  value  to  which  specific 
sums  can  now  be  ascribed  are  found.  No  working  capital,  including 
material  and  supplies,  is  found  to  be  owned  or  used  by  the  Northern 
Coal  and  Iron  Company. 

THE  TICONDEROGA  RAILROAD  COMPANY   (tICONDEROGA  RAILROAD) 

Location  and  general  description  of  property. — The  railroad  of 
The  Ticonderoga  Railroad  Company,  hereinafter  called  the  Tieon- 
deroga  Railroad,  is  a  single-track  standard-gauge  steam  railroad, 
located  in  the  east-central  part  of  New  York.  The  owned  mileage 
extends  westwardly  from  Ticonderoga  Junction  to  Ticonderoga,  a 
distance  of  0.587  mile.  The  Ticonderoga  Railroad  also  owns  yard 
and  ^side  tracks  totaling  2.537  miles.  Its  road  thus  embraces  3.124 
miles  of  all  tracks  owned.  In  Appendix  1  will  be  found  a  general 
description  of  the  property. 

Jointly  used  property. — The  Ticonderoga  Railroad  has  no  jointly 
owned  and  used  property. 

Traffic  connections. — The  traffic  connections  will  be  found  in 
Appendix  1. 

Physical  conditions  affecting  construction. — In  Appendix  1  are 
statements  as  to  the  topography,  geology,  and  climate,  as  affecting 
the  construction  of  the  carrier's  railroad,  which  are  applicable  to  the 
Ticonderoga  Railroad. 

Economic  conditions  relating  to  traffic. — Information  with  respect 
to  this  subject  will  be  found  in  Appendix  1. 

Corporate  history. — The  Ticonderoga  Railroad  was  incorporated 
under  the  general  laws  of  New  York  December  13,  1889,  for  a  term 
of  50  years,  for  the  purpose  of  constructing,  maintaining,  and  operat- 
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ing  a  railroad  from  a  connection  with  the  line  of  the  New  York 
and  Canada  Railroad  Company  at  Ticonderoga  Junction  to  Ticon- 
deroga.  The  date  of  organization  was  November  20,  1889,  and  its 
principal  office  was  originally  located  at  Ticonderoga.  This  office 
has  since  been  located  at  New  York  City.  The  property  of  the 
Ticonderoga  Railroad  has  been  operated  by  the  carrier  since  the 
date  the  road  was  opened  for  operation,  under  an  agreement  dated 
August  13,  1890,  effective  for  the  life  of  the  lessor  company.  The 
detailed  facts  as  to  the  development  of  the  fixed  physical  property 
are  given  in  Appendix  2. 

History  of  corporate  financing,  capital  stock,  and  long-term 
debt  —  The  Ticonderoga  Railroad  has  issued  a  total  of  $60,000  in 
stocks  and  bonds,  all  of  which  was  outstanding  on  date  of  valuation. 
Of  the  securities  outstanding,  $30,000  are  in  capital  stock  and  an 
equal  amount  in  first-mortgage  bonds.  Of  the  stock,  $18,500  is  in 
common  and  $11,500  in  preferred.  The  Ticonderoga  Railroad  also 
issued  and  had  outstanding  on  date  of  valuation  $14,253.60  in  short- 
term  notes.  The  purposes  for  which  the  capital  securities  were 
issued  and  the  apparent  considerations  received  therefor,  and  other 
facts  pertinent  to  the  capitalization  of  the  Ticonderoga  Railroad, 
are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  Ticonderoga  Railroad. — The  income 
account  of  the  Ticonderoga  Railroad  for  the  period  of  corporate 
operations,  February  2,  1891,  to  date  of  valuation,  shows  but  one 
item,  income  from  lease  of  road,  stated  as  $63,500,  which  is  the 
amount  available  for  the  payment  of  interest  and  dividends  and 
for  other  corporate  purposes  (chargeable  to  deductions  from  gross 
income  and  to  disposition  of  net  income).  Dividends  have  been 
paid  out  of  income  by  the  Ticonderoga  Railroad  aggregating  #22.500. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
Ticonderoga  Railroad  as  showing  its  financial  condition  on  date  of 
valuation  follows: 

Investments : 

Investments  In  road  and  equipment  $00. 000. 00 

Sinking  funds   24,  000. 00 

Total     _   $84,000.00 

Current  assets,  rents  receivable   1,900.00 

Grand  total   85, 9<K).O0 


LIABILITIES 


Stock : 

Common- 
Preferred- 


 $18,  500. 00 

  11,500.00 


Total  

Long-term  debt,  funded  debt  unmatured 


  30,000.00 

  30,000.00 
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Current  liabilities: 

Loans  and  bills  payable  $14,253.60 

Unmatured  interest  accrued   __  900.00 

Total    $15,153.60 

Appropriated  surplus,  sinking-fund  reserve   25,000.00 

Total  liabUities   100,153.60 

Corporate  surplus,  profit  and  loss  debit  balance   14,  253. 60 

Total,  after  deducting  deficit   85. 900. 00 

Investment  in  road  and  equipment. — The  Ticonderoga  Railroad 
owns  no  equipment.  The  investment  in  road,  including  land,  on 
date  of  valuation,  is  stated  in  its  books  to  be  $60,000,  of  which 
$45,000  consists  of  securities  issued.  The  money  value  of  these 
securities  at  the  time  of  entry  upon  the  books  of  the  Ticonderoga 
Railroad  is  not  known  and  can  not  be  ascertained.  Further  details 
will  be  found  in  Appendix  2. 

Original  cost  to  date.— The  obtainable  data  on  original  cost  to 
date  of  the  common-carrier  property  of  the  Ticonderoga  Railroad, 
including  land,  are  represented  by  the  foregoing  sum  shown  as  the 
investment  in  road,  namely,  $60,000.  In  addition  to  this  amount, 
the  records  of  the  carrier  show  that  it  has  made  expenditures  for 
improvements  to  the  property  of  the  Ticonderoga  Railroad  amount- 
ing to  $55,833.17,  the  details  of  which  are  shown  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.—-The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  by  the  Ticonderoga  Railroad  and  leased  to  the  carrier,  are 
$90,078  and  $73,090,  respectively.  These  amounts,  classified  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
ment as  prescribed  by  us,  are  shown  in  the  summary  sheets,  which 
are  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  Ticonderoga  Railroad 
owns  11.63  acres  of  lands,  with  a  present  value  of  $6,861.80,  which 
are  leased  to  the  carrier  for  common-carrier  purposes.  The  original 
cost  of  these  lands  can  not  be  ascertained. 

Property  held  for  purposes  otlier  than  those  of  a  common  carrier. — 
The  Ticonderoga  Railroad  has  no  property  held  for  noncarrier 
purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  Ticon- 
deroga Railroad  received  no  aids,  gifts,  grants  of  rights  of  way,  or 
donations. 

Materials  and  supplies. — The  Ticonderoga  Railroad  had  no  ma- 
terials and  supplies  on  hand  on  date  of  valuation. 
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Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value  for  rate-making  purposes  of  the  property 
of  the  Ticonderoga  Railroad,  owned  but  not  used,  leased  to  the  car- 
rier for  common-carrier  purposes,  is  found  to  be  $82,000.  No  other 
values  or  elements  of  value  to  which  specific  sums  can  now  be  ascribed 
are  found.  No  working  capital,  including  material  and  supplies,  is 
found  to  be  owned  or  used  by  the  Ticonderoga  Railroad. 

THE  CHATEAUGAY  AND  LAKE  PLACID  RAILWAY  COMPANY   ( CHATEAU  GAT 

AND  LAKE  PLACID) 

Location  and  general  description  of  property. — The  railroad  of 
The  Chateaugay  and  Lake  Placid  Railway  Company,  hereinafter 
called  the  Chateaugay  and  Lake  Placid,  is  a  single-track  standard- 
gauge  steam  railroad,  located  in  the  north-central  part  of  New  York. 
The  owned  mileage  extends  north  and  east  from  Lake  Placid  to 
Dannemora,  a  distance  of  63.486  miles.  The  Chateaugay  and  Lake 
Placid  also  owns  yard  and  side  tracks  totaling  27.228  miles.  Its  road 
thus  embraces  90.713  miles  of  all  tracks  owned.  In  Appendix  1  will 
be  found  a  general  description  of  the  property. 

Jointly  used  property. — The  Chateaugay  and  Lake  Placid  has  no 
jointly  owned  and  used  property. 

Traffic  connections. — The  traffic  connections  will  be  found  in  Ap- 
pendix 1. 

Physical  conditions  affecting  construction.-^-Xn  Appendix  1  are 
statements  as  to  the  topography,  geology,  and  climate,  as  affecting 
the  construction  of  the  carrier's  railroad,  which  are  applicable  to  the 
Chateaugay  and  Lake  Placid. 

Economic  conditions  relating  to  traffic. — Information  with  respect 
to  this  subject  will  be  found  in  Appendix  1. 

Corporate  histoiy. — The  Chateaugay  and  Lake  Placid  is  a  cor- 
poration of  New  York,  with  its  principal  office  at  New  York  City. 
It  was  incorporated  on  July  24,  1903,  under  an  agreement  dated 
July  10,  1903,  under  the  general  laws  of  New  York,  and  is  a  con- 
solidation of  the  Chateaugay  Railroad,  The  Chateaugay  Railway 
Company,  and  the  Saranac  and  Lake  Placid  Rail  Road  Company. 
Its  organization  was  perfected  July  28,  1903.  The  detailed  facts  as 
to  the  development  of  the  fixed  physical  property  are  given  in  Ap- 
pendix 2. 

History  of  corporate  financing,  capital  stock,  and  long-term 
debt.— The  Chateaugay  and  Lake  Placid  has  issued  and  assumed  a 
total  of  $3,794,000  in  stocks  and  in  bonds,  of  which  $3,450,000  in 
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capital  stock  was  outstanding  on  date  of  valuation.  Of  the  stock. 
$450,000  is  in  common  and  $3,000,000  in  preferred.  The  Chateaugay 
and  Lake  Placid  is  controlled  by  the  carrier  through  ownership  of 
a  majority  of  the  outstanding  capital  stock.  The  purposes  for  which 
(he  capital  securities  were  issued  and  the  apparent  considerations 
received  therefor,  and  other  facts  pertinent  to  the  capitalization  of 
the  Chateaugay  and  Lake  Placid,  are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  Chateaugay  and  Lake  Placid. — The 
result  of  the  corporate  operations  of  the  Chateaugay  and  Lake  Placid 
from  July  24,  1903,  to  date  of  valuation  is  stated  in  detail  in  Ap- 


pendix 2  and  is  summarized  as  follows : 

Income  from  lease  of  road  $5104, 92S.  0" 

During  the  same  period  taxes  assessed  (railway  tax  accruals) 
amounted  to   65,886.98 


Resulting  in  gross  income  for  the  period  (gross  income) 
available  for  payment  of  interest  and  dividends  and  for 
other  corporate  purposes  (chargeable  to  deductions  from 
gross  income  and  to  disposition  of  net  income)  of   829, 041.  67 


Dividends  have  been  paid  by  the  Chateaugay  and  Lake  Placid 
aggregating  $764,008.78. 

General^  balance  sheet. — The  general  balance  sheet  stated  by  the 
Chateaugay  and  Lake  Placid,  as  showing  its  financial  condition  on 


date  of  valuation,  follows: 

ASSETS 

Investments,  investment  in  road  and  equipment   $3. 450,  000. 00 

Deferred  assets,  other  deferred  ussets   5, 317. 11 

Total     3.455.317.11 

LIABILITIES 

Stock,  capital  stock       3, 450.  000. 00 

Corporate  surplus,  profit  and  loss  credit  balance   5.  317. 11 

Total   3.  455, 317. 11 


Investment  in  road  and  equipment. — The  Chateaugay  and  Lake 
Placid  owns  no  equipment.  The  investment  in  road,  including  land, 
on  date  of  valuation,  is  stated  in  its  report  to  us  to  be  $3,450,000.  If 
certain  readjustments  were  made,  as  detailed  in  Appendix  2,  this 
account  would  be  decreased  to  $3,382,998.62,  of  which  $794,000  con- 
sists of  the  par  value  of  securities  issued  or  assumed.  The  money 
value  of  these  securities  at  the  time  of  entry  upon  the  books  of  the 
Chateaugay  and  Lake  Placid  is  not  known  and  can  not  be  ascertained. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  Chateaugay  and  Lake  Placid  can  not  be  ascer- 
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tained,  owing  to  the  inadequacy  of  the  records.   The  obtainable  data 


on  the  outlay  follows: 

Chateaugay  Railroad  Company: 

Recorded  money  outlay   $265, 233. 62 

Short-term  notes  issued   1, 120. 14 

Saranac  and  Lake  Placid  Rail  Road  Company : 

Recorded  money  outlay   166, 715. 60 

Capital  stock  issued,  par  value   200, 000. 00 

Chateaugay  and  Lake  Placid,  recorded  money  outlay   2, 688, 90S  63 

Less  deductions  not  assignable  specifically  to  any  one  or  more  of 

the  above  classes  of  outlay   18, 000.62 

The  carrier,  recorded  money  outlay   19, 50G.  01 


The  foregoing  does  not  include  the  outlay  made  by  The  Cha- 
teaugay Railway  Company  in  creating  and  improving  its  property 
to  date  of  acquisition  by  the  Chateaugay  and  Lake  Placid,  as  there 
were  no  obtainable  accounting  records.  The  annual  report  of  the 
Board  of  Railroad  Commissioners  of  the  State  of  New  York  for 
year  ended  June  30,  1903,  includes  the  reported  outlay,  as  follows: 

Capital  stock  issued,  par  value  $168,000 

Funded  debt  issued,  par  value   200,000 

Cost  of  reproduction  new  and  cost  of  reproduction  less  depreci- 
afo'ew.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  by  the  Chateaugay  and  Lake  Placid  and  leased  to  the  car- 
rier are  $2,786,284  and  $2,37l>.529,  respectively.  These  amounts, 
classified  in  conformity  with  the  classification  of  expenditures  for 
road  and  equipment  as  prescribed  by  us,  are  shown  in  the  summary 
sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  Chateaugay  and  Lake 
Placid  owns  945.41  acres  of  land,  with  a  present  value  of  $101,948.01, 
which  aro  leased  to  the  carrier  for  common-carrier  purposes.  The 
total  original  cost  of  these  lands  can  not  be  ascertained,  as  the 
accounting  records  are  not  obtainable.  Data  respecting  original  cost 
will  be  found  in  Appendix  2. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  Chateaugay  and  Lake  Placid  owns  138.26  acres  of  lands 
devoted  to  noncarrier  purposes  with  a  present  value,  including  the 
value  of  improvements  thereon,  of  $6,171.50.  The  total  original  cost 
of  these  lands  can  not  be  ascertained.  The  obtainable  costs  will  be 
found  in  Appendix  2.  On  lands  leased  to  the  carrier  for  common- 
carrier  purposes  are  noncarrier  structures  with  a  present  value 
of  $500. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  Cha- 
teaugay and  Lake  Placid  owns  the  following  carrier  and  noncar- 
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rier  lands,  which  it  acquired  through  aids,  the  title  to  these  lands 
being  conveyed  by  deeds  reciting  nominal  or  no  considerations: 


Classification 

Acres 

Present  value 

Wholly  owned  and  loosed  to  the  carrier.  .  .... 

Wholly  owned  but  held  for  noncarrier  purposes .  

151.32 
44.84 

$2,905.00 
234.30 

The  foregoing  totals  are  included  in  the  preceding  summaries  of 
the  present  value  of  lands  owned  by  the  Chateaugay  and  Lake 
Placid.  The  value  of  these  lands  at  the  time  acquired  can  not  be 
determined. 

Materials  and  supplies. — The  Chateaugay  and  Lake  Placid  had 
no  materials  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value  for  rate-making  purposes  of  the  property 
of  the  Chateaugay  and  Lake  Placid,  owned  but  not  used,  leased  to 
the  carrier  for  common-carrier  purposes,  is  found  to  be  $2,550,000. 
No  other  values  or  elements  of  value  to  which  specific  sums  can 
now  be  ascribed  are  found.  No  working  capital,  including  material 
and  supplies,  is  found  to  be  owned  or  used  by  the  Chateaugay  and 
Lake  Placid. 

THE  PLATT8BUROH  AND  DANNEMORA  RAILROAD  ( PLATTSBURGH  AND 

DANNEMORA) 

Location  and  general  description  of  property. — The  railroad  of 
the  Plattsburgh  and  Dannemora  Railroad,  hereinafter  called  the 
Plattsburgh  and  Dannemora,  is  a  single-track  standard-gauge  steam 
railroad,  located  in  the  northeastern  part  of  New  York.  The  owned 
mileage  extends  eastwardly  from  Dannemora  to  Bluff  Point,  a  dis- 
tance of  16.336  miles.  The  Plattsburgh  and  Dannemora  also  owns 
yard  and  side  tracks  totaling  7.969  miles.  Its  road  thus  embraces 
24.305  miles  of  all  tracks  owned.  In  Appendix  1  will  be  found  a 
general  description  of  the  property. 

Jointly  wed  property. — The  Plattsburgh  and  Dannemora  has  no 
jointly  owned  and  used  property. 

Traffic  connections. — The  traffic  connections  will  be  found  in 
Appendix  1. 

Physical  conditions  affecting  construction. — In  Appendix  1  are 
statements  as  to  the  topography,  geology,  and  climate,  as  affecting 
the  construction  of  carrier's  railroad,  which  are  applicable  to  the 
Plattsburgh  and  Dannemora. 
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Economic  conditions  relating  to  traffic. — Information  with  respect 
to  this  subject  will  be  found  in  Appendix  1. 

Corporate  history. — The  Pittsburgh  and  Dannemora  was  con- 
structed by  the  State  of  New  York  from  Dannemora  to  Bluff  Point 
under  a  special  act  of  New  York  passed  April  19,  1878  (vide  Laws 
of  New  York  for  1878,  chapter  148).  This  act  authorized  the  super- 
intendent of  State  prisons  to  construct  a  narrow-gauge  railroad  from 
a  point  near  the  Clinton  State  prison  at  Dannemora,  in  the  county 
of  Clinton,  to  a  point  in  the  town  of  Plattsburgh,  in  the  same 
county.  The  purpose  of  the  act  was  to  secure  to  the  State  of  New 
York- 
direct  railroad  communications  between  the  Clinton  prison  and  the  waters  of 
Lake  Champlain.  and  with  the  existing  railroads  terminating  at  or  passing 
through  the  village  of  Plattsburgh,  for  the  purpose  of  reducing  the  cost  of 
transportation  to  and  from  said  prison  and  securing  an  increased  compensa- 
tion to  the  state  from  the  labor  of  the  convicts  confined  in  said  prison. 

The  Plattsburgh  and  Dannemora  is  not  an  incorporated  company 
and  has  never  had  any  organization  or  principal  office  other  than  that 
given  it  by  the  State  of  New  York  through  its  offices.  The  railroad 
was  operated  from  date  of  completion  to  January  1,  1903,  by  the 
Chateaugay  Railroad  Company,  since  which  time  it  has  been  oper- 
ated by  the  carrier. 

History  of  corporate  financing,  capital  stock,  and  long-term 
debt. — The  Plattsburgh  and  Dannemora  has  issued  no  capital  securi- 
ties. The  construction  of  its  railroad  has  been  made  possible  through 
appropriations  made  by  the  State  of  New  York.  The  original  act 
of  1878  authorized  $80,000  for  construction  purposes.  This  amount 
was  increased  by  subsequent  acts  of  1879  to  $192,865.34,  of  which 
amount  $183,035.98  has  been  recorded  as  expended,  leaving  an  unex- 
pended balance  of  $9,829.36. 

Gross  and  net  earnings  of  the  Plattsburgh  and  Dannemora. — The 
Plattsburgh  and  Dannemora  has  no  income  or  profit  and  loss  account, 
as  the  results  of  operations  have  been  merged  in  the  accounts  of  the 
carrier. 

General  balance  sheet. — No  records  are  obtainable  from  which  to 
submit  a  general  balance  sheet  statement. 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment  of  the  Plattsburgh  and  Dannemora,  as  recorded  in  the 
accounts  of  the  auditor  of  prison  accounts,  comptroller's  office,  State 
of  New  York,  on  date  of  valuation,  is  stated  to  be  $183,035.98,  con- 
sisting wholly  of  cash  expenditures  made  for  the  purpose  of  con- 
structing and  operating  the  railroad.  The  details  of  this  amount 
will  be  found  in  Appendix  2. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  Plattsburgh  and  Dannemora  can  not  be  ascer- 
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tained  owing  to  the  inadequacy  of  the  records.  Data  found  in  the 
records  of  the  State  of  New  York  give  the  outlay  for  creating  the 
original  road,  exclusive  of  equipment,  as  $149,486,  consisting  wholly 
of  money  outlay,  which  does  not,  however,  include  subsequent  addi- 
tions and  betterments  to  the  property.  The  foregoing  may  include 
the  cost  of  lands  classified  by  us  as  noncarrier  and  as  partly  carrier 
and  partly  noncarrier. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  wholly 
owned  by  the  Plattsburgh  and  Dannemora  and  leased  to  the  carrier, 
are  $570,274  and  $478,158,  respectively.  These  amounts,  classified 
in  conformity  with  the  classification  of  expenditures  for  road  and 
equipment  as  prescribed  by  us,  are  shown  in  the  summary  sheets, 
which  are  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  Plattsburgh  and  Danne- 
mora owns  157.74  acres  of  lands,  with  a  present  value  of  $4,141.05, 
which  are  leased  to  the  carrier  for  common-carrier  purposes.  The 
total  original  cost  of  these  lands  can  not  be  ascertained,  as  the  ac- 
counting records  are  not  .obtainable.  Information  respecting  orig- 
inal cost  will  be  found  in  Appendix  2. 

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  Plattsburgh  and  Dannemora  owns  17.66  acres  of  lands  classified 
as  noncarrier,  with  a  present  value,  including  the  value  of  improve- 
ments thereon,  of  $496.  The  original  cost  of  these  lands  can  not  be 
ascertained.  Information  respecting  original  cost  will  be  found  in 
Appendix  2. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  non- 
carrier  lands  owned  by  the  Plattsburgh  and  Dannemora,  1.66  acres, 
with  a  present  value  of  $8.30,  were  acquired  through  aids,  the  title 
to  this  land  being  conveyed  by  deeds  reciting  nominal  considerations 
only.  The  value  of  this  land  at  the  time  acquired  can  not  be 
ascertained. 

Materials  and  supplies. — The  Plattsburgh  and  Dannemora  had  no 
materials  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  herein 
contained,  including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value,  for  rate-making  purposes,  of  the  property 
of  the  Plattsburgh  and  Dannemora,  owned  but  not  used,  leased  to  the 
carrier  for  common-carrier  purposes,  is  found  to  be  $500,000.  No 
other  values  or  elements  of  value  to  which  specific  sums  can  now  be 
ascribed  are  found.    No  working  capital,  including  material  and 
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supplies,  is  found  to  be  owned  or  used  by  the  Pittsburgh  and 
Dannemora. 

IN  GENERAL 

With  respect  to  each  of  the  foregoing  carriers  embraced  in  this 
proceeding,  in  addition  to  the  other  matters  stated,  the  following 
paragraphs  apply  as  a  part  of  each  of  the  respective  tentative  valua- 
tions: 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  further  details  as  to  the 
development  of  fixed  physical  property,  history  of  capital  financing, 
results  of  corporate  operations,  investment  in  road  and  equipment, 
original  cost  to  date,  miscellaneous  physical  property,  investments 
in  other  companies,  and  leased  railway  property,  with  respect  to  the 
carrier  and  the  affiliated  companies  under  valuation,  excepting  those 
features  treated  in  the  text  of  the  report  Appendix  3  is  a  statement 
of  the  method  of  determining  working  capital. 

Reference  is  made  to  Appendix  3  of  the  report  in  Texas  Midland 
Railroad,  75  I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for 
a  statement  of  the  methods  employed  and  of  the  reasons  for  the 
differences  between  the  various  cost  values  reported. 

The  engineering,  land,  and  accounting  reports,  copies  of  which 
have  been  furnished  to  interested  parties,  give  the  details  respecting 
the  figures  here  reported  and  are  on  file  in  the  Bureau  of  Valuation 
of  the  commission,  open  to  public  inspection,  and  subject  to  the 
direction  of  Congress,  and  these  reports  are  referred  to  for  greater 
particularity  as  to  the  matters  herein  stated. 

APPENDIX  1 
The  Carries  and  Leased  Lines 

TOrOORAFHY.  GEOLOGY,  AND  CLIMATE 

Topography. — The  lines  in  Pennsylvania  and  the  northern  branches  In  New 
York  State,  extending  westerly  into  the  Adirondack  Mountains,  traverse  rough 
and  mountainous  sections.  The  remainder,  and  by  far  the  larger  part  of  the 
road,  is  situated  in  a  rolling  and  hilly  country.  The  very  northern  part  of  the 
system  lies  upon  a  watershed  draining  northerly  into  the  St  Lawrence  River. 
The  remaining  parts  are  situated  on  a  watershed  whose  principal  streams  flow 
In  a  southwardly  direction.  The  railroad  reaches  tidewater  at  Albany,  N. 
on  the  Hudson  River.  Its  greatest  altitude  is  about  1,900  feet,  at  Lake  Placid. 
N.  Y.   The  northern  part  of  the  main  line  foUows  the  shores  of  Lake  Cbaui 
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plain,  while  the  central  and  southern  portions  generally  cut  across  the  large 
drainage  systems. 

Geology. — The  territory  covered  by  the  road  hu  generally  typical  of  areas 
at  one  time  glaciated.  The  soil  consists  principally  of  loam,  sand,  gravel, 
and  clay,  with  bowlders  scattered  more  or  less  freely  through  the  glacial  de- 
posits. The  ledge  rock  is  usually  rather  hard,  and  is  composed  of  many  dif- 
ferent kinds  of  materials.  Sandstone  is  more  or  less  prevalent  throughout 
the  entire  territory.  Granite  and  limestone  are  prevalent  generally  in  the 
central  and  northern  sections,  and  Bhale  and  slate  in  the  central  and  southern 
sections. 

Climate— The  temperature  ranges  from  100°  above  to  40°  below  zero.  The 
normal  annual  rainfall  is  35  to  41  inches,  the  average  length  of  the  crop- 
growing  season  140  to  155  days.  The  higher  temperature  and  the  higher  values 
for  the  annual  precipitation  and  length  of  crop-growing  season  prevail  in  the 
southern  parts  of  the  region  and  decrease  toward  the  north.  The  winters  of 
the  northern  parts  are  rather  long  and  severe. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  railroad  is,  in  Pennsylvania,  entirely  situated  among  extensively  worked 
anthrncite-coal  fields,  constituting  one  of  the  most  important  industrial  regions 
reached  by  the  carrier.  At  and  in  the  vicinities  of  the  cities  of  Albany,  Sche- 
nectady, and  Troy  are  located  many  and  various  manufacturing  plants,  some  of 
which  are  quite  large  and  important.  In  addition,  small  industries  are  scat- 
tered, rather  thinly,  along  the  remainder  of  the  road.  Stone  quarries  pro- 
ducing sandstone,  limestone,  granite,  and  marble  are  more  or  less  prevalent  in 
the  State  of  New  York,  and  In  the  vicinity  of  Lake  Champlaln  there  are  a  num- 
ber of  Iron-ore  mines.  The  principal  industrial  products  are  coal,  clothing, 
electrical  appliances,  and  the  products  of  the  stone  quarries. 

CHARACTERISTICS  OF  ROAD 

The  ruling  grades  vary  from  0.30  of  1  per  cent  to  3  per  cent.  The  maximum 
curvature  is  16*. 

TRAFFIC  CONNECTIONS 

The  carrier  has  direct  connection  with  other  railroads  as  follows: 
With—  At— 

Boston  and  Maine  Railroad  Eagle  Bridge,  Mechanicsville,  and  Troy, 

N.  Y. 

The  Central  Railroad  Company  of  Wilkes  Barre  and  Miuooks  Junction,  Pa. 
New  Jersey. 

Central  Vermont  Railway  Company  Rouses  Point,  N.  Y. 

Clarendon  &  Pittsford  Railroad  Com-  Central  Rutland  and  West  Rutland,  Vt 
pany. 

Cooperstown  and  Charlotte  Valley—  Cooperstown  Junction,  N.  Y. 

The  Delaware,  Lackawanna  &  West-  Blnghamton,  N.  Y.,  Plymouth  Junction, 
em  Railroad  Company.  and  Scranton,  Pa. 

Erie  Railroad  Company  Blnghamton,  N.  Y.,  CarbondaJe.  Hones- 
dale,  Jefferson  Junction,  and  Scran- 
ton, Pa. 

The  Grand  Trunk  Railway  Company  Mooers   Junction   and   Rouses  Point, 

of  Canada.  N.  Y. 

Greenwich  and  Johnsonville  Greenwich  Junction,  N.  Y. 
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With— 

Keesville,  Ausable  Chasm  and  Lake  Port  Kent,  N.  Y. 

Champlain  Railroad  Company. 

Lehigh  Valley  Railroad  Company  Port  Henry,  N.  T. 

Lake  Champlain  and  Moriah   Rail  Owego,  N.  Y.,  and  Wilkes-Barre,  Pa. 

Road  Company. 
Naplerville  Junction  Railway  Com-  Rouses  Point,  N.  Y. 

pany. 

The  New  York  Central  Railroad  Com-  Albany,  Green  Island,  Loon  Lake,  Sar- 
pany.  anac  Lake,  Schenectady,  South  Sche- 

nectady, Troy,  and  Voorheesville, 
N.  Y. 

New  York,  Ontario  and  Western  Rail-  Sidney,  N.  Y.,  and  Garbondale  and 

way  Company.  Jermyn,  Pa. 

New  York,  Susquehanna  and  Western  Yatesvllle,  Pa. 

Railroad  Company. 
The  Pennsylvania  Railroad  Company.  Buttonwood  and  Wilkes-Barre,  Pa. 
Quebec,  Montreal  and  Southern  Rail-  Rouses  Point,  N.  Y. 

way. 

Rutland  Railroad  Company  Fort   Ticonderoga,    Mooers  Junction, 

Rouses  Point,  N.  Y.,  and  Rutland,  Vt 

Schoharie  Valley  Railroad  Schoharie  Junction,  N.  Y. 

The  Troy  Union  Rail  Road  Company.  Troy,  N.  Y. 
The  Ulster  &  Delaware  Railroad  Com-  Oneonta,  N.  Y. 
pany. 

Wilkes-Barre  Connecting  Plymouth  Junction  and  Wilkes-Barre, 

Pa. 


EQUIPMENT 

The  carrier  owns  and  uses,  and  owns  but  does  not  use,  the  following  units 


of  equipment : 

Wholly  owned  and  used :  Units 

Steam  locomotives   472 

Freight-train  cars   18, 838 

Passenger-train  cars   462 

Work  equipment   601 


Total   20,273 

Owned  but  not  used,  leased  to  Carolina,  Clinchfield  and 
Ohio  Railway,  passenger-train  car   1 


ENOINEERINQ  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  the  percentages  stated  on  accounts  8  to 
47,  inclusive,  as  follows : 

Per  cent 

Property  owned  by  the  carrier,  the  Albany  and  Susquehanna, 
and  the  Northern  Coal  and  Iron  Company  4. 25 

Property  owned  by  the  Rensselaer  and  Saratoga,  the  Sara- 
toga and  Schenectady,  the  Rutland  and  Whitehall,  the 
Albany  and  Vermont,  the  Chateaugay  and  Lake  Placid, 
the  Pittsburgh  and  Dannemora,  and  the  Ticonderoga  Rail- 
road   4. 6 
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General  expenditures,  exclusive  of  interest,  have  been  estimated  on  the  bnsis 
of  1.5  per  cent  upon  road  accounts  1  to  47,  exclusive  of  account  2.  Interest 
during  construction  has  been  estimated  for  one-half  the  construction  period, 
excepting  where  the  construction  period  is  less  than  six  months,  in  whiofe  case 
the  construction  period  has  been  used,  plus  three  months,  at  the  rate  of  6  per 
cent  per  annum  on  all  road  and  general-expenditures  accounts,  excepting 
accounts  2  and  76,  and  for  three  mouths  on  all  equipment  accounts. 

Construction  period.— It  is  estimated  that  the  various  sections  of  the  proper- 
ties involved  in  this  proceeding  could  be  constructed  as  follows : 

Months 


Months 

Carrier   . 

...  3^36 

Albany  and  Susquehanna  

32 

Rensselaer  and  Saratoga  

18-24 

Saratoga  and  Schenectady  

24 

Rutland  and  Whitehall  

18 

Albany  and  Vermont  

24 

Northern  Coal  and  Iron  Com- 
pany   30 

Chateaujray  and  Lake  Placid-—  20 

Plattsburgh  and  Dannemora   20 

Ticonderoga  Railroad   6 


SUMMARIES 


The  carrier, 


•t  wholly  owned  and  used,  including  carrier's  portion  of  jointly 

minor  facilities 


l 
I 

5 

(> 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
23 
24 
25 


31 
32 
33 
35 
37 
38 
43 
44 
45 


61 

53 
54 

57 


All  teclioni 

t.  ROAD 


Engineering. 


Grading. 

Tunnels  and  subways.. 
Bridges,  trestles,  and  culverts 
Ties  

RBilS  

Other  track  material..  

Ballast  _  

Tracklaying  and  surfacing  

Right-of-wuy  fences 


Cost  of 
reproduc- 
tion new 


Snow  and  sand  fences  and  snowsheds. 

Crossings  and  signs  

Station  and  oflicc  buildinrs  

Roadway  buildings  

Water  statious  

Fuel  stations  

Shops  and  engine  houses  

Wharves  and  docks  

Coal  and  ore  wharves.  

Gas-producing  plutiti  

Telegraph  and  telephone  lines.  

Signals  and  interlockors  

Power-plant  buildings  

Power-transuHssion  systems.  

Power-distribution  systems. 
Power-line  poles  an 

Paving  

Roadway  machines  

Roadway  small  tools  

Other  expenditures,  road. 

Shop  machinery  

Power  plant  machinery.. 


Cost  of  re- 
production 
less  depre- 


Total,  l.and  3  to  47.  Inclusive  

n.  iqcirnKNT 


Freight-train  cars. 
Passenger-train  cars. 
Work  equipment  


Total.  51  to  58.  Inclusive. 
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$1,110,233 

$1,110,233 

9.547,451 

9.439,110 

7V.507 

73.021 

2,013,342 

1,503, 122 

761.709 

2,172,097 

1,882,  867 

007.  042 

417,028 

903,  765 

650, 150 

1.293,103 

913.404 

219,  992 

110.637 

1,677 

833 

318,971 

239,  401 

1, 944,  796 

1,538,322 

92.327 

44.501 

151,094 

98.552 

135.885 

94,353 

2,054.783 

1,626.581 

49,656 

36,789 

6,884 

3,901 

3,348 

3,024 

88,436 

58, 523 

404,  660 

347,871 

72,218 

62,040 

5,760 

5,  tm 

148,500 

136,035 

4.525 

3,896 

7,038 

4,208 

43,139 

29, 0(O 

13, 638 

6,820 

10,805 

16,  191 

1.342.S14 

910,057 

162.0*2 

128,432 

27, 233,  347 

22, 763, 504 

8,020,810 

6.177,911 

lf-.y.-.i.N^ 

11,212,868 

2,4(17.800 

1,146,064 

651.253 

399. 869 

28.031,775 

17.  712 
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The  carrier,  wholly  owned  and  used,  including  carrier's  portion  of  jointly  owned 

minor  facilities — Continued 


Account 


71 
72 
73 
74 

7."> 
77 
76 


I 

3 

6 
8 
9 
10 

11 
12 

13 
14 

15 
Hi 
17 
IK 
19 
•Jf) 
23 
24 
V, 

■x 

27 
20 
31 
32 
33 
30 
37 
3S 
43 
44 
45 


CI 


AH  »trtions 

m.  OENKRAL  EXPENOITURF.S 


Orgnniration  expenses  

Oencral  oiliws  and  clerks  

Law  

Stationery  and  printing  

Taxes  

Other  expenditures.  general.. 
Interest  during  construction.. 


Cost  of 
reproduc- 
tion new 




2.  7:0.  332 


3.167.M* 


-    Total.  71  to  77,  Inclusive  

Grand  total,  1.  and  3  to  77,  Inclusive  

In  Htm  York 

I  KOAP 

Engineering   sr 

Grading   7, 832. 


Cost  of  re- 
prodtKtion 
less  ijppr*- 


$340. 1U 


2, 549,171 


and  subways, 
trestles, tind  culverts. 


Tu 

Bridi 

Ties  

Kails  

Other  truck  matoriol  

Tlallast  

Tracklaying  and  surging  

Right-of-way  fences  

E  now  and  sand  fences  and  snou  sheds. 

Crosslins  mul  sijens  

Station  and  office  buildings  

Roadway  buildings  

Water  stations  

Fuel  stations  

Shop;  and  ermine  houses  

Wharves  and  docks  

Coal  and  ore  wharves.  

O as- producing  plants  

Telegraph  and  telephone  lines  

Signals  and  interlopers  

Power-plant  buildings  

Power-transmission  systems  

Power-distribution  systems.  

Power-line  poles  and  fixtures  . 

Paving  

Roadway  machines  

Roadway  small  tools  

Other  expendituies,  road  

Shop  machinery  

Power-plant  machinery  


500 
233 
.'•07 
743 
142 


Total,  1,  and  3  to  47,  Inclusive.. 


III.  GKNLHAL  I".  X  IKS  UtTt  RFS 


71  Organiial ion  expenses  

72  Gcncrnl  ofl'cers  and  clerks. 

73  Law  

74  Stationery  and  printing 
76  Taxes. 
77 
7f, 


1,958, 
1,040, 
1,  507,  931 
392.  194 
747. 342 
940,640 
206,314 
489 
234,  625 
1,  3<*7,  551 
65.369 
80.015 
92.293 
1.331,952 
49.656 
6,884 
3.  318 
40.  009 
364,  7U2 
40.806 
705 
137.640 

10.31* 
16,865 

■•SB 


845.  SOO 
7.  778.  VA 
73,021 
1, 497, 170 

1,310  374 
274.M4 
5211.  2* 
670,205 
104. 4<H 
244 
171,734 
1,153.780 
27.  1M 
40.  SS 
70,227 
L 137.  til 
36.7SS 

£™ 

273  7.17 


77S 


Other  expenditures,  general. 
Interest  during  constnictfon. 


Total,  71  to  77,  inclusive  

Grand  total,  1,  and  3  to  77,  Inc'u.  ive  


20.  739, 616 


311,094 


1.652,311 


2.240 
4,38 

25,542 
5,155 

16. 191 


96.118 


2M.430 
1,404.464 
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Thr  carrier,  wholly  owned  and  used,  including  carrier's  portion  of  jointly  owned 

minor  facilities— Con  tinned 


Account 


I 

3 
6 
6 

'■ 
10 

: ; 
12 
13 
H 

:  ■ 

16 
17 
IS 
19 
20 
2< 
27 
■Jit 
■  i 
32 
33 
37 
3<S 
44 
46 


1 

37 


71 

72 
:■: 

74 
73 
77 
70 


Classes 


In  Penwkania 


I.  MO  AD 

Engineering..  

Grading.  

Bridges,  luetics,  and  culverts.  

Tits  

Rails  

Other  track  matoml  

Ballast...  

Tracklaying  and  surfacing  

Right-of-way  fences  .  

Snow  and  sand  fences  nnd  snowiheds. _ 

Crossings  and  ?igns.  

Station  and  oUice  buddings   

Roadway  buildings.  

Water  stations..   

Fuel  stations  

Shops  and  engine  houses.  _  

Tekprnph  and  telephone  lln^  

Signals  and  interlocked   

Power-plant  buildings  

Power-transmission  systems..  

Power-distribution  .systems  

Power-lino  poles  nnd  fixtures  

Roadway  machines.  

Roadway  small  tools  

.Shop  machinery  .  

Puwcr-plunt  machinery  


Cost  of 
reproduc- 
tion new 


Total,  1,  and  3  to  47.  inclusive. 


lit.  GENERAL  EXPENDITURES 


71  \  Organization  expenses  

72  General  officers  and  clerks. . 

73  Law  

74  Stationery  and  print  ing  

7  A  Taies  

77  Other  ospenditures,  ^onernl . 

76  Interest  <iurinE  construction . 


Total,  71  to  77,  inclusive  

Grand  total,  1.  and  3  to  77,  inclusive. 

In  Vermont 


1.  ROAD 


Engineering  

Hoadway  machines. 
Shop  machinery  


Total.  1.  and  3  to  47,  inclusive  

III.  OENtHAL  KXKKM.lTtRKS 


Organization  expanses  

General  oll.cers  and  clerks. 

l,aw  

Stationery  and  printing... 

Taxes  

Other  expenditures,  general . . . 
dui 


Interest  during  construction. 

Total,  71  to  77,  Inclusive   

Grand  total,  I,  and  3  to  77,  inclusive. 

1181.0.0. 


Cost  of  re- 
production 
less  do  pre- 


$202.  KW 
,71.*.,  218 
04  S,  240 
403.  2SfJ 

004,  100 

':\.\  44S 
21H,423 
3*2,  4*3 
13,078 

1,  IKS 

M,  <  lii 

.rnsoi 
3C,  <,•,» 

71.079 
43,  SW 
722,  831 
41'.  427 
««,  W8 
31.412 
4.1IS5 
HI,  1*20 
2.1*5 
3,  0M 
3,329 
1K3.10O 


$202,  «K0 

i,m\,  r?ifi 

.Mi:.  J 72 
231.040 
'.72,  i  JQ 
]  42.052 
IVJ.VA 
243.  I  yj 
0.320 

00, 727 
356,  084 
17.351 
4«.fttt> 
24.  120 
4*5,  470 
27,231 
74, 134 
25. 748 
4,  285 
7,  WW 
1.055 
2,500 

1,005 

113,  535 
32.  304 


or  <  i'.».  m 

5.  053.  302 

6C.499 

75.  209 

1 

0S5,  871 

534,  923 

7-S2,  370 

f.10. 102 

7,231,^3 

5.  003,  i<j\ 

190 

1»0 

1.  505 

1.018 

2,  8'J0 

1,  109 

4.  051 

2.317 

70 

35 

71 

36 

141 

71 

4.7V2~ 

2. 388 
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tcholly  owned  and  used,  including  carrier's  portion  of  jointly 
minor  facilities — Continued 


1  i  Engineering 
16    Station  ana  office  building 


Total,  1,  and  3  to  47.  Inclusive. 

II.  EQUII'MKNT 


Steam  locoraotl 


8.020.810  5,177.911 


63    KreifdH-tniin  curs  I  1«,8M.862  .  ll.212.S6g 


5V 


71 

72 
73 
74 
75 
77 
7« 


Passenger-train  cure-. 
Work  equipment  


Total.  51  to  38,  inclusive   

III.  CKNfcHAL  KIPKNDITl  liKS 


Organltotion  exj*jnscs._.  _  

General  officers  and  clerks  

Law  

Stationery  and  printing  

Tuxes  

Other  expenditures,  general  

Interest  during  construction  


2, 407.  W10 
651.  253 


1.14^064 


2*.  031. 776 


Total,  71  to  77,  inclusive  


17,83*712 


421,079 


200,59 


421,  «72 


270,014 


Grand  toUl.  1.  and  3  to  77.  Inclusive   28.483,004  I  18.236.W 


The  carrier,  wholly  owned  but  not  used,  leased  to  the  Champlain  Transportation 

Company 


Account 


Coftof 
reproduo- 


Co«t  of  re- 
production 
less  depre- 
ciation 


In  New  York 


1 

ie 

23 


71 
72 
78 
74 

75 
77 
76 


F.nRlncering  

.station  and  office  buildings . 
Wharves  and  docks  


1428 

l,&y5 
8, 506 


1,017 
4.630 


Total,  1,  and  3  to  47,  inclusive. 


10.  .',29 


6.073 


Dl.  QKNIRAL  KXIENDITTRKS 

Organization  expenses  

General  officers  and  clerks  

Law  

Stationer-  and  printing    

Taxea- 


ti 


Other  expenditures,  general  

Interest  during  construction  

Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  Inclusive. 


158 


1C0 
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The  carrier,  wholly  owned  but  not  used,  leased  to  Carolina,  Clinehfleld  and 

Ohio  Railway 


#  Classes 

Cost  of 
reprodae- 

iioij  now 

Coat  of 
reproduc- 
tion lew  de 
preclation 

M 

76 

Not  eUoeated  to  States 

II.  EQUIPMENT 

Passenger-trnin  cart  -  —    

$25,170 
25,170 

$21,540 
21.MW 

m.  O ENSEAL  EXPENDITURES 

378 

378 

323 
325 

25,548 

21.871 

The  carrier,  used  but  not  owned,  including  the  Albany  and  Susquehanna's 
portion  of  jointly  owned  minor  facilities,  leased  from  the  Albany  and  Susque- 
hanna 


Coat  of 
reproduc- 
tion now 


Cost  of 
reproduc- 
tion Idas  de- 
preciation 


In  St«  York 

I.  ROAl> 


FnglneerlnR  

Orsdlne  

Tunnels  find  suhwayr  

Bridpes,  trestles,  and  t-ul  verts  

Tics  

Hails  

Other  trnck  material  

Tlall^t  

Trnrklin  ItiR  und  surfacing  

I;it;ht-iif-w!iy  f^iK-os  , _ _ _  

Snow  mid  sand  fences  and  s;iowy<iorls. 

Crossings  aud  sJpis    

Station  and  ofttre  buildings  

Roadway  buildings   

Water  stations  

Fuel  stations  

Shops  and  engine  houses  

Con!  and  ore  wharves  

20  '  Telegrnph  and  telephone  lines  

27    Signals  and  Interlocked   .... 

Power-plant  huildir^  

Power-trans  ::iissi  on  s>Men;s__.  

Power-distribution  system*   

Power-line  poles  and  flit  urea  

PovinK  

Roadway  small  tools  

Power-plant  machinery  


] 

3 

'• 
8 
\> 
10 
11 
12 
13 
H 
16 
16 
17 
18 
19 
20 
24 


29 
31 
32 
33 
36 
38 
45 


71 
72 
73 
74 
75 
77 
76 


Total,  1,  and  3  to  47,  inclusive 


HI.  f.ESKRAL  EXrENWTl'Rt 


General 
Uw 


and  rlcrks. 
aud'prinUnis!.*. 


Other  expenditures,  general  

Interest  during  construction  

Total,  71  to  77,  Inclusive  

Orand  total,  1,  and  3  to  77,  Inclusive. 


$544,087 

3, 540, 839 

23.1,  H4J5 
1,<>27,.W5 

940,  150 
1,551, 130 

569,  HM 
774.717 
92, 011 
1.673 
227.500 
693,  fj"5 
84.705 
US,  375 
156.  269 
1.043,830 
If  a.  592 
76,459 
3C5.  ^24 
32.  775 
3.350 
13.300 
2.2S5 
13,  52* 
5,507 
69,304 


H,  346, 142 


200.102 


1,286,902 


1,487,094 


14,  833,  236 
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The  carrier,  used  but  not  owned,  including  the  Rensselaer  and  Saratoga'*  portion 
of  jointly  owned  minor  facilities,  leased  from  the  Rensselaer  and  Saratoga 


J 11  nrrfions 


1.  ROM) 


Oracling  

Tunnels  and  subways  

Bridges,  trestles,  imd  culverts  

Ties.  

Rails  

Other  track  material  

Ballast  

Tmcklaving  nnd  surfacing  

Right-of-way  fences   

Crossings  nnd  signs  

Station  and  office  buildings  

Roadway  buildings  , 

Water  stations  

Fuel  stations  

Shops  and  engine  houses  

Wharves  and  docks  

Coal  and  ore  wharves   

Telegraph  und  telephone  lines  

Signals  and  interlocked  

Power-transmission  systems  

Power-distribution  systems  

Power-hue  poles  and  fixtures  

Paving   

Roadway  small  tools   

Power-substation  apparatus  

Total,  1,  nnd  3  to  47,  inclusive. 


in.  GKNEKAL  KM  ENPITURES 


Organization  expenses  

General  officers  and  clerks  

Law  

Stationery  and  printing  

Taxes   

Other  expenditures,  general  

Interest  during  construction  


Total,  71  to  77,  inclusive  

Orand  total,  1,  and  3  to  77,  Inclusive.. 

In  AVir  York 
L  ROAD 

Engineering  

Grading  

Tunnels  and  subways   

Bridges,  trestles,  and  culverts  

Ties   

Rails  

Other  track  material  

Hullast  

Tracklaying  and  surfacing  

Right-of-way  fences  

Crossings  and  signs.   

Station  and  office  buildings  

Roikdway  buildings   ....... 

Water  stations  

Fuel  stations   .... 

Shops  and  engine  houses..............  .. 

Wharves  and  docks   

Coal  and  ore  wharves   .. 

Telegraph  and  telephone  lines..  

Signals  and  interlockcrs   .  ... 

Power-transmission  systems..  

Power-distribution  systems  

Power-line  poles  and  fixtures  

Paving 


Roadway  small  tools.  

Power  substation  apparatus  

Total,  1,  and  3  to  47,  inclusive.. 


of 

reproduc- 
tion new 


*420.417 

4  625.  371 
100,  919 

1.  563.  596 
741.005 

1,  IOJ.607 
280.621 
542.500 
648.658 
84.  062 


Cost  of 
reproduc- 
tion less 


de 


precia- 


535. 


634 
.337 
Ci7,  660 
61,608 
28.387 
504.  115 
20,883 
55.  045 
37,437 
171*.  697 
1,360 
4.  765 
1, 195 
1.454) 
4,454 
1.115 


146,  440 


725,  715 


872.  161 


J420.  41* 
4  612.594 
85.  134 
1, 131.  103 
37a  jfti 
933.  4ffl 
187.  MO 
3*7.  OOP 
463,079 
38,770 
97,357 
345,400 
32,695 
39,990 
24!  526 
264,803 
14.733 
25,672 
25,802 
135,404 
1.310 
4.160 
910 
725 
2.22S 
900 


7.  676. 355 


us,  m 

573,315 


370,934 
2,  205.  538 

109.  949 
I,  407,441 

(.35,  895 
983,  367 
249,  043 
465,  183 
549.  795 
61,697 
106,  766 
475,053  I 
61,  ES5 
50,479 
L-H,  387  f 
488,721  1 
20,883  [ 
55,045 
36, 193 
178, 133 
1,360 
4,765 
1, 195 
1,450 
3,  Ml 

kill 


37a  934 
4  253, 446 
85.134 
1,019, 6<* 
317.948 
8)8,  4Ni 
115.  57S 
344, 04S 
395,832 
27,  M 
77,  *» 
310, 24S 
30,434 
34,210 
24,526 
25S.  574 
14,733 
25,672 
24,785 
134.2^2 
1,310 
4.  IfiO 
910 
725 
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The  carrier,  used  but  not  owned,  including  the  Rensselaer  and  Saratoga's 
portion  of  jointly  owned  minor  facilities,  leased  from  the  Renssalaer  and 

Saratoga— Continued 


A  cel. 


7! 
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77 
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In  Ntw  York— Continued 

m.  OKNLRAL  KXFKNPITL'RES 


Organization  expenses  

Oencral  officers  and  clerks . 

Low..  

Stationery  and  printing... 
Taxes. 


Other  expenditures,  general  

Interest  during  construction  

Total,  71  to  77,  Inclusive.. 

Grand  total,  1.  and  3  to  77,  inclusive. 

fa 


I.  ROAD 


KnginecriDg  

Grading  

Bridges,  trestles,  and  culverts. 

Ties  

Kails.  

Other  track  material  

Ballast  

Tracklaying  and  surfacing  . 

Right-of-way  fences  

Crossings  and  signs  

Station  and  office  buildings... 

Roadway  buildings  

Water  stations  .    

Shops  and  engirt?  houses  

Telegraph  ana  telephone  lines. 

Signals  and  interlockers  

Roadway  small  tools  


Cost  of 
reproduc- 


Total.  1.  and  3  to  47.  inclusive.. 


III.  GENERAL  EXPENDITURES 


71  i  Organization  expenses  

72  General  officers  and  clerks. 

73  Law  

74  Stationery  and  printing. 
75 
77 
70 


Taxes. 

Other  expenditures,  general... 
during  construction.. . 


Total,  71  to  77,  inclusive  

Grand  total,  1,  and  3  to  77.  inclusive  


$129,209 


655.734 


49, 

359. 
156. 
105. 
128, 

31. 

77. 

W. 
22. 
25. 
00. 
5, 
11. 
15, 

1, 

V 


463 

K35 
155 

no 

240 
578 
317 
*63 
365 
868 
2R4 
975 
219 
394 
244 

:m 


reCrodu' 
tion  less 
deprecla 
tion 


$102, 075 


518,030 


49.483 
359.146 
111.438 

52,555 
104.  981 
21.482 
53.  560 
67.  '.".'7 
11,  111 
19.  557 
42. 152 
2.201 

5.  787 

6,  229 
1,017 
1,142 

307 


1. 149.  107  809.  435 


17,237 
CO,  osi 


13.617 
W.  2-5 


no  i.  c.  a 
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The  carrier,  used  but  not  owned,  including  the  Saratoga  and  Schenectady* 
portion  of  jointly  owned  minor  f acuities,  leased  from  the  Saratoga  and 
Schenectady 


l 

8 
I 

10 
11 

12 
13 
15 
M 
17 
18 
19 
20 
26 
27 
29 
32 
33 


71 
72 
73 
74 
75 
77 
78 


81 


In  New  York 


I.  ROAD 


Engineering...  

Grading  

Bridgts.  trestles,  and  culverts. 

Ties  

Rails  

Other  track  material  


Ballast . 

Tracklaying  and  surfacing  

Right-of-way  fences  

Crossings  and  signs  . 

Station  and  office  buildings... 

Roadway  buildings  

Water  stations  

Fuel  stations..  

Shops  and  engine  houses  ... 

Telegraph  and  telephone  lines. 

Signals  «nd  interlockers  

Power-plant  buildings   

Power-distribution  systems... 
Power-line  poles  and  fixtures.. 


Cost  of 
reproduc- 
tion 


Total,  1,  and  3  to  47,  Inclusive. 


GENERAL  EXPENDITURES 


Organization  expenses  

General  officers  and  clerks... 

Law.........  

Stationery  and  printing  

Taxes  

Other  expenditures,  general. 
Interest  during  i 


$99,417 

324. 107 
459,033 
179.801 
204.118 
79.053 
110,773 
145, 119 
13,866 
55,681 
419.654 
6,448 
24.949 
11,419 
39,226 
6,825 
62.031 
4,299 
1,525 
80 
1.160 


Cost  of 
reproduc- 
tion less 
deprecia- 
tion 


,  308.  noi 


175,749 


Total,  71  to  77,  inclusive  


210.  370 

1,  and  3  to  77,  Inclusive   Z  519. 073 


$99,417 
314. 561 
387,818 
pa  012 
22.'..  DM 
52,713 
74. 90S 
105.937 
6053 
39,703 
310,8© 
3.546 
21.324 
7.821 
19.428 
5.325 
44,025 
2,719 

1 


1,812,977 


27.558 


mm 


The  carrier,  used  but  not  otcned,  leased  from  the  Rutland  and  Whitehall 


Cost  of  re- 
production 


Cost  of  re- 
production 
less  ctepre- 


1 
3 
fl 
I 
9 
10 
11 
12 
13 
15 
10 
17 
20 
26 
27 
38 


In  Vtrmont 

I.  ROAD 

Engineering....... — .............  . 

Grading  

Bridges,  trestles,  and  culverts  

Ties  

Rails  

Other  track  material  

Ballast  

Trackluying  and  surfacing  ............. 

Right-of-way  fences  

Crossings  and  signs  

Station  and  office  buildings  

Roadway  buildings  

Shops  and  engine  houses  

Telegraph  and  telephone  lines  

h'ignals  and  interlocked  

Roadway  small  tools  

Total,  1,  and  3  to  47,  inclusive  


$11,501 
86,074 
34.  AM 
21, 175 
2:..  944 

7,198 
If..  4-4 
21,779 

4.282 
11,474 
21,882 
854 

%m 

339 
609 
128 

267.073 


$11,501 
85,773 
24.225 
Mill 

n.m 

5,049 

ll.Hl 
15,24* 
2,141 

|M 

11,429 
255 
1.433 
264 
443 
64 

210.757 


110  I.  CO. 
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The  carrier,  used  but  not  owned,  leased  from  the  Rutland  and  Whitehall— Con. 


In  Vermont— Continue! 


UI.  GENERAL  EXPENDITUtHS 


71  Organization  cxi>enses  

72  General  officers  and  clerk?. 

73  j  Law  


74 

75 
77 
70 


Stationery  and  printing  

Taxes  

Other  expenditures,  general  

Interest  during  construction.... 


Tost  of  r»  C  ost  of  n' 
production 

ciation 


 i 


Total,  71  to  77,  Inclusive  

Qmd  total,  1,  and  3  to  77,  inclusive. 


HON 

10,205 


20,271 


S3, 1ft 

12,  H4"J 


10.014 


226,  771 


The  carrier,  used  but  not  oxened,  leased  from  the  Albany  and  Vermont 


Account 


Classes 


Cost  of 
reproduc- 
tion new 


Cost  of 
reproduc- 
tion less  de- 


$00,016 
273,322 
244, 262 
60,065 
133, 010 
30,312 
61.154 
61,939 
4,058 
84,342 
53,095 
4.  557 
1,658 
557 
6,519 


In  yew  York 


I.  KOAD 


1 

3 
6 

9 

10 

11 

12 

13 
15 
16 

13 
is 

20 
20 
27 
31 
32 
33 


71 

72 
73 
74 
75 


Engineering  

Orudinp  

Bridges,  trestles,  and  nil  verts. 

Ties  

Kails  --  

Other  track  material   

Ballast  

Tracklaylng  and  surfacing  

Right-of-way  fences  

Crossings  and  signs  

Station  and  office  buildings. . . 

Roadway  miildings  

Water  stutions  

Shops  and  engine  houses  

Telegraph  find  telephone  lines. 

Signals  and  interlocked  

Power-transmission  systems... 
Power-distribution  systems. . . 
Power-line  poles  and  fixtures  . 


Roadway 


small  tools. 


$fiC,010 
275, 045 
310,084 
100,129 
157,095 
47, 766 
76,  633 
>■  .026 
8,118 
104,229 
79.341 
14,  569 
2, 739 
1, 157 
8,117 
59, 217 
520 
300 
100 
1,820 
593 


170 
913 
297 


Total,  1,  and  3  to  47,  inclusive. 


1,393,710  i  1,119.954 


DI.  GENERAL  EXI  ENDtTVUES 


Taxes 
Other 


Qeneral  officers  and  clerks  

and  printing  '.  

expenditures,  general.  *.  

st  during  construction................ 

Total,  71  to  77,  inclusive  

Orand  total,  1,  and  3  to  77,  inclusive. 


20.906 
106.096 


127.002 


1,520,712 


16,725 
H  877 


10!. 


1.221.  WW 


lie  t  c.  a 
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The  carrier,  used  but  not 

pony's  portion  of  jointly 
Iron  Company 


including  the  Northern  Coal  and  Iron  Corn- 
property,  leased  from  the  Northern  Coal  as4 


Cost  of 


Cost  of 
reprodoc- 


1 

3 

I 
h 
V 
10 

11 

12 
13 
16 
V. 
17 
is 
IS 
?o 
22 

H 

27 
29 
31 
32 
S3 
8» 


L  ROAD 


Engineering  



Bridge,  trestles,  and  culverts. 

Ties  

Hails  

Other  track  material  

Ballast  

Traeklaving  and  surfacing  

Right-of-way  fences  .. 

Crossings  and  signs  _ 

Station  and  office  buildings. .. 

Roadway  buildings  

Water  stations  ........... 

Fuel  stations  

Hhoijs  and  engine  houses  

Storage  warehouses  ... 

Telegraph  and  telephone  lines. 
Signals  and  Interlocked.. ..... 

Power-plant  buildings  

Power-transmission  systems. 
Power-distribution  systems. . . 
Power -line  poles  and  fixtures.. 
Roadway  small  tools  





Total.  1,  and  3  to  47,  Inclusive. 


$147,612 

$147.  «1J 

959.484 

■MB 

570, 515 

431,  ■ 

2*2.  919 

14'. «' 

435.  764 

. J8J  - 

151,886 

100.  (M 

112, 129 

87.513 

217.  937 

150. 377 

2.319 

1.15'. 

90,781 

74.8*7 

311.107 

221. 

4.S49 

l« 

18,390 

r.v 

8,713 

4,» 

59. 145 

$5,«fc 

27.000 

10,  w 

15.703 

|  ■ 

139.091 

97.  or 

1.189 

320 

no 

t,m 

i,sn 

220 

JOC 

1,731 

■ 

S.f30,K34 

2.858.^ 

111.  GENERAL  EXTEKMTl'RrS 


71  Organisation  expenses  

72  General  officers  and  clerks. . 
78  Law  , 

74  Stationery  and  printing  

75  Taxes  

77  Other  expenditures,  general 
76 


Interest  during  construction   .. 

Total.  71  to  77,  inclusive  

Grand  total.  1,  and  3  to  77,  Inclusive. 


54.313 


330.  703 


42.907 
M.W 


3<5. 076 


301. 210 


4,006,910!  8.162.W 


I 


The  carrier,  used  but  not  owned,  leased  from  the  Chateauyay  d  Lake  Placid 


l 

3 

6 
8 
9 

10 
11 
II 
II 
15 
16 
17 
1 1 
18 
20 
2C 

n 
n 


In  New  York 


I.  ROAD 


Engineering   

O  Hiding  

Bridges,  trusties,  and  culverts. 

Ties  

Rails  

Other  track  material  

Ballast  

Traeklaving  and  surfacing  

Right-of-way  fences  

Crossings  and  signs  

Station  and  office  buildings  

Roadway  buildings  

Water  stations  

Fuel  stations  

Shops  and  engine  bouses  

Telegraph  and  telephone  lines. 

Signals  and  intcrlockers  

Powor-dlstribution  systems. . . 
Roadway  small  tools  


Total.  1,  and  3  to  47,  inclusive.. 


Cost  of  re- 
production 
new 


$110,808 
,001.154 
285.583 
212,567 
303.780 
74.  J35 
134.  S72 
186.740 
22.423 
11.434 
K  J.  770 
6,858 
24. 163 
271 
25.097 
4.238 
2.  163 
200 
2.516 


Cost  of  re- 
production 
less  >!•. i-rf- 


2.577,560 


$110.:'.' 

<>.*.y.' 

23-S.  !70 
IOC. 
2TIV  :o; 
50. 881 
100.57! 

1KM 

ll.JH 

%m 

10$ 

urn 


2,302.11* 
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The 


,  used  but  not  owned,  leased  from  the  Chateaugay  A  Lake  Placid— 

Continued 


Classes 


Cost  of  re-  £™L°Jt'*: 

 production 

production  ^  depre. 


In  Nrw  Fork-Continued 

ID.  GENERAL  EXPENDITURES 

Organization  expenses  

Oeneral  officers  and  clerks  

Law  

.stationery  and  printing  

Taxes  

Other  expenfliturcs,  general   

Interest  during  construction  

Total,  71  to  77,  InclusJYe  

Grand  total,  1.  and  3  to  77,  inclusive  


$38,653 

170,055 


144,547 


208, 718 


177,411 


2.  7Sfl,  2*4 


2,379,  529 


carrier,  used  but  not  owned,  leased  from  the  Plattsburgh  and  Dannemora 


Cost  of 
reproduc- 
tion new 


Cost  of  re- 
production 

less  depre- 


Jn  New  York 


I.  ROAD 


Engineering  

Grading  

Bridges,  trestles,  and  culverts. 
Ties. 


Rails  

Other  track 

Ballast  

Track  laying  and 

Right-of-way  fences  

Crossings  and  signs  

Station  and  office  buildings 

Roadway  buildings  

Water  stations  

Telegraph  and  telephone 
Signals  and  interlocked. 


$22,718 
192,045 
35,165 
67,538 
S3,  430 
IH,  ,'>31 
32,925 
49,884 
14.  M4 

o.  105 

7.  OCA 
1,595 
4,100 
914 

524 
i<>2 


$22,  718 
1SH.982 
29,  160 
2S,770 
74,220 
12, 715 
24,562 
36,415 
7,  322 
5,068 
3,929 
1, 106 
3,140 
590 
458 
131 


Total.  1,  and  3  to  47.  Inclusive  

UJ.  GENERAL  EXPENDITURES 

Organisation  expense 
General  ofllcers  and  > 
Law. 


Stationery  and  printing  

Taxes  

Other  expenditures,  general. 


f.27,556 

7,913 
34.805 


Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  Inclusive. 


42,718 


570,  274 


442,275 


t;547 


478,  158 


28926*— 27— Vol.  116  44 


v 
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The  carrier,  u*ed  but  not  owned,  leased  from  the  Ticonderoga  Railroad 


71 
72 
73 
74 
7S 
77 


Total,  1,  and  3  to  47, 

ID.  OKNERAL  EXPENDITURES 


Organization  expenses  

General  officers  and  clerks... 

Law  

Stationery  and  printing  

Taioa  

Other  expenditures,  general, 
during  i 


Total,  71  to  77, 
Grand  total,  1,  and  3  to  77,  Inclusive. 


86,  162 

09.915 

1,292 

1,047 

2,624 

2,125 

3.816  3,171 

VW.078 

73,080 

APPENDIX  2 
Thb  Carrier 


CORPORATE  HISTORY 


The  corporations  whose  franchises  and  properties  have  gone  to  make  up  the 
present  company,  and  the  dates  of  the  changes  In  those  several  corporations,  are 
shown  in  the  following  table: 


Corporate  name 


1.  The  Dels 

2, 


Date  of  In- 
corporation 


and   Hudson  i  Apr.  28, 1809 


The  President,  Manager  and 
Company  of  the  Delaware 
and  I !  udson  Canal  Company 
3  The  Adirondack  Railway  Com- 
pany. 

4.  Adirondack  Conipon; 
6.  The  Adirondac 

Railroad  Company 

6.  The  Lake  Ontario  and 

River  Railroad  Com] 

7.  Sackets  Harbor  and 

Railroad  Company. 

8.  Duanesburgh  Railroad 

9.  Toe^Schenectady  it  Susque- 

hanna Kail  Road  Corn] 

10.  The  New  York  and 

Railroad  Company. 


[Mar. 
[Apr. 

July 

Oct 
Aug. 

Apr 

Feb. 

July 

Dec. 
Apr. 


13,1823 
23, 1823 

7, 1883 

24,1863 
11. 1860 

6,1857 


15, 1873 
27,1869 
8*873 


New  York  ., 


Pennsylvania... 
New  York  


Dote  of  acquisition  by  successor 


 do. 


-  - ...... 


» . . - .do* 
...do........ 

.....do.  -  - ..... 


9mm . 


company. 


>Nsjne  changed  to  No.  1  Apr.  21, 
1899. 

Acquired  by  No.  1  Nov.  &,  1«2. 

Acquired  by  No.  *  Nov.  24, 1S» 
Acquired  by  No.  4  Nov.  11, 

Acquired  by  No.  6  Aug.  13,  1660. 

to  No.  6  AF  *■ 


.do. 
.do. 


Name 

1857. 

....do   Acquired  by  No.  1  Aug.  4, 1003 


Acquired  by  No.  8  July  12,  I** 
Acquired  by  No.  1  May  33,  W* 
11G  I.  CC 
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11.  The  New  York  and  Canada 

Railroad  Company  of  1872. 

12.  The   Whitehall  and  Pitts- 

burgh Railroad  Company. 

13.  The  Montreal  and  Pittsburgh 

Hail  Road  Company. 

14.  The  Pittsburgh  and  Montreal 

Rail  Road  Company. 

15.  The  Cherry  Valley,  Sharon 

and  Albany  Railroad  Com* 
pany. 

18.  Cherry  Valley  and  Mohawk 
River  Railroad  Company. 

17.  Cherry  Valley  and  8prakers 
Railroad  Company. 


Date  of  in- 
corporation 


Mar.  16. 1872 
Feb.  10,1466 


New  York  


Mar.  28, 1850 
Apr.  10,1869 


Apr.  15,1864   do  

Apr.  10,1860   do  


Date  of  acquisition  by  successor 


Acquired  by  No.  10  Apr.  8,  1873. 
Acquired  by  No.  10  Apr.  8, 1873. 
Acquired  by  No.  10  Apr.  8,  1873. 
Acquired  by  No.  13  Aug.  20,  1888. 
Acquired  by  No.  1  July  17,  1908. 

Name  changed  to  No.  15  Apr.  10, 
1869. 

Name  changed  to  No.  16  Apr.  15, 
1861. 


PHYSICAL 

Tbe  road  owned  by  the  carrier  on  date  of  valuation  was  acquired  as  follows : 


Purchased  May  8,  1911,  that  part  of  the  line  of  the  Greenwich  &  Johnsonvrllle  Railway  Com- 
pany extending  from  Greenwich  to  Greenwich  Junction,  N.  Y.,  constructed  by  the  railroad 
on  a  date  unknown  


Merger: 

Nov.  5,  1902,  of  the  property  of  The  Adirondack  Railway  Compnny,  Saratoga  Springs  to 
North  Creek,  N.  V.,  road  opened  for  operation  on  the  following  dates,  but  by  whom 
constructed  is  unknown — 

Saratoga  Springs  to  Greenfield,  1SG5   5.  680 

Greenfield  to  Wolf  Creek,  ls«fl    ....  ......  18.756 

Wolf  Creek  to  Thurman,  1869    10.556 

Thurmnn  to  near  Riverside,  1870     14.  558 

Near  Riverside  to  North  Creek,  1871   7.759 

Aug.  4,  1901,  of  tbe  property  of  tbe  Schenectady  and  Duancsburgh  Railroad  Company, 
Schenectady  to  Delanson,  N.  Y.,  constructed  by  the  Albany  ana  Susquehanna  in  1883.. 
May  23,  1908,  of  tbe  property  of  the  New  York  and  Canada  Railroad  Company,  Lake 


Approx- 
imate 


10.  200 


Stati 


near  Whitehall,  to  Daldwin,  Ausable  Porks  to  South  Junction,  and  Canada 


569  1 

---------J 


36.  000 


•JO.  1C9 


Junction  to  the  New  York-Canada  lin< 

Constructed  by  The  Plaits  burgh  and  Montreal  Railroad  Company  on  un- 
known date  and  opened  for  operation  as  follows:  Pittsburgh  to  Mooers 
Junction,  July  26,  1852;  Mooers  Junction  to  New  York-Canada  line,  Sept. 
20,  1852  _   23.  000 

Constructed  by  The  Whitehall  and  Pittsburgh  Railroad  Company  on  the 
following  dates — 

Ausable  River,  near  A  usable  Forks,  to  Pittsburgh,  21  miles,  in  1869... 

Fort  Ticonderoga  to  Port  Henry.  15  miles,  in  1870  . 

Coa^tructed  by  the  carrier  and  acquired  on  following  dates: 

Lake  Station  to  Fort  Ticonderoga,  1873   . 

Port  Henry  to  South  Junction,  1875  

Montcalm  Landing  to  Baldwin,  1875  

Canada  Junction  to  Rouses  Point,  1876   

Ausable  River  to  Ausable  Forks,  1894  

Rouses  Point  to  New  York-Canada  line.  1906  

Constructed  by  The  Cherry  Valley.  Sharon  and  Albany  Railroad  Company,  1869-70 


uction: 

1829,  Honesdale  Junction  to  Lookout  Junction,  Pa. . . 

1848,  Green  Ridge  to  Carbondale,  Pa  

1846,  Archbald  to  Bushwick,  Pa  

1863,  Vine  Street  to  Oreen  Ridge.  Pa  

1871,  Jefferson  Junction  to  State  line,  Pa  ..... 

1871,  State  line  to  Nineveh,  N.  Y  

1877,  End  of  branch  to  Vine  Street,  Pa.  

1881,  Olennville  to  Coons,  N.  Y  

1901,  Moreau  Junction  to  South  Oins  Falls,  N.  Y.... 
1905,  Thurman  to  Warronsburgh,  N.  Y  


57. 307 


14.  189 


149.169 


242.  005 


27.20 
15.32 
4.90 
1.  47 

4.36 

18.  HJI 

o.  m 

0.  i  s 
4.77 
3.  47 

90.053 
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HISTORY  OF  CORPORA TK  FIWANCINO 


The  records  of  the  carrier  disclose  no  syndicating  transaction.   The  capital 
stock  and  the  several  classes  of  long-term  debt  issued  and  retired  are 
stated,  with  the  amount  actually  outstanding  on  date  of  valuation: 


Description 

Ori  (finally 
issued 

Retirements 
and  treasury 
holdings 

Actually 
outstanding 

$43,279,500.00 
107.322.796.28 

$778, 900. 00 
43,  097,  796.  28 

$42.  502. 006  00 
63,  62^,000.00 

Funded  debt  

Total  

150, 602, 296. 28 

44,  474,  696  28 

The  foregoing  statement  includes  $400  held  by  or  for  the  carrier  and  $827,000 
of  funded  debt  matured  carried  on  the  balance  sheet  on  date  of  valuation 
as  funded  debt  matured  unpaid.  The  carrier  has  deposited  with  the  trustees 
cash  for  the  retirement  of  the  bonds,  which  had  not  been  presented  for  redemp- 
tion to  date  of  valuation. 

Capital  stock.— The  carrier  issued  and  reacquired  capital  stock  in  exchange 
for  the  following  considerations: 





Consideration 


Cash,  premium  $2,561,369,  discount  $3,817,410  

Securities  of  other  companies,  premium  $1,448,500. 

Retirement  of  funded  debt,  premium  $13,500  

Miscellaneous  physical  property  

Payment  of  interest  

Retirement  of  notes  payable  

Notes  receivable  





Total  issued  for  considerations  

Total  issued  to  the  treasury  

Total  issued  in  payment  of  dividends, 
and  loss  $2.787.900  


Total  par  value  issued  

Reacquired  and  retired,  cash  ($417,914.37  in 


profit 


of'par  value)! 


Outstanding. 


value  1     Par  value 


$36,028,445.54 
2,998,000.00 
135,000.  00 
214, 000. 00 
19.313.  46 
30.000.00 
27,500.00 


39,  452,  259. 00 


$37,  254.  4M.  54 
1, 549, 501  on 
121,500.0) 
214,0X1 00 
19. 313.46 
30,000  00 
27,500  00 


39.246.300  00 
1,  245.300  00 

2, 787, 900. 00 


1, 194.  443.  37 


43,  279.  500. 00 

776  500  CO 


The  difference  between  par  value  of  capital  stock  issued  by  the  carrier  and 
the  considerations  recorded  as  received  in  exchange  therefor,  being  discount 
aggregating  $3,817,410  and  premiums  aggregating  $4,023,369,  were  charged 
and  credited  to  profit  and  loss,  respectively. 

The  difference  between  the  reacquisition  cost  and  the  par  value  of  capital 
stock  reacquired  by  the  carrier,  being  an  amount  of  $417,944.37,  was  adjusted 
by  charging  the  profit  and  loss  account  with  $105,833.37  and  sinking  fund 
$312,111. 

In  addition  to  the  stock  issued  to  the  treasury.  $1,245,300,  the  carrier  sub- 
sequently reacquired  a  par  value  of  $323,388  of  Its  own  capital  stock,  of 
which  $320,183  was  acquired  for  $279,273.40  cash,  $2,505  in  exchange  for  a 
like  amount  of  loans  due,  and  $700  representing  unclaimed  shares  of  stock- 
holders appropriated  by  the  carrier  to  its  own  use.  Of  the  total  par  value  of 
stock  thus  held  in  the  treasury,  $1,568,688,  the  carrier  retained  a  par  value 
of  $400,  which  it  carried  at  a  book  value  of  $411  on  date  of  valuation.  Tbe 
balance  of  $1,568,288  was  disposed  of  by  the  sale  of  a  par  value  of  $1,285,108 
for  $1,402,124.74  cash  and  the  exchange  of  $283,180  in  retirement  of  a  like 
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amount  of  funded  debt.  The  premium  of  $127,016.74  received  in  the  sale  of 
capital  stock  for  cash  was  credited  to  the  profit  and  loss  account. 

Funded  debt.— A  statement  of  the  funded  debt  actually  outstanding  on  date 
of  valuation  follows: 


Title  of  security 


Date  of 
maturity 


Assumed: 

The  Adirondack  Railway  Company  flrst-ninrtgnjre  50- year  bonds  

Schenectady  and  Duonesbunch  Railroad  Company  first-mortgage  bonds 
Issued: 

Debenture  lonn  of  1894  

Convertible  debenture  bonds...—  

First-lien  equipment  gold  bonds  , 

Kiret  and  refunding  cold  bonds  „ 

Albany  and  Susquehanna  first  consolidated  guaranteed  bonds  

Five  per  cent  20-year  convertible  bonds  I  Jnn 

sSept 


Mar. 
Sept. 

Oct. 
June 
July 

May 
Apr. 


First-mortgage  bonds  of  1877. 
Total.. 


1.  11M2 
1.  1924 

i,  m\ 

15.  ItW 

1.  1922 

l.  mi 

1,  1906 
15,  1935 
1.  1917 


Actually 
outstanding 


$1. 000.  000 
500,000 

3,000 
820,000 
9.  fi-U.  000 
32,201.000 
4.000 
14.451.000 
5,  000.000 


w,  02:..  ooo 


The  carrier 
the  following 


issued,  assumed,  and  reacquired  funded  debt  in  exchange  for 


Consideration 


Recorded 
value 


Cash,  premium  $.86,025,  discount  $3.122.381.98  

Acquisition  of  transportation  property   

Retirement  of  other  funded  debt   .  .......... 

Securities  of  other  companies  

Payment  of  Interest   

To  finance  affiliated  companies  and  charged  to  open  account. 
Payment  of  current  liabilities  


Total  issued  for  considerations. 
Total  par  value  Issued  


Reacquired  and  retired: 

Cash  for  certain  securities  at  $173,836.81  less  than  par  value  and  for 

others  at  $40,658.87  in  excess  of  par  value  

Other  funded  debt  issued  

Capital  stock  issued...    

Capital  stock  owned  

Securities  of  other  companies  

Notes  payable.  _  


Total  required  for  considerations. 
Outstanding  


JOT,  374.  657.  73 
1, 500.000  00 
3,  847. 000  00 
33,000.00 
I.  13.8.  55 
two.  000  00 
77,000  00 
1, 500. 000  00 


33*  300.  75 
1.  500,  000  00 
3, 847.  000.  00 
33.  000  00 
1.  138.  55 
990.  000  00 
77,000.00 
I,  500, 000.  00 


1f<7.  322,  28 
107, 322,  796!  23 


30.  270,  f.96.  28 
3,  847.  000  00 
135,  000  00 
268.  100  00 
114,000  00 


43.  697.  79«  28 


39,  137,  518  31 
3,  847.  000  00 
135.  000  00 
2T.8.  100  00 
114.000  00 


63,fi2\0O0  00 


43.564.618.31 




The  difference  between  the  par  value  of  funded  debt  issued  or  assumed  by 
the  carrier  and  the  consideration  recorded  as  received  in  exchange  therefor, 
being  discounts  aggregating  $3,122,881.98  and  premiums  aggregating  $80,025, 
together  with  expenses  incurred  in  the  amount  of  $187,625.00  in  the  issuance  of 
such  securities,  was  distributed  as  follows : 


Premium 
credited 

Discount 
charged 

Expense  . 
charged 

$5,773.75 
80,251.  25 

$765.00 

3. 105.  608.  28 

$187, 625. 60 

Total  

86.025.00 

3, 106, 273.  28 
16, 108  70 

187.625.60 

86,026.00 

3,122,381.98 

187. 625. 60 

no  i.  c.  a 


Digitized  by  Google 


6S2  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


The  net  difference  between  the  par  value  and  the  reacquisirJon  cost  of  funded 
debt  reacquired  by  the  carrier,  being  an  amount  of  $133,177.97,  was  adjusted 
as  detailed  below: 


Difference 
between  par 
value  and 
the  cost  of 
rencquire- 
raent, 
credited 

Difference 
between  the 

cost  of  re> 
acquirement 
and  the  par 
value, 

C/hAy'gigg  \ 

$3,432.98 
17a  403.  80 

$1.  ISO.  00 
m,  SOS.  s: 

Total  

173.83fl.84 

40,65*87 

For  a  detailed  statement  of  the  individual  capital  securities  issued  or  as- 
sumed by  the  carrier,  the  considerations  received  therefor,  and  the  securities 
retired,  reference  is  made  to  the  accounting  report  hereinbefore  mentioned. 

Short-term  notes.— In  addition  to  the  foregoing  capital  securities,  the  carrier 
at  various  times  issued  short-term  notes  for  temporary  financing,  amounting 
in  the  aggregate  to  $155,829,247.33.  of  which  $32,858,720.58  were  renewals  of 
notes  due.  Of  the  balance  of  $122,940,526.79  a  total  of  $120,266,993.28  has 
been  retired,  leaving  $2,703,533.51  outstanding  on  date  of  valuation. 

The  considerations  received  and  given  in  the  issues  and  retirements  were 
as  follows: 


Consideration 


Retirement 


Cnsh  

Other  securities    -  

Miscellaneous  pliysicnl  property  

Working-fund  advances  

Notes  of  the  Albany  and  Susquehanna  assumed  

Advances  to  the  Northern  Coal  and  Iron  Company 

Advances  to  Erie  Railroad  Company   

Equipment  for  the  Albany  and  Susquehanna  

Current  liabilities  

Current  assets  

Interest  and  interest  adjustments  

Commission   

Discount  charged  to  profit  and  loss  through  interest 

Written  off  to  profit  and  loss  

Outstanding  notes  March  1.  1842,  transferred  from 
ledger,  not  obtainable  


$107. 718. 179. 78 
222.665  49 
1, 52a,  746.  M 
10.989,2f>6  37 
100.000.00 
43, 707. 34 
25.000.00 
150,675, 18 

1.87a  510.  56 


$120,  065, 95ft  21 
194. 06O  00 


243.  572  31 

£&8 


B8,tOB  DO 


•  •••I 

487  93 

439.15 

toatToo 

Total  


122.970,  526.79 


120, 


The  details  of  the  notes  outstanding  on  date  of  valuation  follow : 
For  two  notes  at  4  per  cent  due  the  Quebec,  Montreal  and 

Southern  Railway  Company  „  $203,533.51 

For  demand  note  with  interest  at  6  per  cent  due  the  Northern 

New  York  Development  Company   500,  000.  00 

For  note  at  3%  per  cent  due  Kuhn,  Loeb  &  Company   1, 000,  000.  00 

For  note  at  3%  per  cent  due  Farmers  Loan  and  Trust  Company..  1, 000, 000.  00 


Total 


  2.  703,  533.  51 
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Income  account.— The  income  account  of  the  carrier  for  year  ending  on  date 
of  valuation  and  for  the  period  October  29,  1829,  to  date  of  valuation,  follows : 


Year 


Ope  rating  Income 

Railway  operating  revenues. . 
Railway  operating  expenses  . 


$25, 987. 630.  82    $519, 028,  107. 26 
IB,  414.  350.  0.1  I    34-1,  672,  779.  13 


Not  revenue  from  railway  nra-rations. 

Railway  tax  accruals  

Uncollectible  railway  revenues  


Railway  operating  income.. 


9,  543, 274.  77      174, 955, 32H.  13 


681,  591. 95 
2, 192.  60 

8,859.490.22 


6,538.  930.88 
2. 680.  57 

168,413, 71ft.  88 


Revenues  from  miscellaneous  operations  i   14,375,811.39  j  626,412,055.65 

Expenses  of  miscellaneous  operations   12, 789, 152. 48  |   496, 215, 887. 43 


Net  revenue  from  miscellaneous  operations. . 
Taxes  on  miscellaneous  operating  property 

Miscellaneous  operating  Income  


Total 


Nonoperating  income 

Hire  of  equipment  

Joint  facility  rent  income  

Income  from  lease  of  road  , 

Miscellaneous  rent  income   

Miscellaneous  nonoperating  physical  property. 

Separately  operated  properties  

Dividend  income  

Income  from  funded  securities  


1,586,658.91 


1,102,075.93 


Income  from  sinking  and  other  reserve  funds. . 


Total  

Gross  income 


Deductions  from  gross  incorno 

Hire  of  equipment  

Joint-facility  rents  

Rent  for  leased  roads  

Miscellaneous  rents  

Miscellaneous  tax  acennis  

Specially  operated  properties.  . . 

Interest  on  funded  debt   

Interest  on  unfunded  debt  

Income  transferred  to  other  companies. 
Miscellaneous  Income  < " 


Total  

Net  Income.. 

Disposition  of  net  income 

Appropriations  to  sinking  and  other  reserves. 
.Miscellaneous  appropriations. 

Total  appropriations  

Balance  to  credit  of  profit  and  loss  


9.961.560.15 


111.904.97 
99.  721.49 
114,949.81 
130.  M0.  13 
27.46L72 


130.  196,  188.22 
3, 167.265.  76 


127. 


293.1-3-2.24 
182.83200 
flO-l.UlI.49 
157,510.57 
969.81 


1,730,414.23 
11.091,980.38 


381,  572.  94 
230.  535.  38 
1,880.  £43.  08 
6. 320.  74 
31,813  40 


295.442.ra9.  14 


1,932. 990.  93 
9*6.  929.  94 
2.389.244.41 
1.480.  970.46 
1,530,011.80 
258,983.  21 
13.  391.918.  37 
2.  679.211.71 
13,881. 124.  85 
550.  502.  08 
2,681.728.19 


3.205.5' 


720.60 
23,6i6.'  63 


5,863,110.08 
5, 828, 870.  30 


10.454.19 


10.  454.  19 


5,818.410.  11 


41,639.676.  55 
337,  0S2.  315.  69 


973,081.41 
3,055,9*6.03 
91.425.80-J.69 

818,  708.  07 
10.022,272.64 

264,270.35 
53,924,337.99 
7,405.592.  95 

187,470.32 

252.443.82 


171,329,960.17 
1^,752.349752 


2.381,031.39 
431.039.  79 


2,812,671.  18 


162,939,678.34 


If  certain  delayed-inconie  items  in  the  profit  and  loss  account  were  taken 
into  the  income  statement  for  the  period  from  1829  to  date  of  valuation,  the 
income  balance  transferred  to  credit  of  profit  and  loss  would  be  decreased  to 
$158,697,823.04.  The  net  earnings  for  the  period,  if  considered  in  the  light 
of  a  return  on  the  investment  in  road  and  equipment,  will  be  found  to  have 
overstated,  for  the  reason  that  the  earnings  of  the  Northern  Coal  and 
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$162,  039.  678.  ft 
39.  924.  S9 


Iron  Company  subsequent  to  January  1,  1907,  and  of  the  Cooperstown  and 
Charlotte  Valley  of  1891;  subsequent  to  July  1,  1904,  have  been  Included  In  the 
earnings  of  the  carrier  without  any  deduction  for  rental  of  leased  roads. 

Profit  and  loss  account. — The  profit  and  loss  account  of  the  carrier,  on  date 
of  valuation,  follows : 

Credits : 

Credit  balance  transferred  from  income  

Profit  on  road  and  equipment  sold  

Delayed-income  credits — 

Railway  operating  revenues  $306,  355. 61 

Revenues  from  miscellaneous  operations.   314, 071. 83 

Income  from  lease  of  road  

Miscellaneous  rent  income  

Miscellaneous  nonoperatlng  physical 
property  

Dividend  income   176,650.19 

Income  from  funded  securities   40,403.03 

Income  from  unfunded  securities  and 
accounts   112, 807. 63 

Income  from  sinking  and  other  reserve 
funds   45,  859. 94 

Railway  operating  expenses   28, 886. 12 

Railway  tax  accruals   179,903.38 

Expenses  of  miscellaneous  operations — 

Rent  for  leased  roads  

Miscellaneous  rents  


56,439.01 
3.81 


  672.  019.  68 


Separately  operated  properties,  loss  

Interest  on  funded  debt  

Interest  on  unfunded  debt  

Income  applied  to  sinking  and  other  re- 
funds   


61,  631.92 
29. 680.00 
75, 288. 70 
S3, 151. 62 
1, 177.  50 
68, 706. 48 

42,905.54 


Unrefundable  overcharges  

Donations  


Miscellaneous  credits- 
Adjustment  and  cancellation  of  balance 

sheet  accounts  $2,269,298.81 

Cancellation  of  wages  and  vouchers 

payable  

Excess  of  par  value  over  amounts  In 

retirement  of  funded  debt  

Profit  from  sale  of  investment  securi- 


ties 


Profit  from  sale  of  miscellaneous  physi- 
cal property  

Adjustment  to  par  of  company's  securi- 
ties reacquired  

Adjustment  of  book  value  of  Invest- 
ment securities  

Premium  on  capital  stock  issued  

Premium  on  funded  debt  Issued  

Premium  on  stock  reacquired  and  dis- 
posed of  


17, 873. 93 

170,403.86 

3,  888,  486.  66 

470, 268. 61 

60, 018. 00 

869,  253.05 
4, 023, 369. 00 
80, 251.  25 

98. 113. 67 


2,235,941.99 
444.67 

2,500.00 
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Credits — Continued 

Miscellaneous  credits— Continued 

Collection  of  old  accounts  previously 

written  off  $1, 077, 318. 22 

Adjustment  of  book  value  of  com- 
pany's property   9,793.082.68 

Transfer  of  sinking-fund  reserves   1,261,925.00 

Sundry  other  items   819,403.97 


$24. 399, 056. 71 


Total     189.  617,  546.  00 


Debits : 

Surplus  applied  to  sinking  and  other  reserve  funds   674, 435. 64 

Dividend  appropriations  of  surplus — 

Capital  stock  Issued  as  stock  divi- 
dends   $2.  787, 900. 00 

All  other  dividends    122,011,674.54 


  121.799.574.54 

Stock  discount  extinguished  through  surplus   3, 817, 410. 00 

Debt  discount  extinguished  through  surplus   3, 293. 133. 88 

Miscellaneous  appropriations  of  surplus   20, 000.  00 

Loss  on  retired  road  and  equipment — 

Estimated  value  of  road  abandoned™  ?270,  000.  00 
Other  property  retired   20.800.01 


Delayed-lncome  debits — 

Railway  operating  revenues   10,444.73 

Revenues  from  miscellaneous  opera- 
tions  93.  625. 07 

Miscellaneous  rent  Income   1, 190. 57 

Miscellaneous    nonopernting  physical 

property   3, 185.  87 

Separately  operated  properties,  profit..  131, 789. 35 
Income  from  unfunded  securities  and 

accounts     2.  843. 42 

Railway  operating  expenses   1,722.123.36 

Railway  tax  accruals   470,  404.  78 

Expenses  of  miscellaneous  operations. _  2, 035, 055. 66 

Rents  for  leased  roads   1,560,710.01 

Miscellaneous  rents   2,600.24 

Miscellaneous  tax  accruals   78,897.87 

Separately  operated  properties,  loss   450.00 

Interest  on  funded  debt   310.364.55 

Interest  on  unfunded  debt   15.250.93 

Income  transferred  to  other  companies   31, 185. 21 

Miscellaneous  income  charges   1. 666. 67 

Miscellaneous  debits — 

Adjustment  and  cancellation  of  bal- 
ance sheet  accounts   6, 026,  676.  33 

Loss  from  sale  of  Investment  secu- 
rities +   238. 277. 65 

Loss  from  sale  of  miscellaneous  physi- 
cal property   193. 112. 07 

116 1.  C.  C. 
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Debits — Continued. 

Miscellaneous  debits — Continued. 

Excess  of  amount  paid  over  par  value 
of  capital  stock  retired   $105,833.87 

Excess  of  amount  paid  over  par  value 
of  funded  debt  retired   39,  508.  87 

Adjustment  of  par  of  company's  secu- 
rities reacquired   4, 608. 10 

Adjustment  of  book  value  of  Invest- 
ment securities   1, 425, 467. 15 

Discount  on  stock  reacquired  and  sold-         8, 494.  09 

Payment  of  old  accounts  previously 
charged  off   288.69 

Adjustment  of  book  value  of  com- 
pany's property   14, 849.  261. 18 

Depreciation  written  off   8,384,239.12 

8undry  other  items   934, 032. 25 

  $31,709,798.06 

Credit  balance  on  date  of  valuation   18, 525, 595. 88 

Total   189,  617, 546.60 

It  will  be  noted  that  the  credit  balance  is  $35,985.78  in  excess  of  the  profit 
and  loss  balance  in  the  carrier's  return  to  us  for  year  ending  on  date  of 
valuation.  This  difference  represents  the  net  profit  from  the  operations  of  the 
fire-insurance  fund  to  December  31,  1915.  which  was  duly  entered  on  the 
general  books  but  not  adjusted  in  the  annual  reports  until  December  St  1918. 

INVESTMENT  IW  ROAD  A1»D  EQUIPMENT 

On  date  of  valuation  the  road  and  equipment  Investment  account  of  the 
carrier  showed  a  balance  of  $08,642,567.68,  which  had  been  established  u 
follows : 
Road  acquired: 

Money  outlay,  funded  debt  assumed,  and  book  value  of 
Investment  securities  applied  as  the  purchase  price  of  the 


roadway  property  of  predecessor  companies  $11,480,390.25 

Road  constructed : 

Money  outlay  $8, 428, 859. 14 

Securities  owned   318.000.00 


8, 740.  859. 14 

Less  estimated  value  of  road  abandoned  and 

written  off  to  profit  and  loss   270,000.00 

  a  476,  859. 14 

Additions  and  betterments : 
Road- 


Money  outlay  _    10, 713, 581. 92 

Money  outlay  purporting  to  be  for 
additions  and  betterments,  charged 
this  account  by  crediting  a  corre- 
sponding amount  to  general  balance 
sheet  account  Additions  to  Prop- 
erty Through  Income  and  Surplus.-     0, 839,  487. 37 

17,553, 069.29 

Less  cash  proceeds  from  sale  of  land„  12, 902. 68 

  17. 540, 1«J.  Gl 
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Addition*  and  betterments— Continued 
Equipment — 

Money  outlay   135,457,512.16 

Less  retirements — 

Recorded   value  of 
equipment  written 

off  $5,251,843.36 

Cash  proceeds  from 
sale  of  equip- 
ment  106, 166. 12 

  5,858,009.48 

  $30,  009,  502.  68 


67,596,008.08 

flther  items: 

Debits   9, 534, 340. 92 

Credits   8, 488, 681. 92 

  1, 045,  659. 00 

Total   68,  642, 567.  68 


A  description  of  the  amounts  in  "  other  items  "  follows : 
Other  Items: 
Debits- 
Improvements  on  leased  railway  prop- 
erty $10,586,831.82 

Less  amounts  charged  to  profit  and  loss.     1, 129, 208. 63 

  $9,  457,  623. 19 


Expenditures  purporting  to  be  for  miscellaneous  physi- 
cal property,  as  follows — 

Dam  to  facilitate  the  transportation  of  coal  from 

the  mines  to  plant  No.  1   8, 001. 17 

Coal-handling  apparatus — breakers,  crackers,  wash* 

era,  screens,  chutes,  and  engines   67, 257. 45 

Boarding  house  at  Olyphant,  Pa   1, 459. 11 

Total   9,  534, 340. 92 

Credits- 
Expend 'tures  for  right  of  way  for  The  New  York  and 

Canada  Railroad  Company,  charged  to  profit  and  loss.  5,287.81 
Depreciation  of  equipment,  charged  to  profit  and  loss—  7, 708, 010. 40 
Depredation  of  equipment,  charged  to  operating  ex- 
penses    444,  502.  09 

Reduction  in  book  value  of  equipment   40, 200.  00 

Depreciation  on  railroad  buildings,  charged  to  operating 

expenses   4, 173. 26 

Reduction  of  book  value  of  road  through  profit  and  loss.  285, 058. 36 
Donation  from  Center  Village,  N.  Y.,  toward  the  cost  of 

constructing  a  station  at  that  point   1, 450.  00 


Total   8, 488, 681. 92 


Net  debit   1,045.659.00 


If  certain  adjustments  were  made  in  accordance  with  our  present  account- 
ing rules,  the  balance  in  the  road  and  equipment  investment  account  would 
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be  decreased  to  $67,596,908.68,  made  up  of  the  following  classes  of  expendi- 
tures : 


Tii"  .\<!;r"nili!ck  Kiulwtt}  CDinpany  

S;-hetKt4.-.<!y  ami  l>unnesburfih  Railroad  Company  

T\w  N'»  w  Yurie  and  Canada  Railroad  t'uiupany  

'n.L'  ("lurry  Yulky,  .Sharon  and  Albany  Railroad  Company  

(Jretnwich  and  Jolmsonvllle  (part  of)  


The  carrier  - 


Total.    

Less  deductions  nut  :>ssipnnhlr  sporifically  to  any  or.e  uj  more  of 
Ww  above-mentioned  tmt hi> s.  intimated  value  of  road  aban- 
doned and  written  ofT  to  profit  and  loss   .  


Recorded 
outltiy 


Funded 


SecuntiM 


$1,000.  (ICO 
HW.UO0 


SSiti.  880.  25 


3S9.  KhO.  25 
5e.06S.5-8.  43 


'""SIS! 


1.  500.000 


56.45a,  408.  C8 


1,500,  tOO 


9,«*.5* 


ro.au; 


The  carrier  charged  to  its  road  and  equipment  investment  account  $9,001,400 
as  the  cost  of  acquiring  the  property  of  the  New  York  and  Canada  Railroad 
Company.  This  amount  consisted  of  $9,000,000  par  value  of  the  common  and 
preferred  stock  of  that  company,  which  the  carrier  had  previously  acquired 
for  the  consideration  hereinafter  mentioned,  and  waa  carrying  at  a  book  value 
of  $9,001,400. 


Recorded  consideration 


Recorded 
value  of 
considera- 
tions given 


Par  t:Ju» 
acquired 


Common  slock: 

Cash  

Advances  .-. 

Properties  acquired  and  transferred  

securities  of  otber  companies. 
Character  of  considerations 
Preferred  stock,  advances  

Total  


$16,700 
3, 872, 700 
380. 050 
81,000 
74,200 
5.  0O0.  000 


8, 424, 740 


$17,  TOO 
S.J47.70) 

1*3,  fOJ 

5,oeo.*c 


v.  urn,  o» 


The  carrier  also  charged  to  its  road  and  equipment  Investment  account 
$589,100  as  the  cost  of  acquiring  the  property  of  the  Cherry  Valley,  Sharon 
and  Albany  Railroad  Company.  This  amount  consisted  of  a  like  amount 
of  that  company's  capital  stock  and  funded  debt,  which  the  carrier  had 
previously  acquired  for  the  following  considerations : 


Recorded  considerations 

Recorded 
value  of 
considera- 
tions given 

Par  v*1ij» 
acquired 

Capital  stock: 

$25,000.00 
6,000.00 
200.00 

83.350.00 
174,062.50 

200.00 

101.070.00 
108, 920.ee 

Funded  debt: 

Total  

287,612.50 

589, 100.00 
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ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  and  used 
by  the  carrier  can  not  be  determined  from  the  obtainable  records.  The 
carrier  acquired  90.058  miles  of  road  by  construction,  10.200  miles  by  pur- 
chase, and  approximately  242  miles  by  merger  of  the  property  of  other  com- 
panies. Of  the  latter  there  are  no  accounting  or  other  records  of  the  costs  of 
151  miles  or  road  originally  built  by  the  predecessor  companies.  For  the 
remaining  mileage,  and  for  additions  and  betterments  made  by  the  carrier 
to  the  entire  mileage,  the  data  on  the  outlay  for  creating  and  improving  the 
property,  exclusive  of  equipment,  are  as  follows: 

Road: 

Recorded  money  outlay  $34,272,986.01 

Investment  securities   318, 000. 00 

Less  whatever  part  of  the  above  is  represented  by  road 
abandoned  and  written  off  to  profit  and  loss  at  an  esti- 
mated cost  of._  _  __  270,000.00 

Equipment,  recorded  money  outlay,  verified  cost  of  20,279  units 

of  equipment  out  of  20,295  units  returned  by  the  carrier.  25,540,964.00 

The  constituent  parts  of  the  gross  outlays  for  road,  listed  according  to  the 
companies  under  which  they  were  made,  are  as  follows : 

Carrier : 

Recorded  money  outlay   $26,191,951.20 

Investment  securities  exchanged  at  book  value   318,000.00 

Less  road  abandoned  and  written  off  to  profit  and  loss  at 

an  estimated  cost  of   270,000.00 

Equipment,  recorded  money  outlay,  verified  cost  jof  20,279 
units  of  equipment  out  of  20,295  units  returned  by  the 

carrier  __     25,  540,  964. 00 

The  Adirondack  Railway  Company,  recorded  money  outlay...  215,787.08 
Schenectady   &   Duanesburgh   Railroad   Company,  recorded 

money    outlay   166,954.80 

The  New  York  &  Canada  Railroad  Company,  recorded  money 

outlay   7, 698,  292. 93 

In  addition  to  the  above,  the  published  reports  of  certain  regulation  bodies 
of  the  State  of  New  York  show  the  following  outlay  for  road  constructed  by 
predecessor  companies,  for  which  there  are  no  accounting  records: 

Adirondack  Company   $2,619,412.53 

The  Lake  Ontario  &  Hudson  River  Railroad  Company   3,420,899.35 

The  Schenectady  &  Susquehanna  Rail  Road  Company   600,000.00 

The  Plattsburgh  &  Montreal  Rail  Road  Company   441,129.56 

The  Cherry  Valley,  Sharon  &  Albany  Railroad  Company   589, 100. 00 

The  foregoing  outlays  may  include  the  cost  of  lands  classified  as  nonearrier 
and  as  partly  carrier  and  partly  nonearrier.  They  may  also  include  an  in- 
determinable amount  representing  that  part  of  the  cost  of  property  abandoned, 
sold,  or  destroyed,  in  excess  of  the  credits  made  to  the  account  for  salvage, 
proceeds  from  sale,  and  loss  from  such  property. 

Cost  of  lands.— The  carrier  reports  the  original  cost  of  all  lands  owned, 
including  both  carrier  and  nonearrier,  as  $5,991,808.23.     In   verifying  the 
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carrier's  returns  a  net  deduction  of  $263,185.64  was  made  as  not  property 
constituting  land  costs.  The  resulting  balance  of  $5,728,622.59.  made  up  in 
part  of  costs  supported  by  accounting  records  and  In  part  of  substantial  deed 
considerations  and  other  amounts,  which  the  carrier  claims  to  represent  costs 
but  which  are  not  supported  by  accounting  records,  may  be  classified  as  fol- 
lows: 


Cliisslflcntion 

Costs  sup- 
ported by 

Aroountitot 

FUpptJCttd 

by  acwWi*- 

Carrier  lands  owned  mid  u*ed: 

t2  37K493  23 
6C8.0O8.91 
4,  SO 

1221  00&8J 
17  MO 

2,110.00 

ToUl    

3,0.-50.049.94 

Ml.ZS.-7i 

Owned  but  not  used,  leased  to  Now  York,  Onl:irio  und  Wo.icrn  Railway 

11,700.00 
1.75 
825.00 

Jointly  owned  and  used  with  the  Rensselaer  mid  S^nto-n.  in  New  York.. 

Rights  Id  private  lunds,  owned  and  used: 

3. 100. 00 
2,  773. 00 

1. 100* 

Attendiint  costs  not  assim-.ble  v«  between  the  foregoing  rights  in  public 
domain  ana  r \% nis  in  [ ir.  v  to  i;iri ' 
In  New  York  

5,87,S.OO 

1.MW.DC 

11,  *57.  25 
2.07O.&3 

Noncurrier  kind*  owned; 

13,637.88 

1, 825.01 
— .  ■  

870,  434.  CM 
33.0.^.15 

I.CO-1.0Q 

a,  too  oo 

C.':6.7'.H.  W 

In  New  Jcr  ey  

Told  _    

i..'«l,wa.r.9  i  M,**-"* 

Land.';  ■.■Unified  :.s  p.nly  c.-.rrier  ^iiid  partly  noisv.trrier: 
In  Now  Yor*    

16.  SW* 

179,  4SV  41 

Total.  

7S-.W2.38 

Co*<  o,*  equipment. — The  carrier  reports  20,295  units  of  equipment,  452  units 
of  roadway  machines,  and  certain  machinery  us  owned  and  used  on  date  of 
valuation  and  as  costing  $32,152,926.26.  A  check  of  the  carriers  return  indi- 
cates that  the  following  changes  should  be  made : 


Description 

Units 

Amocnt 

Deductions: 

15 
1 

$149.  t»« 

1  V3.C0 

A  50 

16 

153.  » 

S'ifiO.10 
M.0U0-09 
V7,5e8.» 

lT 

After  making  the  above  adjustments,  the  carrier's  return  is  summarized  as 
follows : 
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Units 


Costa  sup- 
ported by  ac- 
counting 


Amounts 
not  sup- 
ported by 
accounting 


EQufpmpntr 

8ten:n  locomotives  

Freight  train  cars  

Par^enjrer-train  cars  

Motor  equipment  of  cars. 
Work  MUipment  


472 

462 
1 

500 


$7.  669,  235.  00 
15.  801,  501.00 
1.681.530.00 
25.217.00 
463,481.00 


$636,  290  00 

3,1*1,510.00 
847, 316.  <X) 
202.00 
349.  755.00 


Total. 


20.27*     23,  540. 964. 00  4,994,073.00 


Machinery: 

Kondway  machines  

Other  expenditures,  road. 

6  hop  machinery  

Power-plant  machinery.. 


452 


fi<yvt  oo 

8,828.21  i 
772,  514. 17  I 
178.  180.  84 


43,  478.  00 
1, 08fl.  31 
440,418.2:1 
68,302.00 


Total  . — ............. 


482  | 


960,  433.22 


553,  887.  54 


There  Is  included  in  the  above  statement  one  nnit  of  motor  equipment  of 
cars  with  $25,217  in  costs  as  supported  by  accounting  records,  and  $202  of 
costs  estimated  by  the  carrier,  which  Is  included  in  the  Inventory  as  owned 
bnt  not  used,  for  the  reason  that  this  unit  is  leased  to  and  used  exclusively 
by  Carolina,  Clinchfleld  and  Ohio  Railway. 

IMPROVEMENTS  ON  LEASED  RAILWAY  PROPERTY 

The  carrier  has  recorded  expenditures  aggregating  $19,500.01  for  improve- 
ments to  its  leased  railway  property,  covering  money  outlay  on  property  of 
the  Chateaugay  and  Lake  Placid.  In  addition,  its  accounts  record  other 
amounts  purporting  to  cover  improvements  on  leased  railway  property  which 
were  charged  as  follows : 


Albany  and  Suaquehnnna  

Rensselaer  Saratoga  

Rome  and  CUntou  Railroad  Company  und  The  Utlea,  Clinton  and  Bing- 


To  investment 
in  rood  and 
equipment 


haraton  Riiilrond  Company  

Coal  and  Iron  Company. 


Total  


$3.  423.  ^2.  54 
1,884.  170.21 


3, 998, 388.  35 
241.1S2.09 


9,457,623.19 


To  profit 
ami  loss 


147, ff'fl.  39 
1.078.6.S8.30 

100, 97a  87 

 isaxw 


1,230.179.50 


The  amount  charged  to  improvements  on  Hie  railroad  of  the  Northern  Coal 
and  Iron  Company  is  the  exact  amount  shown  on  the  general  balance  sheet 
of  the  latter,  on  date  of  valuation,  as  representing  its  investment  in  road  and 
equipment.  The  amount  expended  on  the  Union  Railroad  extension  was  made 
during  the  time  this  extension  was  n  part  of  the  property  of  the  Baltimore 
Coal  and  Union  Railroad  Company,  which  subsequently  was  merged  with  the 
Northern  Coal  and  Iron  Company. 

MISCELLANEOUS  PHYSICAL  PROPERTY 

The  balance  in  the  miscellaneous  physical  property  account  of  the  carrier  on 
date  nf  valuation  was  $10,280,804.44,  the  greater  part  of  which  is  representative 
of  its  coul-mining  activities  as  Indicated  in  the  following  summarization: 

Coal-mining  department: 

Coal  lands  and  real  estate  $0, 045,  020. 39 

Other     1.  G94,  582.  73 

116  I.  C  C.    a*.  12 


Digitized  by  Google 


092  INTERSTATE  COMMERCE  COMMISSION  R 


Other  miscellaneous  physical  property: 

Real  estate  at— 

Weehawken,  N.  J.__   


Buffalo,  N.  Y  

Utica,  N.  Y  


Chicago,  111  

Battle  Creek,  Mich  

Other  


$58,  238.  89 

1,  605,  270.  50 
240, 629.59 
28,  612. 60 
4, 973. 99 
900.00 
2,  629.  75 


$1,941,255.32 

Total     10,  280.  864.  44 

We  have  classified  certain  lands  reported  by  the  carrier  as  used  for  non- 
carrier  and  for  partly  carrier  and  partly  nonoarrier  purposes,  and  it  is  not 
known  to  what  extent  the  above  charges  apply  to  these  lands. 

INVESTMENTS  IN  OTHER  COMPANIES 

The  carrier's  recorded  investments  In  the  securities  of  other  companies 
on  date  of  valuation  are  as  follows: 


Investment 


Stocks  

Bonds   

Miscellaneous. 
Advance*  


Total. 


AffiHited 


$23.  504.  733.  ,17 
\>20, 900.  00 


10.  371.  444.  50 


Other 


SI.  414.  410.  30 
4,213,455.11 
"16.  OS 
73,052.78 


Total 


$24,919.  143.  F7 
S,  134,355.  11 
- 

19,  447.  497.  2S 


43.  800,  078.  07 


6,  701,  634.  27       49.  601.  712.  34 


Securities 


Par  value 


Book  value 


Stock*,  unpledged 

Affiliated  companies,  carrier: 

Chatenugay  and  Lake  Placid,  preferred   

ChAtenupiy  and  Lake  Placid,  common  

Northern  Cool  and  Iron  Company   

The  Coopers  town  and  Charlotte  Valley  of  1891  

Albany  and  Susquehanna  

Greenwich  and  Johnsonville    

Nnpierville  Junction  Railway  Company  

The  Quebec,  Montreal  and  Southern  Hallway  Company. 

Schoharie  Valley  Railway  Company    

Wilkrs-Barre  Connecting  

Platlsburgh  Traction  Company   

Schenectady  Railway  Company  

Troy  and  New  England  Railway  Company  

United  Traction  Company  


Affiliated  companies,  nonenrrier: 

The  Cbateaugay  Ore  and  Iron  Company,  first  preferred  

The  Chateaugay  Ore  and  Iron  Company,  second  preferr-1.. 

The  Chateaugay  Ore  and  Iron  Company,  common  

The  Hudson  Coal  Company  


Kingston  Realty  Company  

The  Northern  New  York  Developm 

Total  


ent  Company.. 


Nonaffiliated  companies,  carrier 

Albany  and  Susquehanna  

Rensselaer  ami  Sarntoga  

Ticonderoga  Railroad  Y.'.Y.'.'.'.'."'. 

The  Cham  plain  Transportation  Company 

The  New  Jersey  and  New  York  Railroad  Company. 

Rome  and  Clinton  Railroad  Company  


Total  


$3,000,000 

•«  -.>».)  un 

75,000 

1.00 

1,500.000 

1.500.000,00 

45,000 

1.00 

2SS.300 

9.04K  30 

225,000 

225,000.  00 

GOO.  000 

566,700  3d 

1,000.000 

L  00 

100,000 

75.OOOO0 

91,300 

91.3OO00 

100,000 

27,400.  u 

2, 050, 000 

X  050.  OOll.  00 

179.980 

44.717.52 

12.  499, 600 

12,499.600,00 

21.734,  ISO 
!•-    •  =  

20,  OsO.  729.  57 

360,800 

1.00 

319. 850 

1.00 

8,4oaoo!:S 

5.000 
10.000 

fcoouw 

10  000. 00 

5,445.650 

450,000 

800,000 

soaouiai 

3,400 

3.864.02 

62.050 

K3.91L11 

10.800 

1.00 

14,  100 

21.  ira.  50 

1.33a  350 

1.358,938.63 
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Securities 

 •  

Stortt  unpledged  continued 

Nonaffiliated  companies,  noncarrier: 

Scranton  Textile  Company  

United  States  Hotel  Company  

The  Bluff  Point  Land  Improvement  Company 

Scranton  Pump  Company  , 

Laurel  Run  Turnpike  Company.. 
Bangor  Union  Flat©  Company. 

Total  


Par  value 


Book  value 


$150.00 
27,703.00  | 
222, 300.  00  | 
91.20 
1,  600.00 
7,100.00 


258,844.20 


$1.00 

1.00 
M.  466.87 

1.00 
1.00 


65,471.67 


28,760.024.20  24.010,143.87 


carrier: 

Olcns  Fall's,  Sandy  Hill  4  Fort  Edward  Rail  Road  Company. 
Oleus  Falls.  Sandy  Hill  A  Fort  Edward  Rail  Road  Company. 

Pittsburgh  Traction  Company   

Stillwater  6  Mechanicsville  Street  Railway  Company  

Stillwater  &  Mechanicsville  Street  Railway  Company   

Troy  and  New  England  Railway  Company... 


100.000. 00 
SO,  000. 00 
24,000.00 

m  MM  H 

47,500  00 


Total. 


— 


Affiliated  companies,  noncarrier,  The  Chateaugay  Ore  and  Iron  Company 

Nonaffiliated  companies,  carrier: 

Albany  and  Susquehanna   

The  Champlain  Transportation  Company  —  

The  Lake  George  Steamboat  Company  


.VM.tMl  W 
336,  W0. 00 





3, 556, 000.  00 
250, 000.00 
20,1 




Nonaffiliated  companies,  noncarrier: 

The  Fort  William  Henry  Hotel  Company 


The  Fort  William  Henry  Hotel  Company  

The  BlufT  Point  Land  Hnprovemcnt  Company. 
The  Bluff  Point  I>and  Improvement  Company. 

Carbondale  Oas  Company  

City  of  New  York,  corporate  stock  





..... 


45,000.00 


Total. 


013,000.00 


Bonds  and 


Afitctllo  MNH 
on  real  estate  


716.08 


Affiliated  companies,  carrier: 

Northern  Coal  and  Iron  Company  ........  

Cooperstown  and  Charlotte  Valley  of  18'J1   

The  Quebec,  Montreal  and  Southern  Railway  Company. 

Greenwich  and  Johnson ville. ..........  ......... 

Naplerville  Junction  Railway  Company   ...... 

Schoharie  Valley  Railway  Company  

United  Traction  Company    

Troy  and  New  England  Railway  Company  

Pittsburgh  Traction  Company.. ....  ..   

Hudson  Valley  Railway  Company  


100,000.00 
50,000.00 
24,000.00 

m  no.  n 

47,500  00 


RBI  OTA  00 


>  3, 455, 000. 00 
130.833.83 


3, 605, 833.  33 


4o,  m  00 

27.!.  000  W 
27.346.  78 





iSSSoo 


607,  621. 78 


5,134,355.11 


no,  oo 


,357. 01 


6,200.00 
13,075. 17 
792,277.03 

:o,  331.  54 

44,22179 
1. 67Z  822. 84 
1. 134.828.55 


Total. 


11,194.118.06 


Affiliated  companies,  noncarrier: 

The  Chnteaugay  Ore  and  Hon  Company  

The  Northern  New  York  Development  Company . 

Shanferoke  Coal  Company  

Schuylkill  Coal  and  Iron  Company  «.  


Total 


J  companies,  carrier: 

Ticonderoga  Railroad  

The  Troy  Union  Rail  Road  Company. 

Qrand  total  

Total  Investment  In  other  companies  


1,848,  .moo 
644, 505. 91 
3.328,738.28 
2,358,522.25 


8.180,326.44 


49.057.35 
23, 1*5. 43 


73,052.78 


1<»,4<7,4'.<7.ZS 
49, 301. 71*34 
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LEASED  RAILWAY  PROPERTY 

The  following  statement  gives  the  details  of  property  leased  from  and  to 
other  companies,  together  with  the  terms  of  the  use  and  the  amount  of  rental 
accrued  for  year  ending  on  date  of  valuation : 


Property  of  other i  Uated  to  the  carrier 

Albany  and  Susquehanna: 

Albany  to  Binghamton,  N.  Y  

Leased  in  perpetuity  from  Fcbrunry  24,  1870.  annual  rental,  9  per  cent 
on  capital  stock,  interest  on  funded  debt,  and  11,000  for  organization 

expenses  

Rensselaer  and  Saratoga: 

Watcrford  Junction  to  Ballston  8pn,  N.  Y  

Green  Island  to  Watcrford  Junction, 

Watcrvliet  to  Troy,  N  Y  

Saratoga  Springs  to  Lake  Station,  N.  Y 

Fort  Edward  to  Lake  Geo  rye,  N'.  Y     

Whitehall  to  State  Line,  X.  Y  

Eagle  Bridge  to  State  Line,  N.  Y  

State  Line  to  Castleton.  Vt  

Castleton  to  Rutland.  Vt  


N  Y 




in  perpetuity  from  May  I,  JR7I,  annual  rental,  8  per  cent  on 
capital  stock,  interest  on  funded  debt,  and  $1,000  for  organization 

expenses  

Albany  and  Vermont: 

Albany  to  Watcrford  Junction,  N.  Y  

1  •  >•»-■  i  in  perpetuity  from  June  12,  I860,  to  the  Rensselaer  and  Saratoga 

and  assigned  to  the  carrier  June  15,  1871,  annual  rental  120.000  

Saratoga  and  Schenectady: 

Schenectady  to  Saratoga  Springs,  N.  Y  

Leased  for  15  years  from  January  1,  1851,  to  the  Rensselaer  and  Sara- 
toga, in  perpetuity  from  July  1,  1880.  to  the  same  company,  and 

assigned  to  the  cwrier  June  15.  1871,  annual  rental  

Rutlaud  and  Whitehall: 

New  York-Vermont  State  line  to  Castleton,  Vt  

Leased  in  perpetuity  from  February  1,  1870,  to  the  Rensselaer  and 
Saratoga,  and  assigned  to  the  carrier  June  5,1871,  annual  rental,  0  per 

cent  on  capital  stock  and  $150  for  organization  expenses  

Northern  Coal  and  Iron  Company: 

Green  Ridge  to  Wilkes-narre,  and  branch  lines  in  Pennsylvania  

Leased  in  perpetuity  from  December  1,  1873,  annual  rental,  interest  on 
funded  debt,  and  retires  the  same  at  maturity;  maintains  and  oper- 
ates the  property,  pays  all  taxes,  and  includes  the  results  of  opera- 
tions in  its  own  income  account,  rent  for  year  ended  on  date  of  valua- 
tion not  slated  

Ticonderoga  Railroad: 

Ticonderoga  to  Ticonderoga  Junction,  N.  Y  

Leased  to  the  carrier  from  date  opened  for  operation  for  term  of  cor- 
porate existence  under  agreement  dated  August  13,  1880;  the  carrier 
maintains,  manages,  and  operates  the  property  and  is  permitted  to 
retain  25  per  cent  of  the  gross  earnings;  pays  all  taxes,  Interest  on 
funded  debt,  appropriations  not  to  exceed  $1,000  per  annum  to  estab- 
lish a  sinking  fund  to  retire  the  funded  debt,  etc.,  and  dividends  on 

the  stock  not  to  exceed  5  per  cent  

Chateaugay  and  Lake  Placid: 

Lake  Placid  to  Dannemora,  N.  Y  

Leased  for  500  years  from  January  1,  1903.    Annual  rental,  4  per  cent 

on  preferred  stock,  interest  on  funded  debt  

Plattsburgh  and  Dannemora: 

Dannemora  to  Bluff  Point,  N.  Y  

Leased  for  100  years  from  July  1,  1879,  to  the  Chateaugay  Railroad 
Company  and  assigned  to  the  carrier  on  January  1,  1903,  annual 
rental,  free  transportation  of  officers  and  supplies  for  the  State  prison 
st  Dannemora,  and  the  payment  of  $1  yearly  

Proprrtf  of  other*  leated  to  the  carrier  and  lulleased  to  other* 

Rome  and  Clinton  Railroad  Company."  Clinton  to  Rome,  N.  Y  

The  Utica,  Clinton  and  Binghamton  Railroad  Company: « 
Randallsville  to  Utira,  N.  Y 


1Z273 





Ml.  one. 


I  II 


2a  son 


8.833 


The  properties  of  Rome  and  Clinton  Railroad  Company  and  The 
UUca,  Clinton  and  Binghamton  Railroad  Company  arc  leased  in 
perpetuity  from  May  28,  1888.  annual  rental.  183,875;  subleased  to 
New  York.  Gntario  and  Western  Railway  Co  p  iny  for  3.">  years 
from  June  1.  1886,  at  an  annual  rental  of  $75,000  to  April  30.  1J08; 
thereafter  20  per  cent  of  the 
Payable^.  ... — .  


.6S7 


63.  465 


11.750 


15,4/-' 


16.336 


12  831 
31.269 


4.M9  31 



128. 741. » 


83.87.V00 
64.721.W 


>  The  accounting  reports  of  these  two  lessor  companies  havo  been 
Ontario  and  Western  Railwoy  Compaoy. 


a  part  of  the  report  on  New  York. 
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Trackage  rightt. — In  addition  to  the  property  leased  or  operated  as  agent,  the 
carrier  is  granted  the  use  of  the  property  of  other  companies,  and  grants  the  use 
of  its  property  to  other  companies,  as  follows : 


Boston  and  Maine  Railroad.. 


The  Central  Railroad  Company  of  New 
Erie  Railroad  Company  

Uhigh  Valley  Railroad  Company  

The  Troy  Union  Rail  Road  Company.. 
Wilkes-Barre  Connecting  

Tot&l-  -  --  ----------- 

Grant 

Boston  and  Maine  Railroad. 


The  Central  Railroad  Company  of  New  Jersey. 

Clarendon  &  Pittsford  Railroad  Company  

The  Delaware,  Lackawanna  6t  Western  Rail- 
road Company. 

Erie  Railroad  Company  

The  Grand  Trunk  Railway  Company  of  Canada. 

The  Lehigh  Coal  and  Navigation  Company, 
The  Central  Railroad  Company  of  New  Jersey, 
lessee. 

Lehigh  Valley  Railroad  Company.  

Napierville  Junction  Railway  Company  

The  New  York  Central  Railroad  Company.... 


Troy  and  F.a*le  Bridge,  N.  Y  

Mechanicville  and  Eagle  Bridge,  N.  Y... 

Crescent  and  Coons.  N  Y 

Coons  and  West  End  Mechanicville,  N.  Y 

Hudson  and  Union  Junction,  Pa  

Carbondale  and  Jefferson  Junction,  Pa.— 

Binghamton  and  Owego,  N.  Y  

South  Wilkes-Barre  and  Wilkes-Barre,  Pa. 

In  city  of  Troy,  N.  Y  

Bottom  ood  and  Hudson,  Pa  


TotJil  _  _  -  --  •-  -•--•—*--- 


Albany  and  Troy,  N.  Y  

Mechanicville  and  West  End,  N.  Y   

Crescent  and  Coons.  N.  Y  

Plymouth  Junction  and  South  Wilkes-Barre. 

At  West  Rutland.  Vt  

Vine  Street,  Scranton,  and  MarTln  Colliery 
Pa. 

Avoca  and  Carbondale,  Pa  

Mooers  Junction  and  New  York-Canada  line, 

(Hudson  and  Union  Junction,  Pa   

|  Union  Junction  and  Mlnooka  Junction,  Pa... 

Avoca  and  Mooslc,  Pa  

Rouaes  Point  and  New  York-Canada  line.N.Y. 
Kenwood  Junction  and  Colonie,  N.  Y  

Lake  Placid  and  Saranac  Lake,  N.  Y  

Buttonwood  and 
branch,  Pa. 


22.04 
19.43 

6.80 
1.90 
1.34 
35.01 
22.00 
1.62 


6.04 


117.21 


8.00 
.98 
6.80 
l.flJ 

2.67 
1.63 

24.08 

2.00 


1.34 
9.61 

2.30 
1.10 
6.00 
10.08 
1.57 


80.38 


Predecessors  of  the  Carrier 

This  Adirondack  Railway  Company 


At  its  demise  The  Adirondack  Railway  Company  owned  and  operated  a 
single-track  standard -gauce  railroad,  extending  from  a  connection  with  the 
railroad  of  the  carrier  at  Saratoga  Springs  In  a  northerly  direction  to  North 
Creek,  N.  Y„  about  57.307  miles. 

CORPORATE  HISTORY 

The  Adirondack  Railway  Company  was  incorporated  July  7,  1882,  under 
the  general  laws  of  New  York,  and  is  a  reorganization  of  the  Adirondack 
Company.  The  property  of  the  latter  was  sold  under  foreclosure  proceedings 
and  conveyed  to  William  W.  Durant,  Wlllinm  Sutphen,  and  others  on  October 
21,  1881,  and  conveyed  by  them  to  The  Adirondack  Railway  Company  on  No- 
vember 24,  1882.  On  November  5,  1902.  the  property  of  The  Adirondack  Rail- 
way Company  was  merged  with  that  of  the  carrier. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  property  acquired  by  The  Adirondack  Railway  Company  consisted  of 
the  lands  that  had  been  acquired  by  the  Adirondack  Company  from  the  State 
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of  New  York,  and  a  railroad  that  was  constructed  during  the  years  1865  to 

1871.  The  Adirondack  Railway  Company  was  relieved  from  an  obligation  to 
construct  its  railroad  beyond  North  Creek,  by  a  certificate  of  the  Board  of 
Railroad  Commissioners  of  New  York,  dated  May  9,  1882. 

HIBTOBY  OF  CORPORATE  FINANCING 


The  capital  stock  and  the  several  classes  of  long-term  debt  issued  and 
retired  are  here  stated,  with  the  amount  of  each  outstanding  on  November  5, 
1902,  the  date  of  demise : 


Description 

Originally 

ISBlNXl 

Retirements 

Outstanding 

U  600,  000.  00 
J,  Mi.  037. 73 

$2,60X000 
1,000,000 

Fun  tied  dftbt  .••.•.••••..•.........*..•*•..••.•••••••••*-* 

Total  

$1,  Ml.  037. 75 

M61.S37.75 

1,  M1.G37.7A 

3,600,000 

Capital  stock. — The  authorized  capital  stock  was  $4,000,000,  divided  into 
shares  of  $100  each.  Of  this  amount,  $2,600,000  was  Usued  at  par  to  the  bond- 
holders and  stockholders  of  the  Adirondack  Company  in  the  acquisition  of  the 
property  of  that  company,  In  accordance  with  the  agreement  of  reorganization 
dated  April  30.  1880. 

Funded  debt. — The  Adirondack  Railway  Company  assumed  two  issues  of 
funded  debt,  both  of  which  were  retired,  and  Issued  one  series  of  funded  debt 
that  wa.s  outstanding  on  the  date  of  demise: 

(a)  Prior-mortgage  account,  assumed  and  retired,  $75,000.  The  details  of 
this  issue  were  not  obtainable.  It  was  assumed  by  the  Adirondack  Railway 
Company  as  a  part  consideration  for  the  property  of  the  Adirondack  Company, 
and  was  apparently  a  first  lien  given  to  the  trustees  for  the  bondholders  and 
creditors  of  the  Adirondack  Company.  It  was  retired  January  7,  1889,  by  the 
exchange  of  the  same  amount  of  cash. 

(6)  Trustees  certificates,  30-year  6  per  cent,  dated  April  30,  1880,  assumed 
and  retired,  $1,480,637.75.  These  certificates  were  authorized  not  to  exceed 
$1,500,000  under  the  reorganization  agreement  of  the  stockholders,  bondholders, 
and  creditors  of  the  Adirondack  Company,  dated  April  30,  1880.  Under  the 
plan  proposed  by  the  agreement  the  trustees  were  authorized  to  issue  their 
certificates  to  the  stockholders,  bondholders,  and  creditors  of  the  Adirondack 
Company  upon  the  surrender  of  their  stocks,  bonds,  and  claims  In  the  follow- 
ing manner: 

The  trustees  agreed  to  Issue  their  certificates  to  the  bondholders  of  the 
Adirondack  Company  In  the  proportion  of  $100  of  certificates  for  each  $200 
of  the  bonds  surrendered.  Of  the  certificates  so  Issued,  50  per  cent  were  re- 
deemable In  second-mortgage  bonds  and  50  per  cent  in  capital  stock  of  the 
Adirondack  Railway  Company  at  par.  The  trustees  agreed  to  issue  their  certifi- 
cates to  the  stockholders  of  the  Adirondack  Company  in  the  proportion  of  $100 
of  certificates  for  each  $1,000  of  the  stock  surrendered.  Such  certificates  were 
redeemable  in  the  capital  stock  of  The  Adirondack  Railway  Company  at  par. 
The  trustees  agreed  to  issue  their  certificates  to  the  creditors  of  the  Adirondack 
Company  in  the  proportion  of  $100  of  certificates  for  each  $200  of  claims  sur- 
rendered. Of  the  certificates  so  Issued,  50  per  cent  were  redeemable  in  second- 
mortgage  bonds  and  50  per  cent  In  capital  stock  of  The  Adirondack  Railway 
Company  at  par. 
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A  total  of  $1,486,637.75  of  certificates  were  Issued  in  the  manner  Indicated, 
the  liability  for  which  was  assumed  by  The  Adirondack  Railway  Company  as 
part  cost  of  acquiring  the  property  of  the  Adirondack  Company.  Of  this 
amount  a  par  value  of  $1,479,033.08  was  retired  during  the  years  1889  to  1896 
with  $739,516.49  cash  advanced  by  the  carrier.  The  profit  of  $739,516.95  ac- 
cruing to  The  Adirondack  Railway  Company  in  this  connection  was  credited 
to  the  latter's  profit  and  loss  account.  At  June  30,  1902,  the  balance  of 
$7,604.67  outstanding  In  this  account  was  canceled  by  a  further  credit  of  a  like 
amount  to  profit  and  loss. 

(c)  First-mortgage  4  Vu  per  cent  50-year  gold  bonds,  dated  March  1,  1892, 
issued  and  outstanding.  $1,000,000.  A  total  amount  of  $2,000,000  was  authorized 
for  the  purpose  of  retiring  the  trust  certificates  and  other  obligations  of  The 
Adirondack  Railway  Company.  Under  authority  of  the  stockholders,  $1,000,- 
000  of  these  bonds  were  delivered  to  the  carrier  and  sold  by  them  for  $987,500 
cash.  The  latter  was  reimbursed  from  these  proceeds  for  the  $739,516.59 
previously  advanced  to  retire  trustees'  certificates  and  the  balance  turned  over 
to  The  Adirondack  Railway  Company.  The  latter  charged  its  profit  and  loss 
account  with  the  $12,500  of  discount  incurred  in  the  sale  of  Its  bonds.  In 
addition  to  the  discount  mentioned  above,  there  were  other  expenses  amounting 
to  $1,050  for  engraving  bonds  which  was  charged  to  income. 

Vote*  payable. — In  addition  to  the  foregoing  securities,  The  Adirondack  Rail* 
way  Company  issued  short-term  notes  for  temporary  financing  to  the  amount 
of  $301,214.66,  of  which  $127,437.19  were  renewals  of  notes  due.  The  con- 
siderations received  for  the  balance  were  $123,077.47  cash  and  $50,000  for 
construction  of  property.  The  total  amount  of  $301,214.66  outstanding  was 
subsequently  retired  with  a  like  amount  of  cash. 

RESULT  OF  CORPORATE  OPERATION 

Income  account. — The  income  account  of  The  Adirondack  Railway  Company 
for  the  period  November  24,  1882,  to  June  30,  1902,  is  stated  as  follows: 


Operating  income: 

Railway  operating  revenues  $3,200,252.78' 

Railway  operating  expenses   2,377,967.19 


Net  revenue  from  railway  operations   822, 285. 59 

Railway  tax  accruals   115,775.55 


Railway  operating  Income   708,510.04 

Nonoperating  income: 

Hire  of  equipment  $4,  783.  75 

Miscellaneous  rent  income   3,  234.  73 

Income  from  unfunded  securities  and  accounts      39,  500. 97 

Miscellaneous  Income   5, 519. 34 


Total   53,  038.  79 


Gross  income   ToU,  548.  83 

Deductions  from  gross  income: 

Interest  on  funded  debt  —      493, 0G3.  86 


Income  balance  transferred  to  credit  of  profit  and  loss —  2G6, 484. 97 
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Pro/It  and  las*  account. — The  profit  and  loss  account  of  the  The  Adirondack 
Railway  Company  follows: 

Credits: 

Net  income  transferred  from  income  account   $260,484.97 

Miscellaneous  credits — 

Balance  transferred  from  trustees   $5,  056. 87 

Cancellation  of  balance  sheet  accounts   23,876.61 

Excess  of  par  over  amount  paid  In  the 

retirement  of  trust  certificates   739, 516. 59 

Trustees'  certificates  written  off   7, 604.  67 

  770, 954. 74 

Debit  balance  at  June  30,  1902   439,425. 11 

Total   1,482, 864.  82 

Debits,  miscellaneous  debits: 

Uncollectible  accounts   $160.98 

Cancellation  of  balance  sheet  accounts   19, 020. 66 

Expenditures  for  rails   14,614.30 

Debt  discount  extinguished  through  surplus..  12,  500. 00 

Investments'  in  securities  written  off   4,  200.  00 

Depreciation  of  equipment   92, 372. 42 

Depreciation  of  shops  and  supplies   1, 601. 26 

Excess  of  equity  in  lands  over  cash  proceeds 
from  the  sale  of  such  lands   1, 338. 395. 20 

Total   __  1,482.864.82 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

On  date  of  demise,  the  road  and  equipment  investment  account  of  The  Ad- 
irondack Railway  Company  carried  a  balance  of  $2,835,199.61,  which  had  been 
established  as  follows: 
Road  acquired,  Adirondack  Company : 

Capital  stock  issued  $2, 600.  000. 00 

Funded  debt  assumed- 
Trustees'  certificates   $1, 486.  637. 75 

Prior  mortgage  account   75, 000. 00 

  1.561,637.75 

Total     4, 161,637.75 

Additions  and  betterments,  money  outlay   223, 008. 47 

Total.    4, 384, 644.  22 

Proceeds  from  sales  of  land     $145,  250.  00 

Proceeds  from  sales  of  old  rails   7, 210. 39 

Excess  of  equity  in  so-called  "  wild  lands " 
over  proceeds  from  sale  written  off  to  profit 

and  loss     1, 338, 395. 20 

Value  ascribed  to  equipment  acquired  with  the 
property  of  the  Adirondack  Company  and 
transferred  to  the  Rensselaer  and  Saratoga 
upon  merger  of  The  Adirondack  Railway 
Company  with  the  carrier   58,  5 so.  02 


1,  549.  444.  01 


Net  investment  in  road  and  equipment   2, 835, 199. 61 
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This  balance  would  comprise  the  following  classes  of  elements : 

Money  outlay      $223,006.47 

Outlay  In  securities: 

Capital  stock  issued,  par  value      2, 600. 000.00 

Funded  debt  assumed,  par  value   1, 561, 637.  75 

Less — 

Cash  proceeds  from  sales  of  land  and  materials   152,  409. 30 

Deductions  not  assignable  specifically  to  any  one  or 

more  of  the  classes  of  outlay  stated  above   1,  396, 975. 22 

ORIGINAL  COST  TO  DATE 


The  original  cost  to  date  of  demise  of  the  common-carrier  property  owned  by 
The  Adirondack  Railway  Company  can  not  be  ascertained,  owing  to  the  absence 
of  the  accounting  records  of  its  predecessors  and  those  of  the  contractors  who 
constructed  the  original  road.  The  Adirondack  Railway  Company  constructed 
no  road  but  made  certain  additions  and  betterments  to  the  property  acquired 
from  its  predecessors. 

Certain  published  reports  of  the  State  of  New  York,  hereinafter  referred  to, 
show  that  the  earliest  predecessor.  The  Lake  Ontario  and  Hudson  River  Rail- 
road Company,  had  an  investment  in  road  and  equipment  of  $3,675,858.07.  which 
included  $76,639.32  of  discount  on  sale  of  bonds.  The  balance  of  $3,599,219.35 
was  divided,  $3.120,S99.35  to  road  and  $178,320  to  equipment.  The  records 
indicate  that  only  a  part  of  the  grading  for  the  road  as  projected  had  been 
completed  prior  to  the  demise  of  the  company. 

A  successor  company,  The  Adlrondac  Estate  and  Railroad  Company,  In  the 
published  reports  referred  to,  had  an  Investment  in  road  and  equipment  of 
$283,593.62,  but  it  could  not  be  determined  whether  this  was  additional  to  the 
reported  expenditure  of  the  predecessor  company  or  not.  This  company  did 
some  additional  grading  but  added  nothing  to  the  physical  property  obtained 
from  its  predecessor. 

The  next  succeeding  corporation,  the  Adirondack  Company,  constructed  the 
57.307  miles  of  road  that  was  eventually  merged  with  the  carrier,  at  a  cost, 
as  Bhown  in  the  published  reports,  of  $2,728,692.55.  It  could  not  be  determined 
if  this  amount  included  any  portion  of  the  expenditures  reported  for  the 
two  predecessor  companies.  The  Adirondack  Railway  Company  made  certain 
additions  and  betterments  to  the  completed  road  amounting  to  $215,787.08, 


which  have  been  classified  as  follows : 

Engineering     $6, 630.  76 

Land  and  land  damages   23, 177. 17 

Grading      58,054.34 

Bridges,  trestles,  and  culverts     01,240.71 

Ties   3, 348. 30 

Rails     24,209.35 

Other  track  material   10,  248. 92 

Fencing  right  of  way   —    243.74 

Station  buildings  and  fixtures   1.301.85 

Shops,  engine  houses,  and  turntables   27, 712. 65 

Water  and  fuel  stations   3, 615. 20 

Not  classified     —  3,223.48 


Total       223,006,47 

Less  proceeds  from  the  sale  of  old  rails     7, 219. 39 


Net  additions  and  betterments   215, 787.  08 
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In  addition  to  the  above  the  accounting  records  show  an  expenditure  of 
$14,614.30  for  rails  that  was  charged  to  profit  and  loss.  It  could  not  be  de- 
termined whether  this  was  additional  to  the  above  outlay  or  represented 
renewals. 

The  Adirondack  Railway  Company  acquired  with  the  property  of  the  Adi- 
rondack Company  many  acres  of  so-called  "wild  lands"  in  Essex,  Franklin. 
Herkimer,  Hamilton,  and  Warren  Counties,  which  it  originally  Included  in 
its  investment  in  road  and  equipment.  These  lands  were  disposed  of  in  1887 
and  1889  for  $145,250  cash,  and  the  balance  of  $1,338,395.20  was  written  off 
to  profit  and  loss. 

Adirondack  Company,  Predecessor  of  The  Adirondack  Railway  Company 

INTRODUCTORY 

There  are  no  obtainable  records  of  the  Adirondack  Company,  and  the  la- 
formation  here  submitted  has  been  taken  from  the  laws  of  New  York, 
the  sworn  reports  rendered  by  it  and  published  in  the  M  State  Engineers' 
Reports  on  Railroads,"  the  accounting  records  of  its  successor  company, 
The  Adirondack  Railway  Company,  and  from  the  returns  on  corporate  his- 
tory made  by  the  carrier. 

The  property  of  the  Adirondack  Company  was  operated  from  completion  to 
December  15,  1874,  by  its  own  organisation  and  by  several  receivers;  from 
December  15,  1874,  to  October  21,  1881,  by  Thomas  C.  Durant,  receiver;  and 
from  October  21,  1881,  to  November  24,  1882,  by  Thomas  C.  Durant,  as  agent 
The  details  of  these  operations  are  not  of  record.  The  Adirondack  Company 
passed  through  many  financial  troubles,  resulting  in  the  placing  of  its  af- 
fairs In  the  hands  of  receivers;  and,  under  Judgment  of  foreclosure  apalnst 
it  dated  June  28,  1881,  foreclosing  the  mortgage  of  July  1,  1872,  given  to  the 
New  York  State  Loan  and  Trust  Company,  the  franchise  and  property  were 
sold  to  William  Sutphen  and  W.  W.  Durant  The  property  was  conveyed 
to  them  by  a  deed  dated  October  21,  1881,  and  they  in  turn  conveyed  it  to 
The  Adirondack  Railway  Company  by  a  deed  dated  November  24,  1882. 

CORPORATE  HISTORY 

The  Adirondack  Company  was  a  New  York  corporation  organized  by  the 
purchasers  of  the  property  and  franchises  of  The  Adirondac  Estate  and 
Railrond  Company,  and  was  incorporated  October  24,  1863,  under  the  general 
lnws  of  New  York  and  under  various  special  acts  augmenting  its  rights 
and  privileges.  The  articles  of  association  were  filed  October  24,  1863,  and 
were  amended  March  1,  1871.  Under  the  articles  of  association  and  amend- 
ments, the  corporation  was  to  continue  for  1,000  years,  and  had  for  ita 
purposes  the  acquisition  of  the  property  of  The  Adirondac  Estate  and  Rail- 
road Company,  the  completion,  operation,  maintenance,  and  extension  of  the 
railrond  projected  by  that  company,  and  to  develop  its  lands  and  market 
their  native  products. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  line  of  road  projected  by  the  company  was  to  extend  from  Ogden* 
burg,  on  the  St.  Lawrence  River,  to  Saratoga  Springs,  N.  Y.,  and  from  a 
connection  with  this  line  to  Ausable  Forks,  N.  Y.,  a  total  distance  of  about 
185  miles.  At  November  11,  1863,  the  Adirondack  Company  acquired  all  of 
the  property  of  The  Adirondac  Estate  and  Railroad  Company,  consisting  of 
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a  right  of  way  on  which  some  grading  had  been  done  and  about  626,000 
acres  of  land.  At  Its  demise  on  November  24,  1882,  it  owned  a  standard- 
gauge  single- track  railroad  extending  from  Saratoga  Springs  to  North  Creek, 
N.  YM  about  6*7.307  miles,  which  had  been  constructed  as  follows: 


Termini 

Date 

opened 

Miles 

1SA5 
J  KM 
1M-/J 
JhTU 
1*71 

i.«80 
IS.  7.r><3 
10.  5M 
14.5A0 

7.7M> 

Grecnfiekt  to  Wolf  Creek — — ........... — ...  ................ —   

Total   

67.307 

HI8T0UY   OF   CORPORATE  FINANCINO 

The  obtainable  records  indicate  that  the  Adirondack  Company  was  author- 
ized to  Issue  $5,000,000  of  capital  stock,  which  was  subsequently  increased  to 
$10,000,000  by  special  act  of  March  31,  1866.  This  stock  was  divided  into 
shares  of  $100  each.  It  is  not  of  record  what  part  of  the  authorized  stock 
was  issued  and  retired  and  the  amount  outstanding  on  November  24,  1882. 
There  was  also  authorized  funded  debt  amounting  to  $6,000,000,  covered  by 
a  mortgage  on  the  entire  property  given  to  The  New  York  State  Loan  and 
Trust  Company.  This  amount  consisted  of  Adirondack  Company  gold  bonds 
dated  July  1,  1872,  and  payable  July  1,  1002,  with  interest  at  7  per  cent. 
The  purpose  of  this  Issue  was  to  secure  funds  for  completing  the  road.  It 
is  not  of  record  what  amount  of  these  bonds  were  issued,  retired,  and  outstand- 
ing on  November  24,  1882.  The  records  of  its  successor  company,  The  Adiron- 
dack Railroad  Company,  state  that  there  was  authorized  $1,500,000  of  trustees' 
certificates,  of  which  there  were  issued  for  unknown  considerations  $1,480,037.75 
that  were  subsequently  assumed  by  The  Adirondack  Railroad  Company.  The 
same  records  also  show  $75,000  of  " prior  mortgages"  which  were  assumed 
by  The  Adirondack  Railroad  Company. 

AIDS,  GIFTS,  GRANTS,  AND  DONATIONS 

The  Adirondack  Company  was  authorized  by  various  special  acts  "to  pur- 
chase, take,  and  hold  lands  to  the  amount  of  1,000,000  acres,"  all  of  which 
was  exempt  from  taxation  until  September  12,  1883,  provided  the  company 
completed  and  placed  in  operation  25  miles  of  its  road  by  December  1,  1864 ; 
35  additional  miles  of  its  road  by  December  1,  1866;  and  25  additional  miles 
of  its  road  by  December  1, 1868.  In  the  event  these  sections  were  not  completed, 
the  State  of  New  York  by  special  act  of  April  27,  1863,  required  The  Adiron- 
dack Company  to  deposit  with  the  comptroller  of  the  State  $20,000  In  New  York 
or  United  States  bonds  to  be  held  as  security  for  the  payment  of  taxes  on  the 
lands  from  1863  to  1868,  inclusive.  It  is  not  of  record  how  many  acres  of 
land  of  the  so-called  wilderness  were  acquired. 

ORIGINAL  COBT  TO  DATB 

The  original  cost  to  date  of  the  common-carrier  property  owned  and  used 
by  the  Adirondack  Company  on  November  24,  1882,  can  not  be  ascertained 
owing  to  the  absence  of  accounting  records.  The  only  obtainable  informa- 
tion pertaining  to  the  cost  of  the  road  and  equipment  of  the  Adirondack 
Company  at  November  24,  1882,  is  that  contained  in  the  State  engineers' 
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reports  on  railroads  for  tbe  year  September  SO,  1874.  These  reports  show 
the  cost  of  completed  road  and  equipment  (60  miles)  as  $2,728,69265,  and 
classify  this  amount  as  follows: 

Graduation  and  masonry   $1,003,029.22 

Bridges       _  100, 75L  80 

Superstructures,  including  iron   059.23S.56 

Passenger  and  freight  stations,  buildings,  and  fixtures   18,597.20 

Engine  and  car  houses,  machine  shops,  machinery,  and  fixtures—  2,930.08 

Land,  land  damages,  and  fences   111,995.10 

Locomotives,  fixtures,  and  snowplows   45. 923. 03 

Passenger  and  baggage  cars   17.581.09 

Freight  and  other  cars   45,775.90 

Engineering  upd  agencies—      122, 275. 87 

Total   _    2,  728, 692. 55 

Thia  record  contains  a  further  statement  that  additional  expenditures  of 
$384,822.19  were  incurred  in  advance  of  the  completed  portion  of  the  road  for 
engineering,  land  and  land  damages,  graduation,  and  masonry. 

MISCELLANEOUS  PHYSICAL  PBOPEBTT 

The  Adirondack  Company  had  investments  in  miscellaneous  physical  prop- 
erty consisting  of  lands  acquired  from  The  Adlrondac  Estate  and  Railroad 
Company,  and  those  it  had  subsequently  acquired  on  its  account.  Of  the  first 
group  the  records  state  that  there  were  525,000  acres.  The  State  of  New  York 
by  special  act  granted  the  company  the  right  to  acquire  1,000,000  additional 
acres,  but  the  records  do  not  state  what  quantity  of  lands  the  company  held 
at  its  demise. 

The  Ad i ron da c  Estate  and  Railroad  Company,  Predecessor  op  tub 

Adirondack  Company 

introductory 

There  are  no  accounting  or  other  records  of  The  Adlrondac  Estate  and  Railroad 
Company  and  the  Information  here  submitted  was  taken  partly  from  the  laws 
of  New  York  pertaining  to  the  company,  partly  from  the  corporate  history  of 
the  carrier,  and  partly  from  the  State  engineers'  reports  on  railroads. 

CORPORATE  HISTORY 

The  Adlrondac  Estate  and  Railroad  Company  was  a  New  York  corporation 
organized  by  the  bondholders  of  The  Lake  Ontario  and  Hudson  River  Railroad 
Company  to  take  over  the  property  formerly  owned  by  that  company.  It  was 
incorporated  under  tbe  general  laws  of  New  York,  and  under  special  acts  of 
February  18,  I860,  March  13.  1861,  and  March  29.  1862.  Its  articles  of  asso- 
ciation were  filed  August  11,  1860.  The  special  acta  referred  to  and  its  article* 
of  incorporation  gave  it  the  additional  rights  "to  convert  and  prepare  for 
market  the  native  products  of  the  forest,  and  to  mine  and  prepare  for  market 
the  iron  ores  upon  the  lands  owned  by  them,  and  to  transport,  sell,  and  dispose 
of  the  same  " ;  also  to  construct  a  railroad  from  Ogdensburg,  N.  Y„  on  the  St 
Lawrence  River,  to  a  connection  with  its  road  in  Essex  County,  and  other 
branch  lines,  making  in  all  about  300  miles  of  railroad. 

Although  incorporated  February  18,  I860,  The  Adlrondac  Estate  and  Railroad 
Company  did  not  come  Into  possession  of  the  property  of  Its  predecessor,  The 
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Lake  Ontario  and  Hudson  River  Railroad  Company,  until  August  13, 1860,  when 
it  acquired  an  undivided  three-fifths  interest,  and  on  September  26,  1860,  when 
it  acquired  the  remaining  two-fifths  interest.  The  Adirondac  Estate  and  Rail- 
road Company  retained  possession  of  its  property  until  June  9,  1862,  when  it 
passed  Into  possession  of  a  receiver  due  to  Inability  to  meet  its  obligations. 
The  property  was  held  by  several  receivers  and  was  finally  sold  by  order  of 
the  court  and  conveyed  to  Albert  N.  Cheney  on  December  16,  1862.  Cheney 
reconveyed  the  property  by  deeds  dated  December  26,  1862,  and  November  11, 
1868,  to  purchasers  who  incorporated  it  as  the  Adirondac  Company. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

During  the  life  of  The  Adirondac  Estate  and  Railroad  Company  no  con- 
struction was  undertaken  except  some  grading,  nothing  being  added  to  the 
physical  property  of  Its  predecessor,  so  that  there  was  conveyed  to  its  successor 
the  identical  property  that  it  had  acquired.  At  November  11,  1863,  the  rail- 
road property  of  The  Adirondac  Estate  and  Railroad  Company  consisted  of 
that  which  it  had  acquired  from  The  Lake  Ontario  and  Hudson  River  Railroad 
Company  and  the  additional  rights  given  to  it  by  its  articles  of  incorporation  to 
construct  a  railroad  from  Ogdensburg  to  a  connection  with  its  line  in  Essex 
County,  N.  Y.,  and  other  branch  lines.  In  addition  to  the  railroad  property, 
however,  it  has  acquired  the  residue  of  lands  in  Warren,  Hamilton,  Herkimer, 
Franklin,  Essex,  and  Lewis  Counties,  a  portion  of  which  The  Lake  Ontario 
and  Hudson  River  Railroad  Company  had  previously  acquired  through  pre- 
emption rights  granted  to  It  by  the  State  of  New  York. 

HISTORY  or  CORPORATE  FINANCING 

The  articles  of  association  authorized  The  Adirondac  Estate  and  Railroad 
Company  to  issue  capital  stock  not  to  exceed  $15,000,000,  divided  into  shares 
of  $100  each.  The  obtainable  records  do  not  disclose  the  amount  of  capital 
stock  Issued  or  the  amount  outstanding  on  date  of  demise.  No  mention  Is  made 
of  the  capital  stock  and  funded  debt  of  the  predecessor  company,  The  Lake 
Ontario  and  Hudson  River  Railroad  Company,  nor  to  the  issue,  assumption, 
or  retirement  of  any  funded  debt  by  The  Adirondac  Estate  and  Railroad 
Company.  Judgments  were  secured  against  The  Adirondac  Estate  and  Rail- 
road Company  by  Albert  N.  Cheney  for  $00,570.94,  and  by  Hesron  A.  Johnson  for 
$10,656.80,  In  February,  1862,  for  moneys  advanced.  The  failure  to  pay  these 
obligations  and  the  court  costs  resulted  In  the  appointment  of  the  receiver. 

AIDS,  GIFTS,  0RANT8,  AND  DONATIONS 

The  obtainable  records  state  that  The  Lake  Ontario  and  Hudson  River  Rail- 
road Company  was  granted  preemption  rights  of  selecting  and  purchasing 
250.000  acres  of  land  from  the  State  of  New  York  at  5  cents  per  acre.  The 
residue  of  these  lands  was  acquired  by  The  Adirondac  Estate  and  Railroad 
Company,  and  by  the  terms  of  the  act  the  lands  were  exempt  from  taxes  until 
September  12,  1870.  This  matter  is  more  fully  discussed  in  the  report  of  The 
Lake  Ontario  and  Hudson  River  Railroad  Company. 

RESULT  OF  CORPORATE  OPERATIONS 

The  Adirondac  Estate  and  Railroad  Company  did  not  complete  its  projected 
railroad  prior  to  date  of  demise,  which  precludes  a  statement  of  its  income 
and  profit  and  loss  accounts. 
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INVESTMENT  II?  ROAD  AND  EQUIPMENT 

The  obtainable  records  do  not  show  the  investment  in  road  and  equipment 

ORIGINAL   COST   TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  by  tbe 
Adlrondac  Estate  and  Railroad  Company  on  date  of  demise  can  not  be  as- 
certained owing  to  the  absence  of  accounting  records.  The  last  published  re- 
port of  The  Adlrondac  Estate  and  Railroad  Company,  for  September  30,  1881. 
states  that  the  cost  of  road  and  equipment  was  $283,593.62,  consisting  of— 

Land,  land  damages,  and  fences  $270, 0U0. 00 

Engineering  and  agencies   13,593.62 


Total     283, 503. 62 

A  report  to  the  State  engineer  of  New  York,  made  by  Its  predecessor,  Tbe 
Lake  Ontario  and  Hudson  River  Railroad  Company,  for  the  year  1858,  shows 
an  Investment  in  road,  exclusive  of  discount  on  bonds  issued,  of  $3,420,899.35. 
It  could  not  be  determined  whether  this  amount  Includes  the  $283£93.62 
above  referred  to,  or  whether  the  later  amount  is  additional  thereto. 

MISCELLANEOUS  PHYSICAL  PROPERTY 

At  its  demise  The  Adlrondac  Estate  and  Railroad  Company  owned  the 
lands  it  had  acquired  under  preemption  rights,  but  the  records  list  no  in- 
vestment in  miscellaneous  physical  property. 

The  Lake  Ontario  and  Hudson  River  Railroad  Company,  Pbedecessob  or 
The  Adirondac  Estate  and  Railroad  Company 


There  are  no  obtainable  records  of  The  Lake  Ontario  and  Hudson  River 
Railroad  Company,  and  the  information  here  submitted  was  taken  from 
the  laws  of  New  York,  the  State  engineers'  reports  on  railroads,  and  from 
the  returns  of  the  carrier  on  corporate  history. 

CORPORATE  HISTORY 

The  Lake  Ontario  and  Hudson  River  Railroad  Company  was  a  New  Tori 
corporation,  incorporated  as  Sackets  Harbor  and  Saratoga  Railroad  Com- 
pany, under  a  special  act  of  New  York,  April  10,  1848,  for  the  purpose  of 
constructing,  operating,  and  maintaining  a  railroad  from  Sackets  Harbor, 
on  Lake  Ontario,  to  a  connection  with  the  Saratoga  "in  the  town  of  Milton, 
or  in  the  town  of  Saratoga  Springs,  N.  Y.,"  a  distance  of  about  182  miles. 
The  original  act  of  incorporation  was  amended  by  a  special  act  of  Marcb 
29,  1851,  extending  to  the  company  the  provisions  of  the  General  Railroad 
Law  of  1850,  and  was  further  augmented  by  special  act  of  April  15,  1853 
The  name  was  changed  to  that  first  mentioned  by  a  special  act  dated  April 
6,  1857,  and  the  line  originally  projected  was  extended  from  its  southern 
terminus  "  to  tidewater  at,  in,  or  near  Troy  or  Albany,  N.  Y."  The  Lake 
Ontario  and  Hudson  River  Railroad  Company  defaulted  in  Its  Interest  obli- 
gations, and  on  February  23,  1860,  its  property  and  franchises  were  sold 
under  foreclosure  proceedings  to  Alrick  HubbeU  and  others,  who  In  tarn 
reconveyed  the  property  and  franchises  to  The  Adlrondac  Estate  and  Railroad 
Company. 
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At  Its  demise  the  property  of  The  Lake  Ontario  and  Hudson  River  Railroad 
Company  consisted  of  a  projected  railroad  from  Sackets  Harbor  to  Albany  or 
Troy,  N.  Y„  a  distance  of  about  182  miles.  The  obtainable  records  Indicate 
that  construction  of  the  road  whs  begun  in  1852,  but  that  only  part  of  the 
grading  had  been  done  prior  to  the  sale  of  the  property. 


Capital  $took.— The  articles  of  association  authorized  the  issue  of  capital 
stock  of  $2,500,000,  divided  into  shares  of  $100  each,  but  this  amount  was 
subsequently  increased  to  $6,000,000.  There  are  no  records  to  show  the  amount 
of  capital  stock  issued  and  outstanding  on  date  of  demise.  The  last  report  of 
The  Lake  Ontario  and  Hudson  River  Railroad  Company,  published  in  the 
State  Engineers'  Report  on  Railroads  for  the  year  1858,  states  that  the  amount 
of  capital  stock  subscribed  was  $5,461,100,  of  which  there  had  been  paid  in 
cash  $555,186. 

Funded  debt. — The  funded  debt  of  The  Lake  Ontario  and  Hudson  River 
Railroad  Company  was  $4,000,000,  consisting  of  7  per  cent  bonds  issued  Sep- 
tember 12,  1854,  payable  August  1,  1879.  These  bonds  were  secured,  not  only 
by  the  property  of  the  company  used  for  its  purposes  as  a  common  carrier 
but  also  by  lands  which  had  been  acquired  from  the  State  of  New  York.  The 
obtainable  records  show  that  there  were  issued  $070,000  par  value  of  these 
bonds  for  unknown  considerations  at  a  discount  of  $76,639.32,  and  that  during 
the  year  1855  there  was  retired  $100,000  par  value,  being  part  of  the  amount 
paid  on  a  contract  for  iron  which  was  canceled. 


Under  the  special  act  by  which  The  Lake  Ontario  and  Hudson  River  Rail- 
road Company  was  incorporated,  it  acquired  preemption  rights  of  selecting  and 
purchasing  250,000  acres  of  State  hinds  in  the  counties  of  Herkimer  and 
Hamilton  at  5  cents  per  acre,  contingent  upon  the  sum  of  construction  expendi- 
tures made  east  of  Carthage,  N.  Y.,  and  under  a  special  act,  pussed  March 
13,  1857,  "all  the  land  acquired  on  existing  contracts,  or  existing  preemption 
rights,  not  used  for  carrier  purposes,  shall  be  free  and  exempt  from  all  taxa- 
tion until  September  12, 1879."  The  last  obtainable  report  of  The  Lake  Ontario 
and  Hudson  River  Railroad  Company  to  the  State  of  New  York  states  that  it 
had  paid  to  the  State  for  land  granted  to  it  the  sum  of  $7,000. 


The  railroad  of  The  Lake  Ontario  and  Hudson  River  Railroad  Company 
had  not  been  completed  prior  to  its  demise,  which  precludes  a  statement  of 
Its  Income  and  profit  and  loss  accounts. 

INVESTMENT  III  SO  AO  AND  EQUIP  KENT 

The  report  to  the  State  engineer  of  New  York  for  the  year  1858  states  the 
investment  in  road  ana  equipment  as  $3,675,858.67.  A  statement  of  the  expendi- 
tures, as  classified  in  Its  report  to  the  State  engineer,  Is  shown  below : 

Engineering  and  agencies   $208,490.47 

Land,  land  damages,  and  fences   59,377.06 

Graduation  and  masonry   2, 231,  930.  46 

Superstructure,  Including  iron   533, 580. 00 

Bridges   181, 869. 55 
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Passenger  and  freight  stations,  buildings  and  fixtures,  engine  and 

car  houses,  machine  shops,  machinery,  and  fixtures   $51,570.00 

Locomotives  and  fixtures  and  snowplows   64,460.00 

Freight  and  other  cars      87,000.00 

Passenger  and  baggage  cars   26,860.00 

Interest   154, 081. 81 

Discount  on  bonds   76,639.32 


Total   3,  675.  858. 67 


If  the  discount  on  the  bonds,  $76,039.32,  be  eliminated,  the  balance  in  the 
report  of  expenditures  would  be  decreased  to  $3,599,219.35. 

ORIGINAL  COST  TO  DATE 

The  original  cost,  either  of  each  piece  of  property  or  of  the  property  as  t 
whole,  owned  by  The  Lake  Ontario  and  Hudson  River  Railroad  Company  and 
used  for  Its  purposes  as  a  common  carrier  at  February  23,  1800,  could  not  be 
ascertained,  owing  to  the  absence  of  its  accounting  records  and  those  of  the 
contractors  who  constructed  Its  original  road.  In  its  sworn  report  to  the 
railroad  commission  of  New  York  for  September  30,  1858,  the  cost  of  the 
road,  exclusive  of  equipment,  is  shown  as  $3,420,899.85. 

MISCELLANEOUS  PHYSICAL  PROPERTY 

At  its  demise  The  Lake  Ontario  and  Hudson  River  Railroad  Company  owned 
the  lands  acquired  under  preemption  rights,  as  hereinbefore  stated,  but  tb« 
records  list  no  investments  in  miscellaneous  physical  property. 

Schenectady  and  Duanesburoh  Railroad  Company,  Predecessor  or  rax 

Carrier 

J  NTRODTTCTO  BY 

There  are  no  obtainable  accounting  records  of  the  Schenectady  and  Duanes- 
burgh  Railroad  Company,  and  the  information  here  submitted  was  taken  from 
the  minute  book,  the  laws  of  New  York,  the  sworn  reports  of  the  company 
rendered  to  the  State  of  New  York,  and  from  the  returns  of  the  carrier  on 
corporate  history. 

CORPORATE  HISTORY 

The  Schenectady  and  Duanesburgh  Railroad  Company  was  Incorporated 
July  10,  1873,  under  the  general  laws  of  New  York,  and  is  a  reorganization  of 
The  Schenectady  &  Susquehanna  Rail  Road  Company.  The  latter  having  de- 
faulted In  the  payment  of  the  principal  and  Interest  of  its  bonds  of  1872,  the 
property  was  sold  under  foreclosure  to  Daniel  D.  Campbell,  who  in  turn  recon- 
veyed  it  to  the  Schenectady  and  Duanesburgh  Railroad  Company  by  deed  dated 
July  12,  1875.  The  articles  of  association  provided  the  Schenectady  and 
Duanesburgh  Railroad  Company  with  an  existence  of  50  years,  which  was 
terminated  by  merger  of  Its  property  with  that  of  the  carrier  August  4,  1003. 
under  a  certificate  of  merger  of  that  date. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

At  August  4,  1903,  the  date  of  demise,  the  Schenectady  and  Duanesburgh 
Railroad  Company  owned  about  14.189  miles  of  single-track  standard-gauge 
railroad,  extending  from  a  connection  with  the  Saratoga  and  Schenectady  at 
Schenectady  to  Delnnsou,  a  connection  with  the  Albany  and  Susquehanna. 
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The  entire  road  Is  located  in  Schenectady  County,  N.  Y.,  and  Is  the  same  road 
constructed  by  the  Albany  and  Susquehanna  and  acquired  by  the  Schenectady 
and  Duanesburgh  Railroad  Company  at  the  time  of  reorganization. 

HISTOBT  OF  CORPORATE  FINANCING 

The  obtainable  records  Indicate  that  the  Schenectady  and  Duanesburgh 
Railroad  Company  had  Issued  a  total  of  $950,900  In  stocks  and  in  bonds.  Of 
this  amount,  $000,900  was  outstanding  on  date  of  demise.  Of  the  securities 
outstanding,  $100,900  were  in  capital  stock  and  $500,000  in  mortgage  bonds. 

Capital  stock. — The  authorized  capital  stock  was  $300,000,  divided  into 
shares  of  $100  each  and  classed  as  common  stock.  Of  this  amount,  $100  900 
was  issued  to  Daniel  D.  Campbell  and  others,  as  part  consideration  for  the 
property  of  the  Albany  and  Susquehanna,  and  this  amount  was  outstanding  at 
date  of  demise. 

Funded  debt. — There  were  two  issues  of  funded  debt,  as  follows:  20  year  7 
per  cent  bonds  of  1870,  $350,000;  first-mortgage  bonds  of  1874,  $500,000. 

Twenty-year  7  per  cent  mortgage  bonds,  dated  March  1,  1870,  amounting 
to  350,000,  were  issued  by  the  Albany  and  Susquehanna  in  1870  and  were 
payable  in  1890.  In  the  reorganization  of  that  company  the  Schenectady  and 
Duanesburgh  Railroad  Company  assumed  these  bonds  as  part  consideration 
for  the  property.  They  were  retired  in  1874  by  the  issue  of  $385,000  of  the 
first-mortgage  bonds  of  the  Schenectady  and  Duanesburgh  Railroad  Company. 

First-mortgage  50-year  6  per  cent  bonds,  dated  September  1, 1874,  amounting 
to  $500,000,  were  issued  by  the  Schenectady  and  Duanesburgh  Railroad  Com- 
pany for  refunding  and  general  purposes  and  are  payable  September  1,  1924, 
and  the  Interest  was  guaranteed  by  the  carrier.  There  was  Issued  $385,000 
par  value,  at  a  discount  of  $35,000,  In  the  retirement  of  the  bonds  of  the 
Albany  and  Susquehanna  assumed  by  the  Schenectady  and  Duanesburgh  Rail- 
road Company  in  the  acquisition  of  the  property  of  that  company.  The  rate 
of  exchange  was  on  the  basis  of  $1,100  of  the  bonds  of  this  issue  In  retirement 
of  each  $1,000  of  the  bonds  of  the  Albany  and  Susquehanna.  The  remaining 
$115,000  was  issued  In  part  payment  for  the  property  acquired  from  the 
Albany  and  Susquehanna,  the  details  of  which  are  not  of  record.  On  date  of 
demise,  all  of  the  bonds  were  outstanding. 

Advances. — The  carrier  operated  the  property  of  the  Schenectady  and 
Duanesburgh  Railroad  Company  from  July  12,  1873,  to  date  of  demise,  and 
during  this  period  made  cash  advances  for  Improvements  amounting  to 
$179,546.08,  which  was  charged  to  this  company  In  open  account.  During 
the  same  period  there  was  credited  to  this  account  $12,591.28,  leaving  a  balance 
on  date  of  demise,  of  $166,954.80. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  Schenectady  and  Duanesburgh  Railroad  Company  never  operated  Its 
property.  It  was  operated  by  the  carrier  from  July  12,  1873,  to  June  30,  1874, 
under  an  agreement  dated  July  25,  1872,  and  from  June  30,  1874,  to  April  28, 
1899,  under  an  agreement  dated  June  30,  1874.  The  Utter  agreement  was  as- 
signed to  the  carrier  and  was  effective  from  April  28,  1899,  to  August  4,  1903. 
The  first  lease  provided  that  the  lessee  pay  as  rental  a  proportion  of  the  earn- 
ings, while  the  last  lease  provided  that  the  lessee  pay  as  rental  the  interest  on 
the  first-mortgage  bonds  of  the  Schenectady  and  Duanesburgh  Railroad  Com- 
pany, which  were  not  to  exceed  $500,000.   Due  to  the  absence  of  details  in  the 
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records,  it  Is  not  possible  to  submit  a  statement  of  tbe  Income  and  profit  and 
loss  accounts. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  Schenectady  A  Susquehanna  Rail  Road  Company,  Predecessoe  or 
The  Investment  in  road,  Including  land,  on  date  of  demise,  is  shown  by  tbe 
obtainable  records  to  have  been  $767,854.80,  made  up  as  follows: 

Road  acquired,  the  company: 

Par  value  of  capital  stock  issued   $100,900.00 

Par  value  of  funded  debt  assumed   350, 000.  OC 

Par  value  of  funded  debt  Issued   115, 000.  OC 

Additions  and  betterments,  recorded  cash  expenditures  made  by 

the  lessee  for  road-    166,954.80 

Other  items,  not  in  accord  with  our  present  accounting  rules, 

discount  on  funded  debt  issued   35,000.00 


Total   767.  854. 80 

If  the  debit  of  $35,000  in  "other  items"  be  eliminated,  the  balance  in  the 
road  and  equipment  investment  account  would  be  decreased  to  $732,854.80, 
comprising  the  following  outlays: 

Recorded  money  outlay  $166, 054.  80 

Capital  stock  issued   100,900.00 

Funded  debt  assumed   850,000.00 

Funded  debt  issued   115, 000. 00 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  or  used 
by  the  Schenectady  and  Duanesburgh  Railroad  Company  on  date  of  demise, 
can  not  be  definitely  ascertained  owing  to  the  absence  of  the  accounting  records 
of  the  Albany  and  Susquehanna  and  those  of  the  contractor  who  constructed 
tbe  original  road  of  that  company.  The  railroad  of  the  Schenectady  and 
Duanesburgh  Railroad  Company  was  the  identical  road  constructed  by  the 
Albany  and  Susquehanna,  so  if  there  be  added  the  outlays  made  by  the  lessee 
for  additions  and  betterments  to  those  reported  as  the  outlays  for  the  property 
in  the  report  on  the  Albany  and  Susquehanna,  the  combined*outlay  will  be  as 
follows :  Made  by  the  Albany  and  Susquehanna,  securities,  $600,000 ;  made  by 
the  lessee,  cash,  $166,954.80. 


The  property  of  the  Schenectady  and  Duanesburgh  Railroad  Company  was 
leased  from  July  12,  1873,  to  June  30, 1874,  and  from  June  30, 1874,  to  April  28, 
1809,  to  the  carrier.  The  last  lease  was  assigned  to  the  carrier  and  continued  in 
effect  until  August  4,  1903.  The  obtainable  records  are  meager  In  details  of 
tbe  rental  received  by  the  Schenectady  and  Duanesburgh  Railroad  Company  for 
its  property.  Under  the  first  lease  it  received  a  proportion  of  the  revenues,  and 
under  the  last  lease  the  lessee  paid  the  Interest  on  Its  first-mortgage  bonds 
not  tc  exceed  $500,000. 
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The  Schenectady  &  Susquehanna  Bail  Road  Company,  Predecessor  or 
The  Schenectady  and  Duanesburoh  Railroad  Company 

INTRODUCTORY 

There  are  no  obtainable  accounting  records  of  The  Schenectady  &  Susque- 
hanna Rail  Road  Company  and  the  information  here  submitted  was  taken 
from  the  articles  of  association,  the  laws  of  New  York,  the  sworn  reports  of 
The  Schenectady  &  Susquehanna  Rail  Road  Company  rendered  to  the  State 
engineer  of  New  York,  and  from  the  returns  of  the  carrier  on  corporate 
history. 

corporate  history 

The  Schenectady  &  Susquehanna  Rail  Road  Company,  a  New  York  corpora- 
tion, was  incorporated  under  the  general  laws  of  that  State  on  Decenfber  27, 
1869,  for  the  purpose  of  constructing,  maintaining,  and  operating  a  railroad 
from  8chenectady  to  Delanson,  N.  Y.,  and  connecting  with  the  Albany  and 
Susquehanna  at  Delanson  and  the  Saratoga  at  Schenectady.  The  property 
was  sold  under  a  judgment  of  foreclosure  dated  May  27,  1873,  and  was  con- 
veyed to  Daniel  D.  Campbell  by  deed  dated  July  10,  1873. 

development  or  niro  physical  property 

On  July  10,  1873,  The  Schenectady  &  Susquehanna  Rail  Road  Company 
owned  a  single-track  standard-gauge  railroad,  extending  from  Schenectady  to 
Delanson,  N.  Y.,  about  14.180  miles.  About  3  miles  of  the  railroad  were  con- 
structed in  1871  under  unknown  conditions.  Construction  was  suspended  in 
February  1871  and  resumed  in  September  1871.  The  entire  road  was  com- 
pleted and  placed  in  operation  about  August  19,  1872. 

history  of  corporate  financing 

The  obtainable  records  indicate  that  The  Schenectady  &  Susquehanna  Rail 
Road  Company  issued  capital  obligations  amounting  to  $600,000,  consisting  of 
$200,000  capital  stock  and  $400,000  funded  debt,  all  of  which  was  outstanding 
on  July  10,  1878. 

Capital  stock.— The  authorized  capital  stock  of  The  Schenectady  &  Susque- 
hanna Rail  Road  Company  was  $225,000,  divided  into  shares  of  $100  each  and 
classed  as  common  stock.  Of  this  amount,  $200,000  had  been  issued  and  was 
outstanding  on  July  10,  1873.  Due  to  the  absence  of  details  in  the  records,  it 
is  not  possible  to  state  the  considerations  received  for  the  stock  issued. 

Funded  debt. — There  were  two  issues  of  funded  debt,  as  follows:  20-year 
7  per  cent  mortgage  bonds  of  1870,  $350,000 ;  1-year  7  per  cent  mortgage  bonds 
of  1872,  $50,000 ;  total,  $400,000. 

Twenty-year  7  per  cent  mortgage  bonds,  dated  May  1,  1870,  amounting  to 
$350,000,  were  issued  and  were  outstanding  on  July  10,  1873.  The  records  do 
not  indicate  the  purpose  for  which  they  were  issued.  They  were  payable  in 
20  years  from  May  1,  1870,  with  interest  at  7  per  cent  Due  to  the  absence 
of  details  in  the  records,  it  is  not  possible  to  give  a  statement  concerning  the 
considerations  received  for  the  issues. 

One-year  7  per  cent  mortgage  bonds,  dated  May  1, 1872,  amounting  to  $50,000, 
were  issued  and  were  outstanding  on  July  10,  1873.  They  were  apparently 
issued  to  secure  funds  for  temporary  financing,  as  they  were  payable  one  year 
from  date  of  issue.  There  are  no  records  from  which  it  is  possible  to  make 
*  statement  concerning  the  consideration  received  for  the  issues. 
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Advances— The  carrier  operated  the  railroad  of  The  Schenectady  k  Susque- 
hanna Rail  Road  Company  from  completion  to  July  10,  1873,  and  during  this 
period  made  cash  expenditures  amounting:  to  $11,170.48  for  supplies,  labor,  real 
estate,  etc.,  which  was  charged  to  The  Schenectady  &  Susquehanna  Rail  Road 
Company  in  open  account  There  was  credited  to  this  account  during  the 
same  period  $8,129.58  for  rents  due  The  Schenectady  &  Susquehanna  Rail  Road 
Company,  leaving  a  balance  due  the  carrier  of  $3,040.90.  This  balance  appears 
on  the  books  of  the  carrier,  but  was  not  taken  into  account  by  The  Schenectady 
&  Susquehanna  Rail  Road  Company. 

RESULT  OF  CORPORATE  OPERATIONS 

The  Schenectady  &  Susquehanna  Rail  Road  Company  never  operated  Its 
property.  From  its  completion  to  July  10,  1873,  it  was  operated  by  the  carrier, 
under  agreement  dated  July  25,  1872.  Under  the  terms  of  this  agreement,  the 
lessee  was  to  pay  40  per  cent  of  the  gross  revenue.  The  records  of  the  lessee 
list  $8,129.58  as  rents  credited  to  The  Schenectady  &  Susquehanna  RaU  Road 
Company  from  August.  1872,  to  July  10,  1873,  and  this  amount  was  applied 
against  the  expenditures  made  by  the  lessee  for  account  of  The  Schenectady  & 
.Susquehanna  Rail  Road  Company.  There  are  no  records  from  which  a  state- 
ment of  the  income  and  profit  and  loss  can  be  presented.  A  default  in  the 
paymeut  of  the  principal  and  interest  of  The  Schenectady  &  Susquehanna  Rail 
Road  Company's  one-year  7  per  cent  mortgage  bonds  of  1872  resulted  in  the 
judgment  and  foreclosure  May  27,  1878,  under  which  its  property  was  finally 
transferred  at  July  10,  1873. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  Schenectady  &  Susquehanna  RaU  Road  Company  owned  uo  equipment 
The  investment  in  the  road,  including  land,  on  July  10,  1873,  is  shown  by  the 
obtainable  records  to  have  been  $600,000,  made  up  as  follows : 

Road  construction : 

Par  value  of  capital  stock  issued  $200, 000 

Par  value  of  funded  debt  issued   400.000 

Total     600,000 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  and  used 
by  The  Schenectady  &  Susquehanna  Rail  Road  Company  at  July  10,  1873, 
can  not  be  definitely  ascertained  owing  to  the  absence  of  the  accounting  records 
of  The  Schenectady  &  Susquehanna  Rail  Road  Company  and  those  of  the  con- 
tractor who  constructed  Its  original  road.  The  only  information  pertaining 
to  the  cost  of  this  property  to  July  10,  1873,  is  contained  in  the  preceding 
paragraph  relating  to  the  investment  in  road. 

The  New  York  and  Canada  Railroad  Company,  Predecessor  or  the  Casus 

INTRODUCTORY 

The  New  York  and  Canada  Railroad  Company  maintained  accounting  record;; 
for  the  period  March  15,  1873,  to  December  31,  1874,  only,  and  the  greater  part 
of  the  information  submitted  herewith  has  been  taken  from  the  laws  of  New 
York,  the  return  on  corporate  history,  and  the  accounting  records  of  the  carrier. 
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The  New  York  and  Canada  Railroad  Company  waa  incorporated  under  the 
general  laws  of  New  York  and  by  a  special  act  of  April  15,  1873,  and  is  a  con- 
solidation of  The  Montreal  and  Pittsburgh  Rail  Road  Company,  the  Whitehall 
and  Plattsburgh  Rail  Road  Company,  and  The  New  York  and  Canada  Railroad 
Company  of  1872,  under  an  agreement  dated  February  25,  1873,  filed  with  the 
secretary  of  state  on  April  8,  and  made  effective  by  the  special  act  of  April  15, 
1873.  The  incorporators  of  The  New  York  and  Canada  Railroad  Company  were 
identified  with  the  interests  of  the  carrier,  and  their  purpose  was  to  form  by 
consolidation  and  construction  a  through  line  of  railroad  from  Whitehall  to 
Rouses  Point,  N.  Y.,  and  there  to  connect  with  The  Grand  Trunk  Railway 
Company.  The  corporate  existence  of  The  New  York  and  Canada  Railroad 
Company  ceased  at  May  23,  1908,  when  its  property  was  merged  and  consoli- 
dated with  that  of  the  carrier. 


At  its  demise  The  New  York  and  Canada  Railroad  Company  owned  about 
149.160  miles  of  single-track  standard-gauge  railroad  located  in  the  State  of 
New  York.  The  main  line  extended  from  Lake  Station,  near  Whitehall,  to  the 
New  York  Canada  line,  about  112.749  miles,  with  the  three  branch  lines  as 
follows : 

Miles 

Baldwin  branch,  Montcalm  Landing  to  Baldwin  about-.   4. 77 

Ausable  branch,  Ausable  Forks  to  South  Junction  about__  18. 87 

Mooers  branch,  Canada  Junction  to  New  York-Cauada  line  about—  12. 78 

The  ro.id  owned  by  The  New  York  and  Canada  Railroad  Company  was 
acquired  as  follows: 


By  merger: 

The  Montreal  and  Pittsburgh  Hall  Road  Company— 

Plattsburgh  to  Canada  Juncllou.   

Canada  Junction  to  NVw  York-CunHda  line  

The  Whitehall  and  Plattsburgh  Rail  Road  Company— 
Fort  Ticonderoga  to  Port  Henry 


Ausable  River,  near  Ausablo  Forks,  to  South  Junction 
By  construction: 

Lake  Station  to  Fort  Ticonderogn  

Port  Henry  to  South  Junction  

Montcalm  Landing  to  Baldwin   

Canada  Junction  to  Rouses  Point  

Ausable  River  to  Ausable  Forks  

Rouses  Point  to  New  York-Canada  line. 

Total.... 





The  branch  road  from  Ausable  River,  near  Ausable  Forks,  to  South  Junction 
was  a  part  of  the  original  road  of  The  Whitehall  and  Plattsburgh  Rail  Road 
Company,  which  was  acquired  April  15,  1873,  by  the  New  York  and  Canada 
Railroad  Company.  It  was  extended  from  Ausable  River  to  Ausable  Forks, 
a  distance  of  about  1.18  miles  by  the  line  of  the  carrier  in  1894,  at  a  cost  of 
$10^27.14. 

The  property  owned  by  The  New  York  and  Canada  Railroad  Company,  other 
than  that  acquired  through  the  merger  of  April  15,  1873,  was  constructed  for 
it  by  the  carrier  under  an  agreement  dated  March  26,  1872,  amended  March 
11,  1874,  and  February  20,  187a    Thla  agreement  provided  that  the 
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would  construct  and  equip  the  additional  railroad  required  and  receive  as  con- 
sideration the  bonds  of  the  lessor  company  at  90  and  capital  stock  at  75.  It 
farther  provided  that  upon  completion  the  road  would  be  leased  to  the  carrier 
in  perpetuity.  The  additional  road  was  constructed  under  contracts  between 
the  carrier  and  independent  contractors  and  was  opened  for  operation  from 
Lake  Station,  Whitehall,  to  Rouses  Point,  December  I,  1875,  by  using  about 
12  miles  of  the  railroad  of  The  Ogdensburgh  and  Lake  Champlain  Rail  Road 
Company  between  Mooers  Junction  and  Rouses  Point.  The  line  from  Canada 
Junction,  or  Chary,  to  Rouses  Point,  about  13  miles,  was  completed  and  placed 
in  operation  about  July  1,  1876,  and  the  extension  from  Ausable  River  to 
Ausable  Forks  was  completed  and  placed  in  operation  in  1894.  In  1906  the 
carrier  extended  the  line  from  Rouses  Point  to  the  New  York-Canada  line,  about 
1.10  miles. 

HISTORY  OP  CORPORATE  FINANCING 

The  financial  transactions  of  The  New  York  and  Canada  Railroad  Company 
were  conducted  for  it  by  the  carrier,  either  directly  or  through  Its  agents,  and 
the  accounting  records  of  the  latter  reflect  these  transactions.  The  capital  stock 
and  the  several  classes  of  long-term  debt  issued  and  retired  are  here  stated, 
with  the  amount  of  each  outstanding  on  date  of  demise : 


Description 

Originally 

$9, 000, 000. 00 
5,000,000.00 
14,  508,018, 07 

$9,  000,000 

is,  6o6, 65d  6b 

14,  508,  Ola  07 

Nounegotiable  debt  to  affiliated  com'panfes  

Total  

19,  MB,  01&  07 

9,000,000 

The  par  value  of  securities  Issued  and  the  recorded  considerations  received 
therefor  follow: 

Considerations 

Recorded  value 

received 

Par^  value 

to,  195.tWkS.4D 
8,  732,  582.  58 
12,  472,  700.  00 
105,  000.  00 
49,400.00 

27, 015,668.07 

$8,194,985.49 
8, 849,  58 
13,  247,  TOO,  00 
1*5.  ooa  00 

40,400.  00 
28,508,018.07 

The  difference  of  $892,350  between  the  par  value  issued  and  the  recorded 
amount  of  considerations  received  eonsists  of  discount  on  capital  stock, 
$482,350;  discount  on  first-mortgage  sterling  bonds,  $400,000;  total,  $892,350. 
The  discount  on  capital  stock  consists  of  two  Items,  as  follows: 


Discount  on  $4G9.4(K)  par  value  of  capital  stock  issued  at  75  In  the 
acquisition  of  the  properties  of  the  Montreal  and  The  Whitehall 
and  Plattsburgh  Rail  Road  Company  $107, 350 

Discount  on  $1,500,000  par  value  of  capital  stock  that  was  issued 
to  the  carrier  at  75  in  part  settlement  of  advances,  as  per  agree- 
ment of  March  26,  1872     875,000 

Total   482.  350 

The  $400,000  was  the  discount  on  $4,000,000  par  value  of  first-mortgage 
sterling  bonds  Issued  by  The  New  York  and  Canada  Railroad  Company  at 
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90  in  part  settlement  of  advances  as  per  agreement  of  March  26,  1872.  The 
obtainable  records  of  The  New  York  and  Canada  Railroad  Company  and  the 
carrier  do  not  state  what  disposition  was  made  of  these  discount  items.  Secu- 
rities of  a  par  value  of  $19,508,018.07  were  retired,  and  the  recorded  considera- 
tions given  were  as  follows: 


Considerations 

Recorded 
value  paid 

$11,789,  737.31 
2,872,  700.00 

4,000,000.00 

105,000.00 

Par  value 
retired 

$11,870,318.07 
2, 872,  700.  00 
4, 000,  000. 00 
105.000.00 

E  i  banged  tor  capital  stock  

Exchanged  for  funded  debt    

Exchanged  (or  town  bonds   

Total  

19, 427, 437.  SI 

1ft.  MS,  018. 07 

The  difference  of  $80,580.76  between  the  par  value  retired  and  the  recorded 
value  paid  consists  of  the  difference  between  the  par  value  of  the  first-mortgage 
sterling  bonds,  originally  set  up  at  the  rate  of  exchange  of  $5  for  each  pound 
sterling,  and  the  cash  given  by  the  carrier  to  the  English  bankers  in  the 
retirement  of  the  bonds  at  maturity  at  a  lesser  rate  of  exchange,  as  here- 
inafter described.  The  records  do  not  indicate  what  disposition  was  made  of 
this  difference. 

Capital  stock. — The  entire  amount  of  common  stock  authorized,  $4,000,000, 
was  issued,  at  a  discount  of  $492,350,  for  total  considerations  of  $3,507,650. 


The  character  of  the  considerations  received  were: 

Cash  in  the  issue  of  stock  at  par   $36, 700 

Advances  for  which  a  par  value  of  $3,247,700  was  issued   2, 872, 700 

Property  for  which  a  par  value  of  $501,200  was  issued   383, 850 

Bonds  of  various  townships   165,000 

Dnascertalnable   49, 400 


Total   3, 507,  050 


Preferred  stock  amounting  to  $5,000,000  was  authorized.  This  stock  was 
preferred  both  as  to  principal  and  as  to  dividends,  which  were  noncumulative 
at  5  per  cent.  The  entire  amount  was  issued  to  reimburse  the  carrier  for  cash 
advances. 

Funded  debt. — First-mortgage  30-year  6  per  cent  sterling  bonds,  dated  May  1, 
1874,  amounting  to  800,000  pounds  sterling,  were  issued  by  The  New  York 
and  Canada  Railroad  Company  for  the  purpose  of  securing  funds  to  complete 
its  railroad.  The  bonds  were  delivered  to  the  carrier  at  90,  at  the  exchange 
rate  of  $5  for  each  pound  sterling,  making  the  cash  proceeds  received  $3,600,- 
000,  as  hereinbefore  described.  The  carrier  sold  the  bonds  through  Baring 
Brothers  &  Company,  Limited,  of  London,  England.  They  were  retired  st 
maturity  with  rash  amounting  to  $3,899,095.  In  addition,  $19,406  was  paid 
the  English  bankers  as  commission  and  $828.24  on  the  exchange  purchased, 
making  the  entire  expense  for  retiring  the  bonds  $3,019,419.24.  The  disposi- 
tion In  the  accounts  of  the  $80,580.76  difference  between  the  par  value  retired 
and  the  recorded  value  paid  could  not  be  ascertained. 

Debenture  eight-year  4%  per  cent  bonds,  dated  May  1,  1896,  due  May  1, 
1904,  amounting  to  $1,000,000,  were  issued  to  the  carrier  in  part  payment  of 
cash  advances  and  were  retired  at  maturity  with  a  like  amount  of  cash. 

JfonneffotiaUe  debt. — Nonnegotlable  debt  to  affiliated  companies  was  incurred 
by  the  receipt  of  cash  advances  from  the  carrier  for  construction  and  other 
purposes,  amounting  to  $14,508,018.07.  This  amount  was  subsequently  retired 
with  $6,870,318.07  cash  and  $7,637,700  of  securities  issued. 
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Ittcreane  or  decrease  of  securities  in  any  reorganization. — The  consolidation 
of  several  predecessors  to  form  tbe  New  York  and  Canada  Railroad  Company 
resulted  in  a  decrease  in  capital  liabilities  tbe  exact  amount  of  which  it  la 
not  possible  to  state,  due  to  the  absence  of  accounting  records.  The  obtainable 
records  Indicate  that  both  The  Montreal  and  Plattsburgh  Rail  Road  Company 
and  The  Whitehall  and  Plattsburgh  Rail  Road  Company  bad  issues  of  funded 
debt  outstanding  at  demise  that  were  not  considered  in  the  agreement  of  con- 
solidation. The  New  York  and  Canada  Railroad  Company  issued  a  par  valne 
of  $501,250  of  its  capital  stock  for  the  property  of  its  predecessors.  The  basis 
of  exchange  for  the  retirement  of  the  stock  of  the  demised  companies  was  two 
shares  of  the  new  company  for  each  100  shares  of  The  Whitehall  and  Platts- 
burgh Rail  Road  Company,  and  one  share  of  new  stock  for  two  shares  of  The 
Moutreal  and  Plattsburgh  Rail  Road  Company.  Since  The  Whitehall  and 
Plattsburgh  Rail  Road  Company  had  an  authorized  issue  of  $1,260,000  of  capital 
stock,  and  The  Montreal  and  Plattsburgh  Rail  Road  Company  an  issue  of 
$1,000,000,  it  may  be  said  that  there  was  a  reduction  in  the  stocks  and  bonds  In 
the  hands  of  the  public  by  this  consolidation. 

AIOS,  GIFTS,  GRANTS,  AND  DONATIONS 

Under  a  special  act  of  New  York,  dated  April  3,  1872,  entitled  "An  act  to 
facilitate  the  construction  of  the  New  York  and  Canada  Railroad,  and  extend* 
ing  thereto  the  provisions  of  certain  laws  relating  to  The  Whitehall  and  Platts- 
burgh Rail  Road  Company,"  the  sum  of  $70,390  was  paid  to  the  carrier  and 
credited  to  the  account  of  The  New  York  and  Canada  Railroad  Company,  this 
)>eing  the  balance  due  under  the  above  act  In  addition  to  the  above  aid, 
several  towns  in  New  York  subscribed  to  the  stock  of  The  New  York  and 
Canada  Railroad  Company,  giving  their  own  bonds  of  the  same  amount 
These  were  delivered  to  the  carrier  and  credited  to  the  account  of  The  New 
York  and  Canada  Railroad  Company.  The  towns  so  subscribing  and  tbe 
amounts  were : 

Chesterfield.  N.  Y  $25,000 

Plattsburgh,  N.  Y  _      100. 000 

Westport,  N.  Y   40,000 

Total   165,000 

RESULT  OF  CORPORATE  OPERATIONS 

Under  an  agreement  dated  March  26,  1872,  the  property  of  The  New  York 
and  Canada  Railroad  Company  was  leased  in  perpetuity  to  the  carrier  from 
the  date  of  completion  at  an  annual  rental  of  SO  per  cent  of  the  gross  earnings, 
and  in  the  event  that  this  amount  was  not  sufficient  to  pay  the  interest  on  its 
funded  debt  the  lessor  was  obligated  to  pay  it  The  proportion  of  such  rental 
for  the  years  1873  to  1877,  inclusive,  amounted  to  $391,664.22.  After  1877  the 
lessee  paid  the  interest  on  the  funded  debt  of  The  New  York  and  Canada  Rail- 
road Company  and  absorbed  the  earnings  in  its  own  accounts. 


INVESTMENT  IN  ROAD  AND  EQUIPMENT 

On  December  30,  1910,  the  road  and  equipment  account  of  Tbe  New  York 
&  Canada  Railroad  Company,  as  stated  in  the  books  of  the  carrier,  showed  a 
balance  of  $8,732,582.58,  which  bad  been  established  as  follows: 
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Roads  acquired,  recorded  outlay  in  acquisition  of  the  property  of 
The  Montreal  &  Pittsburgh  Rail  Road  Company  and  the  White- 
hall &  Pittsburgh  Rail  Road  Company: 

Money  outlay  (cash  advances  made  by  carrier)   $713,141.47 


Capital  stock  of  a  par  value  of  $501,200,  Issued  at  an  agreed 
value  of  

Total  


appraised  value  of  equipment  and  supplies  transferred  to 
accounts  of  the  carrier  

Cost  of  roads  acquired  


383,  8o0.  00 
1,096. 991.47 

C2,  701.  82 

1, 034.  289. 65 


Additions  and  betterments,  money  outlay  (cash  advances  made 


by  carrier)  __. 


  7.098,292.93 

Grand  total   8,  732, 582. 58 

The  balance  in  the  road  and  equipment  investment  account,  so  far  as  it 
is  resolvable  into  kinds  of  considerations,  comprises  the  following  classes  of 
recorded  outlay : 

Recorded  money  outlay  $8,411,434.40 

Capital  stock  of  a  par  value  of  $501,200  issued  at  an  agreed 

value  of   383.850.00 

Less  for  equipment  and  supplies  transferred  not  assignable  to 

either  of  the  classes  of  outlay  above  stated   62, 701. 82 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  and  used 
by  The  New  York  &  Canada  Railroad  Company  on  date  of  demise  can  not  be 
definitely  ascertained  owing  to  the  absence  of  accounting  records.  There  is 
no  accounting  record  of  the  cost  of  about  23  miles  originally  built  as  the  road 
of  The  Montreal  &  Plattsburgh  Rail  Road  Company,  nor  of  the  36  miles 
originally  built  as  the  road  of  The  Whitehall  &  Plattsburgh  Rail  Road  Com- 
pany, nor  of  any  expenditures  made  by  The  New  York  &  Canada  Railroad 
Company  of  1872,  though  the  latter  constructed  no  road  up  to  the  date  it  was 
merged  with  the  other  two  companies  to  form  The  New  York  &  Canada  Rail- 
road Company.  After  this  consolidation  the  last-named  company  constructed 
about  90.100  miles  of  road  and  made  extensive  additions  and  betterments  to 
the  entire  property  to  the  date  of  its  merger  with  the  carrier,  the  outlays  for 
which  are  recorded  in  the  accounts  of  the  latter.  These  outlays  may  be 
marl  zed  as  follows : 


Recorded 

money 


Description  of  property  acquired.  The  Montreal  aud  Plattsburgh  Kail  Road 

Compnny.  Canada  Junction  to  New  York-Canada  line  

The  Whitehall  and  Plattsburgh  Rail  Road  Company: 

Fort  Ticonderoga  to  Port  Henry.    -.-  -  

A  usable  River  to  South  Junction  -  -  --  


Total  mileage  for  which  no  original  cost  has  been  (iscertfUned. 


15.000 
21.000 

W.000 


Recorded  money  outlay  by  the  carrier  for  The  New  York  and  Canada  Railroad 
Company  in  the  construction  of  the  road  between— 

Lake  Station  and  Fort  Ticonderoga  --. 

Port  Henry  and  South  Junction    

Montcalm  Landing  and  Baldwin  

Canada  Junction  and  Rouses  Point    -  _. 

Ansnble  River  and  Ausablo  Forks   

And  additions  and  betterments  to  and  entire  property  exclusive  of  equip- 
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In  addition  to  the  above,  the  carrier  has  charged  to  its  own  road  and  equip- 
ment investment  account  a  total  of  $153,524.91  for  improvements  to  the  prop- 
erty of  The  New  York  and  Canada  Railroad  Company,  expended  during  the 
years  1001  to  1003,  Inclusive. 

LEASED  RAILWAY  PROPERTY 

The  agreement  of  March  20,  1872,  between  The  New  Y...  a  and  Canada  Rail- 
road Company  and  the  carrier  provided  that  upon  completion  of  the  property 
of  the  former  it  would  be  leased  to  the  latter  in  perpetuity.  Under  this 
agreement  the  carrier  was  to  pay  as  annual  rental  an  amount  equal  to  30  per 
cent  of  the  gross  earnings,  and  if  this  amount  was  not  sufficient  to  pay  all  of 
the  interest  on  the  funded  debt  of  the  lessor  the  balance  shall  be  paid  by  the 
carrier.  At  February  20,  1878,  The  New  York  and  Canada  Railroad  Com- 
pany leased  all  of  its  property  to  the  carrier  In  perpetuity  from  July  1,  1876, 
under  the  same  terms  and  conditions  as  set  forth  in  the  agreement  of  March 
26,  1872.  The  lease  further  provided  that  the  carrier  should  maintain  and 
improve  the  property  and  that  the  lessor  would  issue  to  the  carrier  anon 
request  Its  securities  in  payment  of  such  expenditures  made  by  the  latter.  On 
January  14.  1873,  The  Whitehall  and  Plattsburgh  Rail  Road  Company  leased 
all  of  its  property  to  The  New  York  and  Canada  Railroad  Company  for  a  term 
of  009  years  from  that  date.  The  obtainable  records,  however,  do  not  state 
whether  this  lease  was  made  effective,  although  it  was  recorded  in  several  of 
the  counties  of  New  York. 

The  New  York  and  Canada  Railroad  Company  op  1872,  Predecessor  or  the 
New  York  and  Canada  Railroad  Company 

introductory 

There  are  no  obtainable  accounting  records,  the  information  herein  contained 
having  been  taken  from  the  laws  of  New  York,  the  articles  of  association,  and 
from  the  returns  on  corporate  history  of  the  carrier. 

CORPORATE  HISTORY 

The  New  York  and  Canada  Railroad  Company  of  1872  was  incorporated 
under  the  general  laws  of  New  York,  March  16, 1872,  by  interests  Identified  with 
the  carrier.  Its  corporate  existence  was  continued  until  April  8,  1873,  when  it 
was  merged  and  consolidated  with  The  Whitehall  and  Plattsburgh  Rail  Road 
Company  and  The  Montreal  and  Plattsburgh  Rail  Road  Company  to  form  The 
New  York  and  Canada  Railroad  Company.  The  purpose  of  The  New  York 
and  Canada  Railroad  Company  of  1872  was  to  construct,  maintain,  and  oper- 
ate a  railroad  from  Whitehall,  along  the  western  shore  of  Lake  Champlaln,  to 
the  New  York-Canada  line  at  or  near  Rouses  Point,  N.  Y.,  a  distance  of  about 
114  miles.  The  carrier  had  secured  under  perpetual  leases  the  properties  of  the 
Albany  and  Susquehanna  (February  24,  1870)  and  the  Rensselaer  and  Sara- 
toga (May  1,  1871),  during  the  two  years  immediately  preceding  the  incor- 
poration of  The  New  York  and  Canada  Railroad  Company  of  1872,  and  It  was 
the  purpose  of  the  last-named  company  to  construct,  maintain,  and  operate  • 
railroad  from  a  connection  with  the  railroad  of  the  Rensselaer  and  Saratoga 
at  Whitehall,  in  a  northerly  direction  along  the  western  shores  of  L»ke 
Champlain  to  a  connection  with  the  railroad  of  The  Grand  Trunk  Hallway 
Company  at  or  near  Rouses  Point,  on  the  New  York-Canada  line.   Its  pnn*>se 
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as  originally  expressed  was  augmented  by  a  special  act  passed  March  25,  1873, 
which  authorized  it  to  build  a  branch  road  from  its  main  line  at  Ticonderoga 
to  the  foot  of  Lake  George,  a  distance  of  about  5  miles.  The  consolidation  of 
The  New  York  and  Canada  Railroad  Company  of  1872  with  others  to  form 
The  New  York  and  Canada  Railroad  Company  was  effected  before  the  first 
named  had  completed  the  construction  of  its  projected  road. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

As  previously  stated.  The  New  York  and  Canada  Railroad  Company  of  1872 
did  not  complete  the  construction  of  its  railroad  from  Whitehall  to  Rouses 
Point  On  March  26,  1872,  it  entered  into  an  agreement  with  the  carrier  under 
which  the  latter  agreed  to  build  and  equip  a  railroad  from  Whitehall  to  the 
Canadian  line  within  five  years  from  that  date,  in  payment  for  which  The 
New  York  and  Canada  Railroad  Company  of  1872  would  issue  Its  first- 
mortgage  bonds  and  capital  stock.  It  was  further  agreed  that  upon  comple- 
tion of  the  road  The  New  York  and  Canada  Railroad  Company  of  1872  would 
lease  Its  entire  property  to  the  carrier  in  perpetuity,  at  an  annual  rental  of  30 
per  cent  of  the  gross  earnings.  During  the  year  1872,  the  accounting  records 
of  the  carrier  list  some  expenditures  for  land,  land  damages  and  fences, 
graduation  and  masonry,  and  bridges,  trestles,  and  culverts,  but  the  work 
begun  during  the  life  of  The  New  York  and  Canada  Railroad  Company  of 
1872  was  completed  during  the  life  of  its  successor  company,  The  New  York 
and  Canada  Railroad  Company. 

HI8T0RY  OF  CORPORATE  FINANCING 

The  articles  of  association  authorized  The  New  York  and  Canada  Railroad 
Company  of  1872  to  issue  $3,000,000  of  capital  stock,  divided  Into  shares  of 
$100  each.  The  obtainable  records  do  not  indicate  that  any  of  this  stock  was 
Issued,  nor  Is  there  any  evidence  that  the  first-mortgage  bonds  referred  to  in 
the  agreement  of  March  26,  1872,  were  ever  issued.  No  further  information 
was  obtainable. 

The  Whitehall  and  Plattbburgh  Rail  Road  Company,  Predecessor  of  The 

New  York  and  Canada  Railroad  Company 

introductory 

There  are  no  obtainable  accounting  records,  the  information  here  submitted 
having  been  taken  from  the  laws  of  New  York,  the  obtainable  minute  book, 
and  from  the  returns  of  the  carrier  on  corporate  history. 

CORPORATE  HISTORY 

The  Whitehall  and  Pittsburgh  Rail  Road  Company  was  incorporated  under 
the  general  laws  of  New  York  and  by  a  special  act  passed  March  20,  18ft8. 
Under  Its  articles  of  association,  which  were  filed  February  16,  1866,  authority 
was  given  to  construct,  maintain,  and  operate  a  railroad  from  Whitehall  to 
Plattsburgb,  N.  Y.,  a  distance  of  about  00  miles.  Under  an  agreement  dated 
February  25,  1873.  effective  April  15,  1873,  The  Whitehall  and  Pittsburgh  Rail 
Road  Company  was  merged  and  consolidated  with  the  Montreal  and  Pitts- 
burgh Rail  Road  Company  and  the  New  York  and  Canada  Railroad  Company 
of  1872  to  form  The  New  York  and  Canada  Railroad  Company. 
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DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

At  its  demise  on  April  15,  1873,  the  property  of  The  Whitehall  and  Piatt* 
burgh  Rail  Road  Company  consisted  of  two  unconnected  single-track  standard- 
gauge  railroads,  as  follows :  Ausable  River,  near  A  usable  Forks,  to  Plattsburgh. 
nbout  21  miles;  Fort  Ticonderoga  to  Port  Henry,  about  15  miles;  total,  36  mile* 
Both  of  these  sections  were  constructed  under  unknown  conditions,  the  former 
in  1869  and  the  latter  in  1870. 

THE  HISTORY  OF  CORPORATE  FINANCING 

The  articles  of  association  authorized  capital  stock  not  to  exceed  $1,250,000, 
divided  into  shares  of  $100  each.  The  obtainable  records  do  not  state  what 
amount  had  been  Issued  and  was  outstanding  at  the  date  of  demise.  The  lease 
of  the  property  to  The  New  York  and  Canada  Railroad  Company,  dated  Jan- 
uary 14, 1873,  hereinafter  referred  to,  states  that  The  Whitehall  and  Plattsburgh 
Rail  Road  Company  had  $250,000  of  mortgage  bonds  outstanding  at  the  date  of 
lease  on  which  a  rental  of  7  per  cent  annually  was  received.  It  la  not  possible 
to  make  any  further  statement  concerning  its  securities. 

AIDS,  GIFTS,  GRANT8,  AND  DONATIONS 

Under  an  act  approved  March  20,  1807,  the  State  of  New  York  was  authorited 
to  pay  to  the  treasurer  of  The  Whitehall  and  Plattsburgh  Rail  Road  Company 
$5,000  a  mile  and  at  that  rate  for  any  part  of  a  mile,  after  the  road  shall  hare 
been  constructed,  not,  however,  to  exceed  50  miles  in  all,  the  road  to  be  com- 
pleted within  two  years  from  the  passage  of  the  act.  This  act  was  amended  is 
1869  and  1871,  extending  the  time  of  completion  of  the  road  and  reapproprlnt- 
Ing  the  unexpended  moneys  for  this  aid  in  accordance  with  the  original  act  In 
addition  to  the  above,  by  an  act  approved  May  9,  1867,  any  of  the  towns  In  the 
counties  of  Clinton  and  Essex,  and  the  towns  of  Putnam.  Whitehall,  and 
Dresden,  In  the  county  of  Washington,  were  authorized  to  issue  bonds  for  the 
payment  of  the  capital  stock  of  the  Whitehall  to  an  amount  not  exceeding 
20  per  cent  of  the  assessed  valuation  of  the  real  and  personal  property  of  the 
town.  Such  bonds  were  to  be  due  and  payable  30  years  from  date,  with  Interest 
at  7  per  cent.  The  same  act  authorised  The  Whitehall  and  Plattsburgh  Rail 
Road  Company  to  issue  $50,000  of  bonds.  There  are  no  records  from  which  it  to 
possible  to  ascertain  the  extent  to  which  the  counties  and  towns  aided  in  the 
construction  of  The  Whitehall  and  Plattsburgh  Rail  Road  Company  under 
these  acts. 

RESULT  OF  CORPORATE  OPKRATION8 

The  Whitehall  and  Plattsburgh  Rail  Road  Company  has  never  operated  its 
property.  That  portion  of  the  road  from  Fort  Ticonderoga  to  Port  Henry  was 
operated  from  completion  to  March  1,  1878,  by  the  Vermont  Central  and  the 
Vermont  and  Canada  Railroads  under  agreements  dated  September  26.  1870, 
and  January  30,  1871.  The  portion  from  Ausable  River  to  Plattsburgh  was 
operated  from  completion  to  January  1,  1871,  by  The  Montreal  and  Platts- 
burgh Rail  Road  Company  under  an  agreement  dated  May  1,  1869;  from 
January  1,  1871,  to  January  30,  1871,  by  Rutland  Railroad  Company  under  an 
agreement  dated  January  23,  1871 ;  and  from  January  30.  1871,  to  March  L 
1873,  by  the  Vermont  Centrol  and  the  Vermont  and  Canada  Railroads  under 
an  agreement  dated  January  30,  1871.  In  addition  to  the  above  leases  The 
Whitehall  and  Plattsburgh  Rail  Road  Company  leased  its  property  to  The 
New  York  and  Canada  Railroad  Company  for  a  period  of  099  years  from 
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January  14,  1878.  This  lease  was  made  subject  to  a  certain  lease  to  Rutland 
Railroad  Company  and  a  lease  to  The  Montreal  and  Plattsburgh  Rail  Road 
Company,  and  mentions  the  lease  to  the  Addison  Railroad  Company  for  999 
years  to  the  right  of  way  from  the  New  York-Vermont  State  line  to  a  con- 
nection with  the  line  of  The  Whitehall  and  Plattsburgh  Rail  Road  Company. 
The  lease  of  January  14,  1873,  was  recorded  in  Essex  and  Clinton  Counties, 
N.  Y.,  in  May  and  April  of  1873,  but  the  obtainable  records  do  not  state  that 
the  lease  was  made  effective  prior  to  the  merger. 

The  Montreal  and  Plattsbubgh  Rail  Road  Company,  Predecessob  or  the 
New  Yobk  and  Canada  Railboad  Company 


There  are  no  accounting  or  other  corporate  records,  the  information  here 
submitted  having  been  taken  from  the  laws  of  New  York  and  from  the  returns 
of  the  carrier  on  corporate  history. 

CORPORATE  HISTORY 

The  Montreal  and  Plattsburgh  Rail  Road  Company  was  incorporated  under 
the  general  laws  of  New  York  and  by  a  special  act  passed  April  12,  1867, 
and  is  a  reorganization  following  foreclosure  sale  of  The  Plattsburgh  & 
Montreal  Railroad  Company.  The  property  did  not  pass  into  the  possession 
of  The  Montreal  and  Plattsburgh  Rail  Road  Company,  however,  until  August 
20,  1868.  Under  an  agreement  of  February  25,  1873,  effective  April  15,  1873, 
The  Montreal  and  Plattsburgh  Rail  Road  Company  was  merged  and  consoli- 
dated with  The  New  York  and  Canada  Railroad  Company  of  1872  and  The 
Whitehall  and  Plattsburgh  Rail  Road  Company  to  form  The  New  York  and 
Canada  Railroad  Company.  At  its  demise  on  April  15,  1873,  the  property  of 
The  Montreal  and  Plattsburgh  Rail  Road  Company  consisted  of  a  single-track 
standard-gauge  railroad  extending  from  Plattsburgh,  N.  Y.,  to  the  New  York- 
Canada  line,  a  distance  of  about  23  miles,  that  It  had  acquired  from  The  Platts- 
burgh &  Montreal  Railroad  Company. 

HISTORY  OF  CORPORATE  FINANCING 

The  act  of  incorporation  authorized  capital  stock  of  $1,000,000,  divided  into 
shares  of  $100  each.  There  are  no  records  from  which  it  is  possible  to  make 
any  further  statement  concerning  the  securities  authorized  or  issued  by  The 
Montreal  and  Plattsburgh  Rail  Road  Company. 

RESULT  OF  CORPORATE  OPERATIONS 

The  Montreal  and  Plattsburgh  Rail  Road  Company  was  operated  by  its  own 
organization  from  August  20,  1868,  to  January  1,  1871,  and  by  the  Vermont 
Central  and  Vermont  and  Canada  Railroads  from  January  1,  1871,  to  March 
1,  1873.  During  the  latter  period  of  operation  the  property  of  The  Montreal 
and  Plattsburgh  Rail  Road  Company  was  under  lease  to  Rutland  Railroad 
Company  from  January  1,  1871,  to  January  30,  1871,  and  to  the  Vermont  Cen- 
tral and  Vermont  and  Canada  Railroads  from  January  30,  1871,  to  March  1, 
1873.  The  Montreal  and  Plattsburgh  Rail  Road  Company  also  operated  the 
property  of  the  Whitehall  and  Plattsburgh  Rail  Road  Company  from  Platts- 
burgh to  Ausable  River  from  May  1,  1869,  to  January  1,  1871.  The  terms  of 
these  various  leases  and  the  results  of  operations  are  not  of  record. 

1161.  C.C. 


Digitized  by  Google 


720  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


The  Plattsburgh  &  Montreal  Rail  Road  Company,  Predecessor  of  The 
Montreal  and  Plattbburoh  Rail  Road  Company 

introductory 

There  are  no  obtainable  accounting  records,  the  information  herein  contained 
having  been  taken  from  the  minute  book,  the  laws  of  New  York,  and  from  the 
returns  of  the  carrier  on  corporate  history. 

CORPORATE  HI8TOBY 

The  Plattsburgh  &  Montreal  Rail  Road  Company  was  incorporated  under 
the  laws  of  New  York  and  by  a  special  act  passed  April  7,  1849,  but  the  articles 
of  association  were  not  filed  until  March  28,  1850.  The  act  authorized  The 
Plattsburgh  ft  Montreal  Rail  Road  Company  to  construct,  maintain,  and  op- 
erate a  railroad  from  Plattsburgh,  N.  Y.,  to  the  Canada  line.  The  Platts- 
burgh ft  Montreal  Rail  Road  Company  defaulted  in  the  payment  of  the  Interest 
on  its  first  and  second  mortgage  bonds,  in  consequence  of  which  its  property 
was  sold  under  foreclosure  proceedings  on  September  24,  1857,  to  a  committee 
representing  the  bondholders,  who  held  the  property  in  trust  until  August  2ft 
1888.  At  the  latter  date  the  property  was  conveyed  to  a  committee  repre- 
senting the  bondholders,  who  had  previously  incorporated  themselves  on  April 
12,  1867,  as  The  Montreal  and  Plattsburgh  Rail  Road  Company.  The  property 
was  transferred  to  the  latter  by  deed  of  August  20,  1868. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

At  its  demise  on  August  20,  1868,  the  property  of  the  Plattsburgh  ft  Montreal 
Rail  Road  Company  consisted  of  a  single-track  standard-gauge  railroad,  ex- 
tending from  Plattsburgh  to  the  New  York-Canada  line,  a  distance  of  about 
23  miles,  all  in  the  State  of  New  York.  This  road  was  constructed  under 
unknown  conditions  and  opened  for  operation  in  sections  as  follows:  Platts- 
burgh to  Mooers  Junction,  July  26,  1852;  Mooers  Junction  to  New  York-Canada 
line,  September  20,  1852. 

HISTORY  OF  COBPORATE  FINANCING 

The  act  of  incorporation  authorized  capital  stock  of  $500,000,  divided  into 
shares  of  $50  each.  In  addition,  the  Plattsburgh  &  Montreal  Rail  Road  Com- 
pany was  authorized  by  its  stockholders  to  issue  two  series  of  long-term  debt. 
First-mortgage  bonds  amounting  to  $200,000  were  authorized  to  provide  means 
for  completing  the  road  and  supplying  the  necessary  equipment.  These  bonds 
were  dated  June  1,  1852,  and  were  payable  at  June  1,  1862,  with  interest  at 
7  per  cent.  Second-mortgage  bonds  amounting  to  $200,000  were  authorized  to 
secure  funds  for  general  purposes.  This  issue  was  dated  July  15,  1853,  and  was 
payable  August  1, 1868,  with  interest  at  7  per  cent. 

RESULT  OF  CORPORATE  OPERATIONS 

The  Plattsburgh  ft  Montreal  Rail  Road  Company  was  operated  by  its  own 
organization  from  completion  to  February  16,  1855;  by  Edward  V.  Pri** 
leasee,  under  unknown  conditions,  from  February  21,  1857,  to  August  20,  1868 
There  are  no  records  from  which  it  is  possible  to  state  the  results  from  these 
operations.  No  further  information  was  obtainable. 
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Turn  Cheery  Valley,  Sharon  and  Albany  Railroad  Company,  Predecessor  of 

the  Carrier 

introductory 

There  are  no  accounting  records  for  The  Cherry  Valley,  Sharon  and  Albany 
Railroad  Company,  and  the  information  here  submitted  Is  taken  from  the  laws 
of  New  York,  the  minute  book,  sworn  reports  to  the  State  of  New  York,  and 
from  the  returns  on  corporate  history  and  the  accounting  records  of  the 
carrier. 

CORPORATE  HISTORY 

The  Cherry  Valley,  Sharon  and  Albany  Railroad  Company  was  incorporated 
under  a  special  act  of  New  York  dated  April  10,  1800,  as  the  Cherry  Valley 
and  Sprakers  Railroad  Company.  This  name  was  changed  to  Cherry  Valley 
and  Mohawk  River  Railroad  Company  by  a  special  act  of  New  York  dated 
April  15,  1804,  and  again  changed  to  that  first  mentioned  by  a  special  act  of 
New  York  dated  April  10,  1809.  The  Cherry  Valley,  Sharon  and  Albany  Rail- 
road  Company  was  authorised  by  the  original  act  to  construct,  operate,  and 
maintain  a  railroad  from  Cherry  Valley  to  a  connection  with  the  line  of  The 
New  York  Central  Railroad  Company  at  Palatine,  N.  Y.,  about  15  miles.  By 
the  subsequent  acts  amending  the  original  act.  The  Cherry  Valley,  Sharon  and 
Albany  Railroad  Company  was  authorized  to  extend  Its  line  in  a  southerly 
direction  connecting  with  the  Albany  and  Susquehanna  at  Coblesklll,  N.  Y. 
The  property  of  The  Cherry  Valley,  Sharon  and  Albany  Railroad  Company  was 
merged  with  that  of  the  carrier  on  July  17,  1908,  under  a  certificate  merger 
dated  July  10.  1908. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  sworn  reports  to  the  New  York  State  engineer  indicate  that  The  Cherry 
Valley,  Sharon  and  Albany  Railroad  Company  owned  at  July  17,  1908,  a  single- 
track  standard-gauge  railroad,  extending  from  Cherry  Valley  to  Cherry  Valley 
Junction,  about  21.34  miles  of  road,  construction  of  which  had  been  undertaken 
during  the  years  1809  and  1870  under  unknown  conditions.  At  July  15,  1808, 
The  Cherry  Valley,  Sharon  and  Albany  Railroad  Company  entered  into  an 
agreement  with  the  Albany  and  Susquehanna  by  which  that  company  agreed 
to  complete  its  road  and  take  over  the  operation  of  it  when  completed.  This 
agreement  was  assigned  by  the  Albany  and  Susquehanna  to  the  carrier,  under 
date  of  May  27,  1870,  and  the  road  was  completed  and  placed  In  operation 
about  June  1,  1870. 

HI8TORY  OF  CORPORATE  FINANCING 


The  capital  stock  and  the  several  classes  of  long-term  debt  Issued  and  retired 
are  here  stated,  with  the  amount  of  each  outstanding  on  July  17,  190S : 


Description 

Originally 
issued 

Retired 

$289, 100.  00 
525, 000. 00 
128, 476. 30 
072, 750  00 

$289, 100.  00 

Two  series  of  first-mortgage  bonds  .  

$525,  000.  00 
128, 476. 30 
220, 512. 30 

Nonnegottablc  debt    

4  *>  2,  23  7  TO 

Total   

1,615,320.30 

873,088.60 

741,837.70 
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Capital  stock,  common. — The  act  of  Incorporation  authorized  originally  an 
issue  of  capital  stock  not  to  exceed  $100,000,  divided  into  shares  of  $50  each 
This  authorisation  was  Increased  by  amendment  on  April  15,  1864,  to  $500,000, 
and  on  April  10,  1866,  to  $1,000,000.  Of  the  amount  authorized.  $280,100  was 
issued  and  outstanding  on  July  17,  1003.  The  consideration  received  for  this 
issue  of  stock  is  not  of  record,  but  the  report  to  the  State  engineer  of  New 
York  shows  a  like  amount  as  part  of  the  investment  in  road  and  equipment 

Funded  debt. — First-mortgage  30-year  7  per  cent  bonds,  amounting  to  $225,000, 
were  authorized  for  the  purpose  of  securing  funds  for  the  purchase  of  iron 
and  completing  the  road.  The  minutes  of  July  12,  1869,  state  that  $201,500  par 
value  of  these  bonds  were  delivered  to  Dabney,  Morgan  &  Company  as  collateral 
security  for  $128,476.39  gold-coin  notes  payable  in  one  year,  and  the  remainder 
were  authorized  to  be  sold  at  not  less  than  90,  but  the  subsequent  records  show 
that  of  the  remainder,  $13,500  was  held  by  the  National  Central  Bank  of 
Cherry  Valley  as  collateral  security  for  money  advanced  by  that  bank.  The 
minutes  of  December  31,  1869,  authorized  the  retirement  of  the  outstanding 
bonds  by  another  issue  of  bonds  of  the  amount  of  $300,000.  It  is  not  possible 
to  state  from  the  records  whether  this  issue  of  $225,000  was  retired  by  the 
second  issue  of  bonds  or  from  the  proceeds  of  the  same. 

FIrst-mortgnge  30-year  7  per  cent  bonds,  amounting  to  $300,000,  were  author- 
ized for  refunding  purposes  and  to  secure  additional  funds  for  completing  the 
road.  The  considerations  received  in  the  issue  are  not  of  record.  The  minutes 
of  December  30,  1870,  approve  the  sale  of  $300,000  at  80.  The  first  issue  of 
$225,000  of  bonds,  referred  to  above,  may  have  been  retired  by  this  issue  or 
from  the  proceeds  of  same.  The  entire  amount,  $300,000,  including  the  discount 
of  $60,000,  Is  included  in  the  report  to  the  State  engineer  of  New  York  as  pan 
of  the  total  representing  the  investment  in  road  and  equipment.  These  bonds 
were  retired  through  the  carrier  for  $257,412.50,  at  a  discount  of  $42487.50. 
and  charged  by  that  company  to  The  Cherry  Valley,  Sharon  and  Albany  Bail 
road  Company  in  open  account. 

Gold-coin  notes  amounting  to  $128,476.39  were  issued  to  Dabney,  Morgan  A 
Company  and  were  payable  in  one  year.  The  considerations  for  the  issues  and 
retirements  are  not  of  record,  but  from  the  minutes  of  The  Cherry  Vallej, 
Sharon  and  Albany  Railroad  Company  it  Is  stated  that  the  notes  were  issued 
for  iron. 

Advance  ». — As  has  been  stated  above,  The  Cherry  Valley,  Sharon  and  Albany 
Railroad  Company  was  completed  by  the  carrier,  and  the  latter  also  financed  it 
to  the  date  of  merger,  July  17,  1908.  At  June  30,  1907,  the  latest  report  to  the 
New  York  State  engineer,  the  balance  sheet  statement  lists  $452,237.70  as  noo- 
negotlable  debt  to  affiliated  companies.  This  amount  consists  of  the  par  value 
of  the  first-mortgage  30-year  bonds,  $300,000,  that  the  carrier  retired  at 
maturity,  and  $372,750  Interest  on  these  bonds  paid  by  the  carrier  from  1S83 
to  the  date  of  retirement,  less  $220,512.30  credited  to  The  Cherry  Valley,  Sharon 
and  Albany  Railroad  Comimny  as  Income  from  lease  of  road  from  1883  to 
1903. 

RESULT  OF  CORPORATE  OPERATIONS 

As  previously  stated,  The  Cherry  Valley,  Sharon  and  Albany  Railroad  Com- 
pany entered  Into  an  agreement  for  the  operation  of  its  road  by  the  Albany 
and  Susquehanna  July  15,  1868,  which  agreement  was  subsequently  assigned, 
May  27,  1870,  to  the  carrier.  Under  this  agreement,  The  Cherry  Valley. 
Sharon  and  Albany  Railroad  Company  was  to  receive  as  rental  one-half  of 
the  earnings  after  deducting  the  taxes.    The  carrier  operated  the  property 
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from  Jane  1,  1870,  to  July  17,  1908,  crediting  The  Cherry  Valley,  Sharon  and 
Albany  Railroad  Company  in  open  account  with  Its  proportion  of  the  earn- 
ings and  charging  it  with  the  expenditures  for  completing  the  rond,  the 
additions  and  t>etterraents  made  thereto,  the  Interest  paid  on  its  funded  debt, 
and  some  other  unpaid  expenses  at  the  date  of  the  lease.  The  records  of 
the  carrier  show  credits  from  operation  of  road  amounting  to  $108,708.51 
from  June,  1870,  to  December,  1870,  and  for  the  same  period  there  are  pay- 
ments for  interest  on  funded  debt  amounting  to  $37,046.  The  net  amount  of 
$21,663.51  was  credited  to  the  profit  and  loss  account  of  the  carrier.  Sub- 
sequent charges  nnd  credits  on  account  of  this  operation  during  the  period 
of  1879  to  1908  were  not  segregated  on  the  books  of  the  carrier.  The  reports 
of  The  Cherry  Valley,  Sharon  and  Albany  Railroad  Company  to  the  Rail- 
road Commission  of  New  York  are  continuous  from  June  SO,  1883,  to  June  30, 
1903,  nnd  state  the  income  from  lease  of  road  as  $220,512.30  and  the  in- 
terest on  funded  debt  for  the  same  period  as  $372,750,  thus  making  a  deficit 
of  $152,237.70.  which  is  the  profit  and  loss  debit  balance  entered  upon  the 
balance  sheet  statement  of  June  80,  1907,  the  latest  that  was  obtainable. 

INVESTMENT  IN  BOAD  AND  EQUIPMENT 

The  Cherry  Valley,  Sharon  and  Albany  Railroad  Company  owned  no 
equipment.  On  September  30,  1908,  the  investment  in  road  showed  a  balance 
of  $589,100,  which  had  been  established  as  follows:  Par  value  of  capital 
stock  issued,  $289,100;  par  value  of  flrst-mortsnge  bonds  issued,  $300,000; 
total,  $589,100.  As  hereinbefore  stated,  the  total  shown  above  includes  a 
discount  of  $60,000  incurred  In  the  Issue  of  a  par  value  of  $300,000  of  mort- 
gage bonds  at  80. 

The  Cherry  Valley,  Sharon  and  Albany  Railroad  Company  stated  in  its  re- 
port to  the  New  York  State  engineer  for  1870  that  "a  large  part  of  the 
work  was  done  under  contract  for  a  gross  sum,  such  work  embracing  nil 
the  grading,  fencing,  masonry,  bridging,  etc.;  said  contract  having  been 
abandoned  by  the  contractors  before  its  completion,  thereby  leaving  disputed 
claims,  so  that  it  is  difficult  to  give  the  amount  In  exact  terms  for  each 
portion  of  the  work."  A  further  statement  Is  made  that  "The  cost  of  the 
road  was  about  $600,000." 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  and  used 
by  The  Cherry  Valley,  Sharon,  and  Albany  Railroad  Company  on  July  17,  1008. 
can  not  be  definitely  ascertained  owing  to  the  entire  absence  of  accounting 
records  of  The  Cherry  Valley,  Sharon,  and  Albany  Railroad  Company  and 
those  of  the  contractor  who  constructed  the  original  road.  In  its  sworn  re- 
port to  the  Railroad  Commission  of  New  York  for  June  30,  1907,  the  cost  of 
the  road,  exclusive  of  equipment,  Is  shown  as  $589,100,  comprising  its  outlay 
in  securities  as  hereinbefore  stated.  The  minutes  of  The  Cherry  Valley, 
Sharon,  and  Albany  Railroad  Company  record  the  following  expenditures 


made  on  account  of  construction. 

Engineering   $9,  973. 13 

Land  and  land  damages     21,830.20 

Ties     31,020.75 

Iron      .  148,316.23 

Superstructures   32,  732. 81 

Wood  account   1,055.13 
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Depots,  engine,  and  water  houses. 

Construction  (not  classified)  

Taxes  

Interest  on  town  bonds  


account  of  sale  of  town  bonds  

account  of  bonds  and  mortgages  for  Iron. 


Personal 


accounts. 


._  $18,825.57 
211. 102. 19 
23.24 
-    19,250  00 
1,476.43 
(325. 25 
300.00 


Total- 


LEASED  RAILROAD  PROPERTY 


4ikj,  5-m  as 


The  property  of  The  Cherry  Valley,  Sharon,  and  Albany  Railroad  Company 
was  leased  to  the  carrier  until  July  17,  1006,  when  it  was  merged  with  the 
property  of  the  lessee.  Under  the  terms  of  this  lease,  the  lessor  was  to 
receive  as  rental  one-half  the  earnings  after  deducting  taxes  as  hereinbefore 
described. 


Albany  and  Susquehanna  Rail  Road  Company  ( Albany  and  Susquehanna) 

development  of  fixed  physical  property 

The  records  of  the  Albany  and  Susquehanna  indicate  that  preliminary  sur- 
veys were  begun  in  May,  1851,  and  grading  and  masonry  for  about  25  miles 
on  the  east  end  from  Albany  were  commenced  in  1S53  under  contract  with 
independent  contractors.  Work  was  suspended  in  1854,  but  was  resumed  in 
October,  185S.  and  finally  completed  In  1809.  The  property  was  placed  in 
operation  on  the  following  dates: 


—  - 


Albany  to  Central  Bridite    

Central  Bridge  to  Coblrsklll   

Coblrekill  to  Hichrnundvtllp  

Richmond ville  to  Worcester.  __     .   

Woraater  to  Schen?vua_ ..  _    

Bchctiovus  to  OneonUt  -   

Ouconln  to  Ofeo.    __    

OU'fto  to  t'nndiDn     

Unndilln  to  Sydney   

Sydney  to  Bainliridgo        

Bninhridco  to  Alton   .  _  .  

Afion  to  Harpureville..    

UarpursvilJo  to  Binghrimtm  _  _ .  _  

Total    


Sept. 

Jfin. 

Juno 

July 

Aug 

Aug. 

Jan. 

Mar. 

Oct. 

July 

Nov. 


i  W5 
I.  ISM 
17. 1865 
7.1865 
2S>  IMS 
23.18M 
21,  1866 
22.1808 
10, 1867 
11. 1807 

£!£ 


34. » 
&3» 
&  29 

11. » 
6.00 

IS.  007 
&01 
9  20 
4.39 
4  196 
A.  793 


Ml  441 

_  . 


The  road  was  originally  constructed  of  a  gauge  wider  than  the  present 
standard  gauge,  on  account  of  its  connection  with  the  New  York  and  Erie 
Railroad  at  Binghamton.  The  carrier  in  1871  constructed  a  third  rail  so  that 
standard  gauge  equipment  might  be  used,  subsequently  changing  the  entire 
road  to  standard  gauge  and  constructing  a  second  track  of  about  95.330  miles 
between  Delanson  and  Binghamton. 

HISTORY  OF  CORPORATE  FINANCING 

The  records  of  the  Albany  and  Susquehanna  disclose  no  syndicating  trans- 
actions. The  capital  stock  and  the  several  classes  of  long-term  debt  issued 
and  retired  are  here  stated,  with  the  amount  of  each  outstanding  on  date 
of  valuation. 
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Description 


Issued 


Retired 


Outstanding 


Capital  stock  

Fix  series  of  mortgage 

ible  debt  to  affiliated 

Total  


$5,095,000 
24,  700,  000 
7,  500.000 


$1,505,000 
14, 700,  (XX) 
7,  500,  000 


$3,  500. 000 
10,000,000 


37.295,000 


23,705,000 


13,500,000 


Funded  debt.— The  Albany  and  Susquehanna  issued  and  retired  funded  debt 
In  exchange  for  the  following  considerations : 


Recorded 
value 

Par  Talue 

Issued: 

Cash  

•4,701,431.74 

390,823. 10 
050,000.00 
1,  505, 000.  00 
13, 010.  ooa  00 
70,  000.  00 

7, 600,  ooa  00 

12H.45O00 
1,32a  28 

28,904,815.18 

$5,462,406.50 

468,  823. 10 

oso,  ooa  00 
l,  505,  ooa  00 
13, 810,  ooa  00 
7a  ooa  oo 

7,600,000.00 
128,450  00 
1,820.28 

29,706.000.00 

Construction  of  property.  

Capital  stock.  ....... — .  _ .  _  _  _ 

The  difference  of  $830,184.82  between  the  par  value  issued  and  the  recorded 
amount  of  considerations  received  consists  of — 

Discount  on  capital  stock  $341,  541. 621    _    „ 

979.  86 


Discount  on  funded  debt. 


507.  438. 24 J 


Premium  on  capital  stock   108,795.04 

Net  difference   830, 184. 82 

This  difference  was  disposed  of  as  follows : 
Charged  to — 

Investment  in  road  and  equipment   $597, 438. 24 1 

Profit  and  loss  

Credited  re- 
investment In  road  and  equipment   1, 095. 49 "I 

Profit  and  loss   107, 699. 55/  108, 793* 04 


^597,438.24^ 
341,  541. 62  J*938'  970  86 


Net  charges 


    830.184.82 

Securities  of  a  par  value  of  $16,205,000  were  retired  with  $1,081,000  of  cash 
and  $15,214,000  of  other  securities  issued.  The  details  of  the  individual  issues 
of  securities  will  be  found  in  the  accounting  report  hereinbefore  referred  to. 

Xonneffotiable  debt  to  affiliated  companies. — From  1870  to  1880  the  carrier 
advanced  the  Albany  and  Susquehanna  in  open  account  for  additions  and  better- 
ments $7,500,000,  which  the  latter  retired  at  par  by  the  issue  of  $2,545,000  of 
common  stock  and  $4,955,000  of  first-mortgage  bonds. 

Short-term  notes. — In  addition  to  the  foregoing  the  Albany  and  Susquehanna, 
during  the  years  1865  to  1902,  issued  and  retired  short-term  notes  for  temporary 
financing  to  the  amount  of  $3,055,036.27,  for  which  the  considerations  received 
were  $2,760,434.94  cash,  $265,840.08  construction  or  property,  and  $28,761.25  in 
payment  of  interest  on  funded  debt.  The  entire  amount  was  retired  with 
$2,985,036.27  cash  and  $70,000  of  capital  stock. 

28026*— 27— Vol.  116  47 


Digitized  by  Google 


726  INTERSTATE  COMMERCE  COMMISSION 


RESULTS  OF  CORPORATE  OPERATIONS 

Income  account. — The  income  account  of  the  Albany  and  Susquehanna  for 
year  ended  on  date  of  valuation,  and  for  the  period  September  18,  1863,  to  date 
of  valuation,  follows. 


Operatln  •  income: 

HrUlway  opcrntinp  revenues.. 
Itsulwny  operating  eipen: 


i.  721.  :<.*.;: 


Net  rcTcnue  from  r!»tlw:iy  operations. 
Railway  tax  accruals  ._. 


WT.fiTL 


Nonopcrating  income: 

Income  from  )e:ise  of  pwl  

Income  from  unfunded  *h  unties  Mini  accounts. 
Income  from  sinkinn  and  other  reserve  funds... 


$7flfi,  700.  00 
1,  712.SU 


Total  

Oross  income.. 


10 


37, 203,  «7f,.  * 


Deduction*  from  (cros.5  incutim: 

Miscellaneous  tax  wcru.kls  

Interest  on  funded  dell   

Interest  on  unfunded  debt .  _   

Maintenance  of  in vest  rw:U  i.rK.mi zdion. 


4.  ;m.  04 

35O.lWO.O0 


1,  545.  75 


Total  

Net  i  ncorrip . 


35.5.  isA.  79 


24,262,4*  31 
51.  iK.^ 
M«.WiV: 


24,6SJ.M)..( 


Disposition  of  net  income,  dividend  npiiro|>ri:itin n*  of  income. 

Income  balance  tram/erred  to  - 

Credit  of  profit  and  !u,is_  

Debit  of  profit  ;ind    


If  certain  delayed-income  items  in  the  profit  and  loss  account  were  trans 
ferred  to  the  income  account  for  the  entire  period,  there  would  be  a  credit 
balance  of  $1,071,505.08  carried  to  profit  and  loss  instead  of  the  debit  balarice  of 
$117,211.61  shown  above. 

Profit  and  loss  account. — The  profit  and  loss  account  of  the  Albany  and 
Susquehanna  on  date  of  valuation  follows. 

Credits : 

Delayed-income  credits — 

Income  from  lease  of  road  $1. 350, 512. 36 

Refund  of  railway  tax  accruals   14, 270. 60 

  $1, 364, 792. 05 

Miscellaneous  credits — 

Capital  stock,  par  value,  surrendered  by 

the  carrier,  account  of  amended  lease   50, 000. 00 

Adjustments  of  balance  sheet  accounts   10, 171. 20 

Amount  allowed  in  suit  of  G.  S.  Marsh..  6,  268. 76 

Proceeds  from  sale  of  United  States- 
Revenue  stamps   160. 11 

Land.  _    8,700.00 

Materials   280.  25 

Premium  on  capital  -  stock 


Forfeited  stock  

Other  stock  


Total 


$107,  609.  55 
326.50 


108,  020.  05 


192,624.37 


1.557.416.42 
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Debits: 

Debit  balance  transferred  from  income   $117, 211. 61 

Stock  discount  extinguished  through  surplus   341,  541. 62 

Delayed-income  debits,  railway  operating  expenses   175,084.46 

Miscellaneous  debits— 

Material-Inventory  adjustments  $63, 052. 00 

Balance  in  open  account  against  J.  F. 
Ramsay,  president   07,461.52 

Loss  on  investment  securities   7, 000. 00 

  167.  514. 51 

Credit  balance  on  date  of  valuation     755, 164. 22 

Total   _      1,557,416.42 

INVESTMENT  IN  ROAD  A  NO  EQUIPMENT 

On  date  of  valuation  the  Investment  in  road  and  equipment,  including  land, 
Is  stated  in  the  books  of  the  Albany  and  Susquehanna  as  $14,200,766.55,  which 
had  been  established  as  follows : 
Original  construction: 

Money  outlay,  including  notes  payable  subsequently  retired 

with  cash   _   $5, 650, 117. 03 

Capital  stock  issued   114, 823. 16 

Funded  debt  issued     240,600.00 

Town  bonds  exchanged   60, 100. 00 

Gross  considerations   6,074,640.19 

Proceeds  from  sale  of  land  and  materials —  $31. 114. 74 

Amounts  forfeited  by  contractor   13. 430. 40 

  44,  545. 14 

Net  construction   6,030,095.05 

Additions  and  betterments : 

Bead,  money  outlay,  cash  expenditures  made  by  the  carrier.  8, 533, 728. 53 
Equipment — 

Money  outlay,  including  $3,006,271.47  cash  expenditures 

made  by  the  carrier   4,  723,  031. 74 

Second-mortgage  bonds  issued   35,200.00 

Total   8, 291, 900. 27 

Other  items,  not  in  accord  with  our  present  ac- 
counting rules : 
Credits — 

Donations  received  from  State  of  New 

York  $750,000.00 

Donations  received  from  individuals   1, 725.  Q0 

751, 725. 00 

Debits- 
Discount  on  securities  Issued  ($597,438.24) 
less  $1,095.49  of  installments  on  capital 
stock  forfeited   590,342.75 
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Other  items,  not  In  accord  with  our  present  ac- 
counting rules — Continued. 
Debits— Continued. 

Commission  allowed  J.  H.  Ramsay,  presi- 
dent, for  services  in  securing  $900,000 

of  town  bonds,  at  2  per  cent   $18,000.00 

Loss  on  town  bonds  disused  of   500.  00 

Commission  allowed  Cuggar  and  Hand  for 
services  in  securing  the  issue  of  Albany 

city  bonds   1,000.00 

tractors,  for  completing  tracklaying  by 

September  1,  1805   2,000.00 

Payments  made  to  sinking  fund  for  retire- 
ment of  Albany  city  bonds   10,000.00 

Net  amount  of  old  accounts  written  off__  2,593.48 


630,  430.  23 

Net  credits    $121,288.77 


Grand  total   14,200.766.55 


If  the  credits  in  "other  items"  were  restored  and  the  debts  therein  elim- 
inated, the  balance  in  the  account  would  be  increased  to  $14,322,055.32,  and,  w 
far  as  it  is  resolvable  into  the  kinds  of  consideration,  would  comprise  the 


following  classes  of  recorded  outluys : 

Recorded  money  outlay  $13,906,877.30 

Capital  stock  issued   114,823.18 

Funded  debt  issued   284, 800.00 

Town  bonds  exchanged   60,100.00 

Less  deductions  not  assignable  specifically  to  any  one  or  more 
of  the  classes  of  outlay  above  stated: 

Proceeds  from  sale  of  land  and  materials   31, 114. 74 

Accounts  forfeited  by  contractor   13,430.40 


The  balance  mentioned  above  may  include  the  cost  of  lands  classified  as 
noncnrrier  and  the  original  cost  of  certain  land  sold,  the  proceeds  of  which 
were  credited  to  profit  and  loss.  It  may  also  Include  an  indeterminable  ainouat 
representing  that  part  of  the  cost  of  property  disposed  of  in  excess  of  the 
credits  made  to  the  account  for  proceeds  from  sales. 

ORIGINAL  COST  TO  DATE 

CoMt  of  lands. — The  Albany  and  Susquehanna  reports  the  original  cost  of 
all  lands  owned,  including  both  carrier  and  noncarrier  lands,  as  $470,962.98. 
In  verifying  the  returns,  $20,424.56  was  deducted  as  not  constituting  land 
costs.  The  resulting  balance  of  $450,538.42,  made  up  in  part  of  costs  sup- 
ported by  accounting  records  and  In  part  of  substantial  deed  considerations 
and  other  amounts,  which  the  carrier  claims  to  represent  costs  but  which 
are  not  supported  by  accounting  records,  may  be  classified  as  follows : 
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• 

Classification 

Costs  sup- 
ported by 
accounting 
records 

Amounts  not 
supported  by 

records 

Rights  in  private  lands,  owned  but  leased  to  the  carrt 

W44.726.07 
754.36 
502.00 

83.921.  70 

632.30 

LEASED  RAILWAY  PROPERTY 


The  property  of  the  Albany  and  Susquehanna  waa  leased  February  24,  1870, 
fdr  the  term  of  Its  charter,  to  the  year  2001,  to  the  carrier.  That  agreement 
was  amended  on  March  7,  1876.  The  terms  of  the  lease  and  the  rental  ac- 
crued for  the  year  ending  on  date  of  valuation  are  given  in  the  section  on 
railway  property  of  the  report  on  the  carrier. 


and  Saratoga  Rail  Road  Company  (Rkn« 
Saratoga  ) 


The  accounting  and  other  records  of  the  Rensselaer  and  Saratoga  were 
destroyed  by  flre  on  May  10,  1862.  From  that  date  to  January  1,  1868,  the 
books  of  accounts  are  incomplete.  Information  contained  In  this  report 
pertaining  to  this  period  prior  to  the  latter  date  has  been  compiled  from  the 
Rensselaer  and  Saratoga^  sworn  reports  to  the  New  York  State  engineer, 
its  corporate  records,  and  the  return  on  corporate  history  made  by  the  carrier. 


The  corporations  whose  franchises  and  properties  hare  gone  to  make  up 
the  present  company,  and  the  dates  of  the  changes  in  those  several  corpora- 
tions, are  shown  in  the  following  table: 


Corporate  name 


1.  Rensselaer  and  Saratoga 

2.  The  Olens   Falls  Rail 

Company. 
8.  The  Troy,  Balem  it  Rutland 

Rail  Road  Company. 
4.  The  Salem  4  Rutland  Rail 

Road  Company. 

6.  The  Rutland  &  Washington 

Rail  Road  Company. 

g.  Troy  *  Rutland  Rail  Road 
Company. 

7.  The  Saratoga  it  Whitehall  Rail- 

road Company. 

8.  Saratoga  and  Washington  Rail 

Rood  Company. 

9.  Saratoga  and  Fort  Edward  Rail 

Road  Company 


1161.  C.G. 


Date  of  Incor- 


Apr.  14.1832 
July  26,18f57 


3.1865 
Feb.  1, 1867 
Nov.  18, 1847 
Nov.  12  1849 
July  2 
June  7. 
May  2 
Apr.  17. 


Stnte 


New  York . 

 do  


 do  - . ... 

 do  

New  York. 

 do  

 do  

-  -  -  -  -  dO  mm  mmm 


Date  of  acquisition  by 


Present  company. 
Acquired  by  1,  July  31,  1908. 

Acquired  by  1,  Oct.  20,  1868. 

Acquired  by  1,  Oct.  20. 


Eroperty  in  New  York 
y  3,  June  30,  wv>. 


Portion  of 
acqt 

Portion  of  property  In  Vermont 


mired 
(on  of  . 
acquired  by  4,  June  30,  1865. 
Acquired  by  3,  June  3,  1865. 

Acquired  by  1.  Oct.  20.  1868. 

..  Acquired  by  7,  June  8,  1855. 

by  8, 
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DEVELOPMENT  OK  FIXED  PHYSICAL  PROPEBTY 


The  property  owned  or  held  under  perpetual  lease  by  the 
Saratoga  on  date  of  valuation  was  acquired,  as  follows: 


Rensselaer  4* 


Road  constructed: 

Troy  to  Ballston  Spa.  

Watervllet  to  Green  Island. 
Glens  Falls  to  Lake  George. 


Total. 


Roads  ac  aired: 

Saratoga  and  Whitehall  Railroad— 

Saratoga  Springs  to  Whitehall    

Whitehall  to  New  York- Vermont  State  line   

The  Trov,  Salem  &  Rutland  Railroad  Company,  Eagle  Bridge  to  New 

York- Vermont  State  line  I  Oct.  20. 1908 

The  Olen  Falls  Railroad  Company,  Fort  Edward  to  Glens  Falls   July  31, 1906 


Total. 


Grand  total  owned   

Road  held  under  perpetual  lease,  The  Salem  and  Rutland  Railroad  Company, 
New  York-Vermont  State  line  to  Rutland,  Vt  


Total  mileage  owned  or  held  under  lease . 


Mar.  18. 1067 


5.400 


85.340 
12a  630 

31074 
153. 704 


HISTORY   OF  CORPORATE  FINANCING 

The  records  of  the  Rensselaer  and  Saratoga  disclose  no  syndicating  transac- 
tions. The  capital  stock  and  the  several  classes  of  long-term  debt  issued  and 
retired  are  here  stated,  with  the  amount  of  each  outstanding  on  date  of 
valuation. 


Description 

Originally 
issued 

Retired 

Capital  stock. .  — .  — ....... — - —  —  ... 

$10,000,000 
2,  750,  000 
1,025,  000 
4,000,  000 

$7.^  boo' 

1, 025,  000 
4,000.000 

$10, 000, 000 
2,000,000 

17,775,000 

5,776,000 

12,000,000 

Capital  stock. — A  par  value  of  $610,000  was  Issued  for  which  the  considera- 
tions received  could  not  be  ascertained.  A  par  value  of  $3,150,750  was  Issued 
for  $1,150,012.50  cash,  the  discount  of  $2,000,137.50  being  disposed  of  In  the 
accounts  as  hereinafter  described.  The  balance  of  $0,230,250  was 
par  for  the  following  considerations: 

Property  $1,300,000 


Other  debt  retired  (advances)   

Securities  of  other  companies  

Bonus  to  stockholders  

Stock  dividend  


  4,000,000 

  347, 250 

  400. 000 

  183, 000 


Total   6,230.250 

Funded  debt.— The  available  sources  of  Information  show  the  Rensselaer 
and  Saratoga  to  have  had,  since  July  1,  1853,  five  Issues  of  funded  debt 
and  three  others  assumed  in  the  acquisition  of  property.  What  issues,  if  any, 
were  made  prior  to  July  1,  1853,  can  not  be  ascertained  due  to  the  absence 
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of  all  accounting  records  for  that  period.  The  purposes  for  which  the  capital 
securities  were  issued  and  the  apparent  considerations  received  therefor  ap- 
pear to  have  been,  as  shown  by  the  records : 


Consideration 

Recorded  value 

Par  value 

Issued  or  assumed: 

$1,436,902.60 
5,01*,  900,  00 
5,  775,  000.  00 
608,250.00 

S3, 407,750 
6,  299,000 
6,775.000 
598,  250 
182,000 
400.000 
136.000 

75,000 
842.000 

Without  consideration  (issued  to  carrier  in  return  for  latter'*  guaranty 
of  Rensselaer  and  Saratoga's  funded  debt)  

121,500.00 

841, 571 00 

14,790,217.50 

17,775,000 

The  difference  of  $2,984,782.50  between  the  par  value  issued  or  assumed, 


and  the  recorded  value  of  the  considerations  received,  consists  of— 

Discount  on  capital  stock   $2,000,137.50 

Discount  on  funded  debt   45,545.00 

Stock  dividend   183,000.00 

Stock  bonus   400, 000. 00 

Funded  debt  issued  without  consideration   75,000.00 

Issued  to  the  treasury  and  subsequently  sold—  281, 100. 00 


Total   2,084,782.50 


The  disposition  of  the  stock  dividend  of  $183,000  could  not  be  determined 
from  the  records.    The  balance  of  $2,801,782.50  was  disposed  of  as  stated 


below: 

Charged  to — 

Income   $70. 00 

Profit  and  loss     340.601.83 

Investment  in  road  and  equipment   1, 907, 138. 07 

Open  account  Consolidation  Account   403.912.60 


The  nature  of  the  entries  comprising  the  "Consolidation  Account"  can  not 
be  ascertained  owing  to  the  absence  of  accounting  records.  The  account,  at 
September  30,  1867,  the  earliest  obtainable  record,  contained  a  credit  balance  of 
$471,912.60.  This  account  was  subsequently  charged  with  $8,000.  representing 
the  value  of  inventoried  equipment  of  The  Troy,  Salem  &  Rutland  Rail  Road 
Company,  which  was  missing  at  the  time  of  the  consolidation,  thus  making 
a  credit  balance  of  $463,912.60,  which  was  closed  out  in  1871  by  charging  the 
account  with  a  like  amount  of  the  discount  on  capital  stock.  The  details  of 
the  Individual  Issues  of  securities  will  be  found  In  the  accounting  report  here- 
inbefore referred  to. 

NonnegotiaWe  debt  to  affiliated  companies. — From  1871  to  1892  the  carrier 
made  improvements  to  the  property  of  the  Rensselaer  and  Saratoga  amounting 
to  $4,000,000,  charging  the  latter  in  open  account.  The  Rensselaer  and  Sara* 
toga  issued  a  like  amount  of  capital  stock  in  repayment. 

Short-term  notes. — In  addition  to  the  foregoing,  the  Rensselaer  and  Saratoga, 
daring  the  years  1868  to  date  of  valuation,  issued  and  retired  short-term  notes 
for  temporary  financing,  aggregating  $455,084.84  for  which  the  considerations 
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received  were  $107,484.65  cash  and  $347,600.19  in  settlement  of  current  lia- 
bilities.   The  entire  amount  was  retired  with  a  like  amount  of  cash, 
is  no  record  of  notes  prior  to  1868. 


TIO*B 


year  ending  on  date  of  valuation, 
of  valuation,  follows. 


of  the  Rensselaer  and  Saratoga  for  the 
for  the  period  October  1.  1866,  to 





Year 


Operating  Income: 

Railway  operating  revenues.. 


Net  revenue  from  rail 
Railway  tax  accruals... 


2, 103.002.74 
MO,  774.  M 


Railway  operating  income  

Nonoperating  Income: 

Hire  of  equipment  

Joint-facility  rent  Income  

Income  from  lease  of  road  .  ... 

Miscellaneous  rent  Income  ...  .  

Dividend  income  

Income  from  funded  securities  

1  securities  and  accounts . 


Si.  000.00 
800.00 


2,887.11 


Total. 


4, 097.  II 


Gross  income. 


4. 097.11 


Deductions  from  gross  income: 

Hire  of  equipment    . 

Joint  •facility  rents  

Rent  for  leased  roads  

Miscellaneous  rents  

Miscellaneous  tax  accruals  

Interest  on  unfunded  debt   

Maintenance  of  investment  organiialion. 


sxk  rn 
9,756.73 


Totnl. 


10,  645  33 


Net  Income. 
Net! 


...... 


5,048.22 


Debit  of  profit  and  loss. 


to  credit  of  profit  and  1c 


5,948.22 


1.  762. 227.  88 


5,  431. 91 
53,  OMv  27 
44.  750.00 
33,400  00 
70,002.87 
75, 181.33 
52,  931.  »3 


334.  816.  91 


2,097.044.  19 


l  m  *•  i 

7,500  00 
366,07a  49 

9,383.  V7 
22,857.20 
549,33145 

io*  m  ■ 


1.114,537.85 


KH2.500.H 


.If  certain  delayed-ineome  items  In  the  profit  and  loss  account  were  trans- 
ferred to  the  income  account  for  the  entire  period,  the  credit  balance  carried 
to  profit  and  loss  would  be  increased  to  $985,001.16. 

Profit  and  loss  account. — The  profit  and  loss  account  of  the  Rensselaer  and 
8aratoga  on  date  of  valuation,  follows. 

Credits : 

Credit  balance  transferred  from  income — 

For  period  Oct.  1,  1866,  to  Apr.  30,  1871  $093, 911. 00 

Less  deficit  for  period  May  1,  1871,  to  date  of 

valuation   11, 404.  66 

  $982,  506. 34 

Delayed-income  credits- 
Railway  operating  revenues   818.30 

Dividend  Income   11,244.00 

  11.562.30 
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Credit*— Continued. 

Miscellaneous  credits — 

Proceeds  from  sale  of  old  material   $41, 795. 07 

Collection  of  old  accounts   1,213.68 

Adjustment  of  balance  sheet  accounts   116, 576. 25 

Refund  by  New  York  Central  and 
Hudson  River  Railroad  Com- 
pany of  one-third  of  cost  of  de- 
pot grounds  at  Schenectady,  New 

York  $7,  777. 32 

proportion  paid  to  lessee —  3,888.66 


3.  S88.  86 

Profit  on  sale  of  investment  securities   3, 806. 57 

Adjustment  of  book  value  of  investment 

securities   105. 00 

Credit  balance  to  Sept.  30,  1866,  details  not 

available    229,078.05 


$396,  553.  23 


Total   1,890.  621.  87 


Dividend  appropriations  of  surplus   874,750.00 

Stock  discount  extinguished  through  surplus   299,086.83 

Debt  discount  extinguished  through  surplus  -  ...      41, 575. 00 

Delayed-lncome  debits,  railway  operating  expenses   9,067.48 

Miscellaneous  debits — 

Adjustment  of  balance  sheet  accounts   $7, 089.  29 

Counterfeit  money  written  off   45.00 

Liabilities  of  The  Saratoga  &  Whitehall  Rail 
Road  Company  assumed  in  the  acquisition 

of  its  property   3^.76 

Uncollectible  accounts  written  off   1, 709. 86 

Depreciation  on  equipment  written  off   26, 892. 51 

Refund  of  excess  insurance  collected  on  cars 

destroyed   122. 62 

Unexplained  cash  payments   10, 757. 59 

Loss  on  investment  securities   56, 888.  86 

Expenditures  for  land — 

Poultney,  Vt   $277 

Rutland,  Vt  

For  extension  of  The 
Glens  Falls  Rail 
Road  Company  to 

Lake  George  $15,500 

Less  proportion  paid 
by  lessee   10,000 


5,500 


Adjustment  of  book  vnlue  of  investment 


6,  077.  00 


547.  (50 


Other   2, 350.  20 


  112, 610.  09 

Credit  balance  on  date  of  valuation   53,  626. 47 


Total   1,390,621.87 
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INVESTMENT  IN  BO  AD  AND  EQUIPMENT 

On  date  of  valuation  the  road  and  equipment  Investment  account  of  the 
Rensselaer  and  Saratoga  showed  a  balance  of  $11,524,552.13,  which  bad  been 
established  as  follows : 

Property  acquired : 

The  Troy,  Salem  &  Rutland  Rail  Road  Com- 
pany— 

Par  value  of  capital  stock  issued  $800, 000. 00 

Par  value  of  funded  debt  assumed   500, 000. 00 

 $1, 800, 000. 00 

The  Saratoga  &  Whitehall  Rail  Road  Com- 
pany— 

Par  value  of  capital  stock  issued   218,900. 00 

Par  value  of  capital  stock  issued  in  cancel- 
lation of  stock  owned  which  had  pre- 
viously been  acquired  at  a  total  cost  of 
$101,375  of  cash  and  a  par  value  of 
$250,000  of  mortgage  bonds  issued   281, 100.00 

Par  value  of  funded  debt  assumed   400, 000. 00 

  900.000.00 

The  Glens  Falls  Rail  Road  Com- 
pany— 
Recorded  money  outlay — 

Cancellation  of  advances—  $06,890.42 
Assumption    of  liabilities 
for  advances  made  by  the 


carrier   206,431.35 

  278,321.77 

Par  value  of  funded  debt  issued   99,000.00 

  372, 321.  77 

Total   2,572,321.77 


Road  constructed,  recorded  cost  of  road  constructed  to  Septem- 
ber 30,  1868,  for  which  the  character  of  considerations  paid 
could  not  be  determined  due  to  the  absence  of  accounting 
records : 

Road     $1,227,988.32 

Equipment   479, 335. 00 

  1, 707, 821. 32 

Additions  and  betterments: 

Recorded  money  outlay  for  road — 

Expenditures   by   the   Rensselaer  and 

Saratoga   692, 775. 76 

Advances  by  the  carrier   3, 448. 264. 88 

4, 141, 040.  04 

Less  proceeds  from  sale  of  land  and 
buildings   3,550.00 

4, 137, 490. 64 
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Additions  and  betterments— Continued. 

Recorded  money  outlay  for  equipment — 
Expenditures  by  the  Rensselaer  and  Sara- 
toga  $428, 254. 15 

Advances  by  the  carrier   140, 724. 00 

508, 97a  15 

Less  for  retirements  and  depreciation 
written  off   32,808.14 

530, 109.01 

Total   $4,673,059.65 

Other  Items: 

Apparent  overcharge  to  construction  at  Sept. 
30,  1871,  being  unexplained  difference  be- 
tween total  of  journal  entry  and  amount 
posted  in  ledger   $48,568.09 

Apparent  duplication  of  charge  for  acquiring 
the  property  of  The  Glens  Falls  Rail  Road 
Company,  by  setting  up  the  original  cost  to 
date  of  that  property  In  addition  to  the 
acquisition  cost  to  the  Rensselaer  and 
Saratoga  previously  charged  to  this  amount-     456, 431. 35 

Amount  purporting  to  represent  cost  of  pro- 
perty of  The  Salem  and  Rutland  Railroad 
Company,  to  which  title  was  not  obtained 
but  which  is  held  under  lease  in  perpetuity.     150, 632. 11 

Par  value  of  capital  stock  issued  as  bonus  to 
stockholders  to  represent  excess  value  of 
property  acquired  over  securities  issued  for 
same     400, 000. 00 

Discount  on  capital  stock  issued   1,237,138.07 

Discount  on  funded  debt  issued   3,900.00 

Par  value  of  bonds  issued  to  secure  the  lat- 
ter's  guarantee  of  interest  on  funded  debt 
of  the  lessor   75,000.00 

Liability  assumed  for  advances  made  by  the 
carrier  for  additions  and  betterments  to  the 
property  of  the  Albany  and  Vermont  prior 
to  the  assignment  of  lease  by  the  Rensselaer 

and  Saratoga   204,579.77 

  2,571,249.39 

Grand  total   11,524,552.13 

If  the  total  of  the  "  other  items,"  which  are  self-explanatory,  be  eliminated 
from  the  road  and  equipment  investment  account,  and  a  credit  applied  for  the 
$8,000  of  bonds  of  The  Troy,  Salem  &  Rutland  Rail  Road  Company  received 
in  lieu  of  an  equivalent  amount  of  equipment;  and  if  the  excess  payment  of 
$70,275  for  capital  stock  of  The  Saratoga  &  Whitehall  Rail  Road  Company, 
together  witb  $35.70  of  liabilities  of  the  latter  assumed  and  charged  to  profit 
and  loss,  be  added,  the  balance  In  the  road  and  equipment  account  would  be 
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to  $9,015,613.50.   This  balance  would  comprise  the  following  oat- 
lays: 

Recorded  money  outlay,  including  $3,795,420.23  of  advances 

made  by  the  carrier   $5, 084, 715.  SO 

Par  value  of  capital  stock  issued   1, 018, 900. 00 

Par  value  of  bonds  issued  or  assumed   1, 249, 000. 00 

Other  charges  not  assignable  specifically  to  any  one  or  more  of 

the  classes  of  outlay  above  stated   1, 707, 357. 08 

Less  deductions  not  assignable  specifically  to  any  one  or  more  of 
the  classes  of  outlay  above  stated : 

Par  value  of  bonds  received   8,000.00 

Proceeds  from  sale  of  land  and  buildings   8, 550. 00 

Equipment  retired  including  depreciation  written  off   32,809.14 

This  balance  does  not  include  an  expenditure  of  $8,077  for  land  charged  to 
profit  and  loss,  nor  a  credit  to  the  same  account  of  $3,888.60  for  refund  of  part 
of  the  cost  of  depot  grounds  at  Schenectady.  The  balance  may  also  include 
the  cost  of  lands  classified  as  noncarrier,  and  of  lands  classified  as  partly 
carrier  and  partly  noncarrier.  It  may  also  include  that  part  of  the  costs  of 
property  abandoned,  sold,  or  destroyed,  in  excess  of  the  credits  made  to  the 
account  for  salvage,  proceeds  from  sale,  and  loss  from  such  property. 

OaiOINAL  COST  TO  DATS 


The  constituent  parts  of  the  stated  outlays  for  road,  classified  according  to 
the  companies  under  which  they  were  made,  are  shown  in  the  following 


Moimsy  out- 
lay 


Th«  Troy,  8alem  4  Rutland  Rail  Road  Company.. 
The  Rutland  and  Washington  Rail  Road  Company  (Includ- 
lng  cost  of  The  Salem  and  Rutland  Railroad  Company, 


In  perpetuity). 
The  Saratoga  &  Whitehall  RaO  Road  Company.... 

The  Glens  tails  Rail  Road  Company: 


273,321.77 


Excess 
Rensselaer  and 
Cash. 

Reported  outlay  to  Sept.  30.  1867,  1 

oeeda  of  sale  of  land  and  buildings  

r,  cash  expenditures  for  improvements  on  leased  rail- 
T, 'charged  to  its  road  and  equipment  Invest- 


4,  Ml,  W0. 64 


1.804.170.21 


8,312.637.81 


State  reports 


$338,668.87 
1,213,507. 10 


1.767, 


Other 


84.109  SS 


1,224,436.3 


3.393,643.70  1.123.430,8 


These  amounts  do  not  include  $6,077  for  land  charged  to  profit  and  loss, 
the  credit  to  the  same  account  for  $3,888.66  representing  refund  of  a 
portion  of  the  cost  of  station  grounds  at  Schenectady. 

Cost  of  lands. — The  Rensselaer  and  Saratoga  reports  the  original  cost  of  all 
lands  owned,  Including  both  carrier  and  noncarrier,  as  $942,790.51.  In  veri- 
fying the  returns  a  net  deduction  of  $143,689.04  was  made  as  not  properly 
constituting  land  costs.  The  resulting  balance  of  $799,101.47,  made  up  In  part 
of  costs  supported  by  accounting  records  and  in  part  of  substantial  deed 
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considerations  and  other  amounts,  which  the  Rensselaer  and  Saratoga  claims 
to  represent  costs  bnt  which  are  not  supported  by  accounting  records,  may 
be  classified  as  follows : 


Classification 

Costs  sup- 
ported by 
accounting 
records 

Costs  not 
supported  by 
accounting 
records 

Carrier  lands  owned,  leased  to  the  carrier: 
Id  N©w  York 

$3-17.  741.59 
11.533.00 

S33fi.2Sa.63 
4.5.  279.  60 

369.274.59 
400.00 
163.00 
4.521.75 
33,535.01 

3S1..VW.23 
8,2*3.50 

Bights  In  public  domain,  owned  but  leased  to  the  carrier,  in  New  York  

Lands  classified  as  noncarrier,  owned  In  New  York  

id.  9fii  66 

11.330.49 

Lands  classified  as  partly  carrier  and  partly  noncarrier,  owned  in  New  York.. 

The  foregoing  amounts  do  not  Include  certain  lands,  with  costs  of  $16,001.75, 
located  on  the  line  of  the  Saratoga  and  Schenectady,  which  are  owned  and  used 
Jointly  with  the  carrier.  These  costs  have  been  included  in  the  report  on 
the  carrier. 

IMPROVEMENTS  ON  LEASED  RAILWAY  PROPERTY 

The  records  of  the  Rensselaer  and  Saratoga  show  no  investment  in  improve- 
ments on  leased  railway  property.  It  expended  through  its  lessee,  the  carrier, 
$204,579.77  for  additions  and  betterments  to  the  property  of  the  Albany  and 
Vermont,  formerly  held  by  the  Rensselaer  and  Saratoga  under  a  lease,  which 
was  assigned  to  the  carrier  upon  the  latter's  lease  of  the  property  of  the  Rens- 
selaer and  Saratoga.  This  expenditure  was  charged  by  the  Rensselaer  and 
Saratoga  to  its  own  road  and  equipment  investment  account 

INVESTMENTS  IN  OTHER  COMPANIES 

The  Investment  of  the  Rensselaer  and  Saratoga  in  other  companies  is  shown 
in  the  text  of  the  report.  The  book  value  was  reduced  to  $522,447.87,  by  ad- 
justments of  $3,567.23  through  profit  and  loss. 

The  stocks  owned  by  the  Rensselaer  and  Saratoga  in  The  Troy  Union  Rail 
Road  Company  and  The  Champlain  Transportation  Company  have  been  held 
by  the  carrier  since  May  1,  1871,  by  assignment  under  the  terms  and  for  the 
duration  of  the  latter's  lease  of  the  Rensselaer  and  Saratoga's  property. 

In  addition  to  the  foregoing  securities,  the  Rensselaer  and  Saratoga  acquired 
with  the  property  of  The  Troy,  Salem  &  Rutland  Rail  Road  Company,  the 
latter's  holdings  of  capital  stock  of  The  Salem  and  Rutland  Railroad  Company 
of  a  par  value  of  $300,000.  Inasmuch  as  the  Rensselaer  and  Saratoga  operates 
the  property  of  the  latter  under  a  lease  in  perpetuity,  it  evidently  ascribed  no 
value  to  this  stock  and  has  omitted  It  from  the  general  balance  sheet  state- 
ment 

LEASED  RAILWAY  PROPERTY 

The  Rensselaer  and  Saratoga,  in  succeeding  to  the  franchises,  rights,  and 
privileges  of  The  Troy,  Salem  &  Rutland  Rail  Road  Company,  acquired  a  lease 
In  perpetuity,  free  of  rent,  of  The  Salem  and  Rutland  Railroad  Company,  ex- 
tending from  the  New  York-Vermont  State  line  to  Rutland,  VL,  a  distance  of 
33.074  miles.  The  property  of  the  Rensselaer  and  Saratoga  was  leased  on  May 
1, 1871,  for  the  term  of  its  charter  to  January  1,  2500,  to  the  carrier.   The  terms 
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of  the  leuse  and  tbe  rental  accrued  for  the  year  ending  on  date  of  valuation 
are  given  in  the  section  on  leased  railway  property  In  the  report  on  the  carrier. 
With  this  lease  the  carrier  took  over  also  the  operation  of  The  Salem  and 
Rutland  Railroad  Company's  railroad. 

Predecessors  of  the  Rensselaer  and  Saratoga 

Thk  Glens  Falls  Rail  Road  Company 

introductory 

There  were  no  accounting  or  other  records  of  The  Glens  Falls  Rail  Road 
Company  obtainable,  and  the  information  submitted  herein  was  obtained  from 
its  sworn  reports  to  the  State  of  New  York  and  the  records  of  tbe  Rensselaer 
and  Saratoga  and  of  the  carrier. 

CORPORATE  HISTORY 

The  Glens  Falls  Rail  Road  Company  was  incorporated  July  26,  1867,  under 
the  general  laws  of  New  York.  On  July  31,  1906,  it  was  merged  into  the 
Rensselaer  and  Saratoga.  Prior  to  its  merger  it  was  controlled  by  the  latter 
company  through  ownership  of  its  entire  capital  stock. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

At  Its  demise  the  property  of  The  Glens  Falls  Rail  Road  Company  consisted 
of  a  single-track  standard-gauge  railroad  extending  from  Fort  Edward  to 
Lake  George,  N.  Y.,  approximately  14.46  miles.  That  portion  of  its  road  from 
Fort  Edward  to  Glens  Falls,  N.  Y.,  about  5.40  miles  in  length,  was  con- 
structed during  the  year  1860,  partly  by  independent  contractors  (Culver  and 
Hatfield)  under  supervision  of  the  Rensselaer  and  Saratoga,  and  partly  by 
forces  of  the  latter  which  acquired  It  upon  completion,  June  24,  1869.  During 
the  year  1882  an  extension  of  the  road  to  Caldwell  (now  Lake  George),  N.  Y., 
about  9.06  miles,  authorized  by  a  special  act  of  New  York  of  March  14,  1873, 
was  constructed  under  contract  with  John  O'Brien  and  John  C.  Rodgers, 
independent  contractors.  The  cost  of  constructing  the  extension  was  assumed 
by  the  Rensselaer  and  Saratoga. 

HISTORY  OF  CORPORATE  FINANCING 

The  authorized  capital  stock  was  $200,000,  divided  into  shares  of  $25  etch. 
There  was  Issued  for  unknown  considerations  ? 96,000,  and  this  amount  was 
outstanding  at  demise  of  The  Glens  Falls  Rail  Road  Company. 

The  Glens  Falls  Rail  Road  Company  had  an  authorized  funded  debt  con- 
sisting of  $125,000  of  first-mortgage  7  per  cent  bonds,  due  July  1,  1894.  These 
bonds  were  not  issued  by  The  Glens  Falls  Rail  Road  Company  and  do  not 
appear  as  a  liability  outstanding  at  date  of  demise.  They  were  turned  over 
to  the  Rensselaer  and  Saratoga,  which  had  assumed  the  liability  for  the  issue 
under  terms  of  Its  lease  of  The  Glens  Falls  Rail  Road  Company.  The  Rensse- 
laer and  Saratoga  delivered  a  par  value  of  $90,000  of  the  bonds  to  Culver 
and  Hatfield,  contractors  in  the  construction  of  the  railroad  of  The  Glens 
Falls  Rail  Road  Company,  and  sold  the  balance  of  $26,000  for  $22,100  cask 
charging  the  discount  of  $3,900  thus  Incurred  to  its  own  road  and  equipment 
investment  account. 
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AIDS,  GIFTS,  ORANTS,  AND  DONATIONS 

The  New  York  Legislature  authorized  the  town  of  Queensbury  and  the 
Tillages  of  Sandy  Hill  and  Fort  Edward,  subject  to  the  approval  of  their  tax- 
able residents,  to  donate  in  aid  of  construction  of  the  railroad  of  The  Glens 
Falls  Rail  Road  Company  certain  sums  not  exceeding  an  aggregate  amount 
of  $145,000,  as  follows : 


Town  of  Queensbury   Authori/rd  May  IS,  isfl". 

Village  of  Sandy  HilL  \Authorixed  May  23,  ittil.  and  amended  Mar.  18  and  Apr.  24, 

Village  ol  Fort  Kdward  J  1808. 


$100,000 
25,000 
20,000 


What  amount,  if  any,  of  the  authorized  donations  were  received  by  The 
Glens  Falls  Rail  Road  Company  can  not  be  ascertained. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  sworn  report  of  the  Glens  Falls  Rail  Road  Company  to  the  Railroad 
Commission  of  New  York  for  June  30,  1906,  states  the  investment  in  road  (the 
company  owned  no  equipment)  as  $456,431.35.  This  amount  is  made  up  as 
follows:  Original  construction  under  contract,  $250,000;  additions  and  better- 
ments, $206,431.35;  total,  $456,431.35.    This  balance  is  composed  of  the 


following  elements : 

Recorded  money  outlay: 

By  the  carrier  $206,431.35 

By  the  Rensselaer  and  Saratoga   66,890.42 

  $273, 321. 77 


Funded  debt  issued  by  the  Renssela*  r  and  Saratoga,  par  value   99, 000. 00 

Other,  for  which  the  considerations  given  were  unascertalnable..  84,109.58 

The  accounting  records  of  the  carrier  and  the  Rensselaer  and  Saratoga 
state  that  other  money  outlays  were  made,  in  addition  to  those  stated  above, 
which  were  charged  in  their  respective  accounts  to  profit  and  loss.  These 
outlays  were  as  follows: 

Preliminary  surveys  made  in  1872  and  1873  $1,742.66 

Expenditures  for  land  for  extension  of  The  Glens  Falls  Rail  Road 
Company  to  Lake  George,  $15,500,  less  proportion  paid  by  the 
carrier.  $10,000   6,500.00 

Total   7,242.66 


ORIGINAL  COST  TO  DATE 


The  original  cost  to  date  of  the  common-carrier  property  owned  and  used 
by  The  Glens  Falls  Rail  Road  Company  at  July  31,  1906,  can  not  be  definitely 
ascertained  owing  to  the  entire  absence  of  the  accounting  records  of  The 
Glens  Falls  Rail  Road  Company  and  those  of  the  contractors  who  constructed 
the  original  road.  In  its  sworn  statement  to  the  Railroad  Commission  of  .New 
York  for  June  30,  1906,  the  cost  of  the  road,  exclusive  of  equipment,  is  shown 
as  $4250,431.35,  comprising  the  outlays  in  money  and  securities  hereinbefore 
stated.    The  extension  from  Glens  Falls  to  Lake  George,  about  9.06  miles, 
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was  constructed  in  1882.  A  classified  statement,  taken  from  the  records  of 
the  carrier,  sbowB  that  these  expenditures  consisted  of  the  following: 


Engineering  and  agencies'   $5,954.82 

Land  and  land  damages   11, 808. 95 

Graduation  and  masonry   78,213.51 

Superstructure   71, 395. 09 

Fencing   6, 305. 97 

Telegraph  line   1,050.98 

Passenger  and  freight  stations  and  buildings   21,337.27 

Engine  and  car  houses  and  fixtures   1,349.18 

Water  and  fuel  stations   1,528.87 

Slips  and  wharves   12,060.91 


Total   206,431.35 


LEASED  RAILWAY  PROPERTY 

The  Rensselaer  and  Saratoga's  lease  of  the  property  of  The  Glens  Falls 
Rail  Road  Company  was  in  consideration  of  an  annual  rental  of  $1,  the  main- 
tenance of  the  property,  and  the  payment  of  taxes.  The  original  lease,  dated 
June  24,  1869,  was  superseded  by  a  new  lease  of  similar  terms  dated  January 
9,  1882,  embracing  the  property  as  extended  to  Lake  George. 

Tbb  Troy,  Salem  &  Rutland  Rail  Road  Company 

INTRODUCTORY 

There  were  no  accounting  or  other  records  of  The  Troy,  Salem  &  Rutland 
Rail  Road  Company  obtainable,  and  the  information  herein  submitted  was  se- 
cured from  the  return  of  the  carrier  on  corporate  history  and  the  records  of  the 
Rensselaer  and  Saratoga. 

CORPORATE  HISTORY 

The  Troy,  Salem  &  Rutland  Rail  Road  Company  was  Incorporated  June  3, 
1805,  under  the  general  laws  of  New  York,  for  the  purpose  of  acquiring  the 
properties  of  the  Troy  &  Rutland  Rail-road  Company  and  The  Rutland  and 
Washington  Rail-Road  Company,  which  had  been  sold  in  foreclosure  of  de- 
faulted mortgages  to  Jay  Gould  and  William  T.  Hart,  respectively. 

DEVELOPMENT  OP  FIXED  PHYBICAL  PROPERTY 

The  property  acquired  by  Gould  consists  of  a  single-track  standard-gauge 
railroad  extending  from  Eagle  Bridge  to  Salem,  N.  Y.,  about  17.4  miles,  and 
was  conveyed  to  The  Troy,  Salem  &  Rutland  Rail  Road  Company  June  8,  1805. 
The  property  acquired  by  Hart  was  conveyed  by  him  to  The  Troy,  Salem  & 
Rutland  Rail  Road  Company  June  30,  1865,  and  comprised  approximately  15 
miles  of  single-track  standard-gauge  railroad  between  Salem  and  the  New  York- 
Vermont  State  line.  The  railroad  owned  by  The  Troy,  Salem  &  Rutland  Rail 
Road  Company  was  located  entirely  in  the  State  of  New  York  and  was  operated 
by  the  Rensselaer  and  Saratoga  from  the  time  The  Troy,  Salem  &  Rutland 
Rail  Road  Company  acquired  It  until  October  20,  1868,  when  The  Troy.  Salem 
&  Rutland  Rail  Road  Company  was  merged  with  the  Rensselaer  and  Saratoga 
under  an  agreement  dated  June  15,  1865.   The  Troy,  Salem  &  Rutland  Rail 
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Road  Company  on  March  19,  1867,  under  a  lease  in  perpetuity  of  even  date, 
acquired  the  property  of  The  Salem  and  Rutland  Railroad  Company,  extending 
from  the  New  York- Vermont  State  line  to  Rutland,  Vt.,  approximately  83.074 
miles.  It  subsequently  acquired  the  entire  capital  stock  of  the  lessor,  and  on 
October  10,  1867,  the  latter  released  The  Troy,  Salem  ft  Rutland  Rail  Road 
Company  from  all  its  obligations  under  the  lease. 

HISTORY   OF  CORPORATE  FINANCING 

The  Troy,  Salem  &  Rutland  Rail  Road  Company  issued  capital  obligations 
amounting  to  $1,300,000  consisting  of  capital  stock,  $800,000,  divided  into  shares 
of  $100  each,  and  first-mortgage  7  per  cent  bonds  due  May  1.  1890,  $500,000, 
none  of  which  was  retired.  The  considerations  received  in  issue  are  not  of 
record.  The  considerations  recited  in  the  deeds  from  Jay  Gould  and  William 
T.  Hart  conveying  the  properties  formerly  owned  by  the  Troy  and  Rutland 
Railroad  Company  and  The  Rutland  and  Washington  Rail-Road  Company 
were  $600,000  and  $400,000  respectively,  in  addition  to  which  The  Troy,  Salem 
ft  Rutland  Rail  Rond  Company  acquired  capital  stock  of  The  Salem  and  Rut- 
land Railroad  Company  with  a  total  par  value  of  $500,000. 

RESULT  OF  CORPORATE  OPERATION 8 

During  the  period  that  The  Troy,  Salem  ft  Rutland  Rail  Road  Company  was 
operated  under  lease  by  the  Rensselaer  and  Saratoga  the  latter  paid  the 
interest  on  The  Troy,  Salem  ft  Rutland  Rail  Road  Company's  funded  debt, 
maintained  its  property,  and  paid  all  taxes,  and  at  its  discretion  paid  dividends 
of  the  net  profits  from  the  operation. 

INVESTMENT  IN   ROAD  AND  EQUIPMENT 

No  statement  of  The  Troy,  Salem  ft  Rutland  Rail  Road  Company's  investment 
in  road  and  equipment  at  its  demise  can  be  made. 

ORI0INAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  and  used 
by  The  Troy,  Salem  &  Rutland  Rail  Road  Company  on  date  of  demise  can  not 
be  determined  because  of  the  lack  of  adequate  records.  As  hereinbefore  stated, 
The  Troy,  Salem  &  Rutland  Rail  Road  Company's  property  consisted  of  the 
property  of  other  companies  acquired  by  it,  the  approximate  cost  of  which  is 
stated  in  the  reports  of  The  Troy,  Salem  ft  Rutland  Rail  Road  Company's  con- 
stituents. The  cost  of  the  railroad  of  the  Troy  ft  Rutland  Rail-Road  Company 
to  September  30,  1855,  as  shown  In  its  sworn  report  to  the  New  York  State 
engineer,  was  $338,688.87.  The  cost  of  the  railroad  of  The  Rutland  and  Wash- 
ington Rail-Road  Company  to  September  30,  1853,  including  that  portion  in 
Vermont  acquired  by  The  Salem  and  Rutland  Railroad  Company,  which  can  not 
be  stated  separately,  was  shown  in  its  sworn  report  to  the  New  York  State 
engineer  as  $1,213,507.19.  Combining  these  amounts,  a  total  of  $1,552,196.06  is 
obtained,  which  amount  Includes  the  cost  of  The  Salem  and  Rutland  Rail  Road 
Company. 

LEASED  RAILWAY  PROPERTY 

The  Troy,  Salem  ft  Rutland  Rail  Road  Company's  lease  of  The  Salem  and 
Rutland  Railroad  Company's  property  dated  March  19,  1867,  stipulated  an  an- 
nual rental  of  a  three-eighth's  part  of  the  lessee's  net  Income,  the  maintenance 
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of  the  property,  and  the  payment  of  taxes.  The  lessor,  on  October  22,  1867, 
released  the  lessee  from  all  obligations  under  the  terms  of  its  lease.  Prom  the 
time  it  was  acquired  by  The  Troy,  Salem  A  Rutland  Rail  Road  Company,  The 
Salem  and  Rutland  Railroad  Company's  line  was  operated  by  the  Rensselaer 
and  Saratoga  as  part  of  The  Troy,  Salem  A  Rutland  Rail  Road  Company'B 
property. 

The  Salem  and  Rutland  Railroad  Company 

I.N"  TROD  UCTOBY 

No  accounting  or  other  records  of  The  Salem  and  Rutland  Railroad  Com- 
pany were  obtainable,  and  the  Information  herein  submitted  was  obtained 
from  the  returns  of  the  carrier  on  corporate  history. 

CORPORATE  HISTORY 

- 

The  Salem  and  Rutland  Railroad  Company  was  incorporated  February  1, 
1867,  under  the  general  laws  of  Vermont,  and  was  formed  to  protect  the  first- 
mortgage  bondholders  of  The  Rutland  and  Washington  Rail-Road  Company. 
It  acquired  that  portion  of  the  latter's  railroad  in  Vermont  extending  from  the 
New  York- Vermont  State  line  to  Rutland,  Vt,  about  38.074  miles,  which  by  a 
decree  of  the  chancery  court  for  Rutland  County,  Vt.,  had  been  awarded  the 
trustees  of  the  first  mortgage  under  a  writ  of  possession  by  strict  foreclosure 
dated  April  22,  1866. 

RESULT  OP  CORPORATE  OPERATIONS 

The  records  do  not  show  that  the  company  at  any  time  operated  its  prop- 
erty. Ry  a  lease  in  perpetuity  dated  March  19,  1867.  it  conveyed  its  property 
to  The  Troy,  Salem  &  Rutland  Rail  Road  Company  for  an  annual  rental  of  a 
three-eighths  part  of  the  lessee's  net  income,  the  maintenance  of  the  property, 
and  the  payment  of  taxes.  The  lessee  subsequently  acquired  the  entire  capital 
stock  of  The  Salem  and  Rutland  Railroad  Company  and,  on  October  10,  1867, 
the  latter  released  the  lessee  from  all  its  obligations  under  the  terms  of  lease. 
The  Rensselaer  and  Saratoga  upon  its  acquisition  of  the  property  of  The 
Troy,  Salem  &  Rutland  Rail  Road  Company  acquired  the  latter's  rights  In 
The  Salem  and  Rutland  Railroad  Company  and  has  since  then  operated  its 
property. 

HISTORY  Or  CORPORATE  FINANCING 

The  authorized  capital  stock  was  $300,000.  divided  into  shares  of  $50  each 
and  was  issued  In  exchange  for  the  first-mortgage  bonds  of  The  Rutland  and 
Washington  Rail-Road  Company  and  in  settlement  of  interest  thereon  due  and 
unpaid. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

No  statement  of  The  Salem  and  Rutland  Railroad  Company's  investment  in 
road  and  equipment  is  obtainable.  The  company's  property  was  formerly  part 
of  that  of  The  Rutland  and  Washington  Rail-Road  Company,  and  its  cost  la 
Included  in  the  accounting  report  of  the  latter  company. 

LEASED  RAILWAY  PROPERTY 

The  Salem  and  Rutland  Railroad  Company  continues  as  a  nominally  existent 
corporation,  the  Rensselaer  and  Saratoga  paying  it  a  nominal  annual  amount 
for  organization  expenses. 
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Rutland  and  Washington  Rail-Road  Company 

INTRODUCTORY 

No  accounting  or  other  records  of  the  Rutland  and  Washington  Rail-Road 
Company  were  obtainable.  The  information  herein  submitted  was  secured  from 
its  sworn  reports  to  the  Railroad  Commission  of  Vermont  and  to  the  New  York 
State  engineer,  and  from  the  return  of  the  carrier  on  corporate  history. 

CORPORATE  HISTORY 

The  Rutland  and  Washington  Rail-Road  Company  was  Incorporated  under 
special  laws  of  Vermont  passed  November  13,  1847,  and  November  12,  1849,  by 
which  it  was  authorized  to  construct  a  railroad  from  Rutland,  Vt.,  to  the  New 
York- Vermont  State  line ;  and,  under  a  perpetual  lease,  free  of  rent,  dated  June 
24,  1850,  it  acquired  the  franchise  rights  of  the  Troy  &  Rutland  Rail-road  Com- 
pany for  the  construction  of  a  railroad  from  Salem,  N.  Y.,  to  the  New  York- 
Vermont  State  line.  It  acquired  by  construction  during  the  years  1861  and 
1852  a  single-track  standard-gauge  railroad,  extending  from  Salem  to  Rutland, 
about  48.074  miles,  which  is  operated  together  with  that  of  the  Troy  &  Rutland 
Railroad  Company,  acquired  under  lease,  from  July  2,  1852,  until  May,  1854, 
when  the  Rutland  and  Washington  Rail-Road  Company  leased  its  property  to 
Thomas  H.  Canfield.  In  May,  1855,  in  default  of  the  payment  of  interest  on  its 
second  and  third  mortgages,  the  Rutland  and  Washington  Rail-Road  Company 
was  placed  in  receivership.  While  the  records  do  not  disclose  the  fact,  the 
lessee  of  the  Rutland  and  Washington  Rail-Road  Company  apparently  also 
operated  the  road  of  Troy  &  Rutland  Rail-road  Company  until  the  latter  was 
placed  in  receivership  March  5,  1855. 

Under  sale,  March  15,  1865,  in  foreclosure  of  the  second  and  third  mortgages, 
that  portion  of  the  Rutland  and  Washington  Rail-Road  Company's  road  within 
the  State  of  New  York  extending  from  Salem  to  the  New  York-Vermont  State 
line  was  acquired  by  William  T.  Hart,  on  behalf  of  the  Rutland  and  Washing- 
ton Rail-Road  Company's  stockholders,  by  referee's  deeds  dated  May  23,  180.1. 
Under  a  decree  of  the  chancery  court  for  Rutland  County,  Vt.,  dated  April  22, 
1865,  the  trustees  of  the  first  mortgage  were  awarded  a  writ  of  possession  by 
strict  foreclosure  of  that  portion  of  the  road  within  the  State  of  Vermont, 
extending  from  the  New  York-Vermont  State  line  to  Rutland,  Vt.  The  road 
acquired  by  Hart  was  conveyed  on  June  30, 1865,  to  The  Troy,  Salem  &  Rutland 
Rail  Rood  Company,  and  that  portion  acquired  by  the  first-mortgage  bond- 
holders became  the  property  of  The  Salem  and  Rutland  Rail-Road  Company, 
which  was  incorporated  February  1,  1867,  to  protect  holders  of  the  first- 
mortgage  bonds  of  the  Rutland  and  Washington  Rail-Road  Company. 

HISTORY  OF  CORPORATE  FINANCE 

In  its  report  to  the  Railroad  Commission  of  Vermont,  the  Rutland  and  Wash- 
ington Rail-Road  Company  states  its  capital  stock  as  $9~>0,000,  divided  into 
shares  of  $100  each,  and  that  this  amount  was  issued  for  a  like  amount  of  cash. 
Funded  debt  was  authorized  for  $2,000,000,  consisting  of  $250,000  first-mortgage 
6  per  cent  bonds,  payable  in  annual  installments  of  $25,000  each,  commencing 
July  1, 1855 ;  $550,000  second-mortgage  7  per  cent  convertible  bonds,  due  October 
1,  1867,  with  privilege  of  prior  conversion  into  stock  at  par;  and  $1,200,000 
third-mortgage  6  per  cent  bonds,  due  April  1, 1875.  The  exact  amount  of  funded 
debt  issued  can  not  be  stated.  The  decree  of  the  ceurt  of  chancery  for  Rutland 
County,  in  foreclosure  of  the  first  mortgage,  recites  that  $225,000  of  the  first- 
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mortgage  bonds  were  issued  at  par  In  payment  for  rail  used  In  construction, 
and  that  of  the  second-mortgage  bonds,  $55,000  were  actually  issued  and 
$405,000  pledged.  The  consideration  received  in  the  issue,  if  any,  of  the  $25,000 
remaining  first-mortgage  bonds  and  of  the  $55,000  second-mortgage  bonds  is  not 
of  record.  In  its  report  to  the  Railroad  Commission  of  Vermont  for  the  year 
ended  August  31,  1856,  the  Rutland  and  Washington  Rail-Road  Company  states 
that  the  purpose  of  the  issue  of  $1,200,000  third-mortgage  bonds  was  to  retire 
the  outstanding  funded  debt  by  exchange  at  par  and  the  payment  of  floating 
indebtedness.   The  amount  Issued  can  not  be  stated  from  obtainable  records. 

INVESTMENT  IN  BOAD  AND  EQUIPMENT 

In  its  report  to  the  New  York  State  engineer  for  the  year  ended  September 
80,  1853  (the  only  report  giving  the  information),  the  Rutland  and  Wash- 
ington Rail-Road  Company  states  its  investment  in  road  and  equipment  as 
$1,440,007.10,  made  up  of  the  following  classification : 

Road: 

Graduation,  masonry,  bridges,  and  superstructure,  including 


iron,  as  per  contract   $1, 156. 322. 09 

Passenger  and  freight  stations,  buildings,  and  fixtures   12. 009.  OS 

Engine  and  car  houses,  machine  shops,  machinery,  and 

Total   1,213,507.19 

Equipment : 

Locomotives  and  fixtures,  and  snowplows   73, 000. 00 

Passenger  and  baggage  cars   15, 600. 00 

Freight  and  other  cars   138,800.00 

Total   227,400.00 

Grand  total   __    1,440,907.19 

ORIGINAL  COST  TO  DATE 


The  original  cost  to  date  of  the  common-carrier  property  owned  by  the 
Rutland  and  Washington  Rail-Road  Company  on  June  30.  1865,  can  not  be 
definitely  ascertained  owing  to  the  entire  absence  of  the  accounting  records 
of  the  Rutland  and  Washington  Rail-Road  Company  and  those  of  the  con- 
tractor who  constructed  the  original  road.  In  Its  sworn  report  to  the  New 
York  State  engineer  for  September  30,  1853,  the  cost  of  the  road,  exclusive 
cf  equipment,  is  shown  as  $1,213,507.10,  but  the  nature  of  the  considerations 
given  for  the  property  are  not  of  record. 

LEARFD  RAILWAY  PROPERTY 

During  May,  1854,  the  Rutland  and  Washington  Rail-Road  Company  leased 
Its  property  for  a  term  of  five  years  to  Thomas  H.  Canfleld  at  an  annual 
rental  of  $70,000.  In  May,  1855,  the  lessee  surrendered  the  property  to  the 
Rutland  and  Washington  Rail-Road  Company's  receiver.  The  Rutland  and 
Washington  Rail-Road  Company,  on  July  2,  1852,  leased  the  Troy  St  Rutland 
Rail-road  Company,  extending  from  Eagle  Bridge  to  Salem,  N.  Y.,  about  17.4 
miles,  for  a  term  of  47  years  under  an  ngreement  dated  June  17,  1852.  The 
lease  stipulated  an  annual  rental  of  $16,000,  the  maintenance  of  the  property, 
and  the  payment  of  taxes.  The  property  was  given  up  to  the  lessor's  re* 
ceiver  March  5,  1855. 
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Tboy  &  Rutland  Rail  Road  Compart 


There  were  no  accounting  or  other  records  of  the  Troy  &  Rutland  Rail 
Road  Company  obtainable  and  the  Information  here  submitted  is  taken  from 
its  sworn  reports  to  the  New  York  State  engineer  and  the  returns  of  the 
carrier  on  corporate  history. 

CORPORATE  III8TORT 

The  Troy  &  Rutland  Rail  Road  Company  was  incorporated  July  2,  1849. 
under  the  general  laws  of  New  York  and  a  special  act  of  the  New  York 
Legislature  passed  April  10r  1849.  by  which  It  acquired  a  franchise  to  con- 
struct and  operate  a  railroad  from  Troy,  N.  Y..  to  the  New  York-Vermont 
State  line.  By  lease  in  perpetuity,  free  of  rent,  dated  June  24,  1860,  the  Troy 
&  Rutland  Rail  Road  Company  conveyed  its  franchise  rights  for  that  portion 
of  the  railroad  between  Salem,  N.  Y.,  and  the  New  York- Vermont  State  line 
to  the  Rutland  Rail-road  Company.  The  railroad  constructed  was  located 
in  the  State  of  New  York,  and  upon  its  completion  was  acquired  by  The  Rut- 
land &  Washington  Rail-road  Company  under  a  lease  for  47  years  from  July 
2,  1852.  The  lessee  operated  the  property  until  March  5,  1855,  when  the  Troy 
&  Rutland  Rail  Road  Company,  in  default  of  interest  payments  on  its  second 
and  third  mortgage  bonds,  was  placed  in  the  hands  of  a  receiver,  who  operated 
it  from  that  date  until  June  3,  1865.  The  property  was  sold  July  11,  1863, 
in  foreclosure  of  the  second  and  third  mortgages,  and  conveyed  by  referee's 
deed  of  the  same  date  to  Jay  Gould  in  behalf  of  the  respective  bondholders, 
and  on  June  3, 1865,  conveyed  by  him  to  The  Troy,  Salem  &  Rutland  Rail  Road 
Company. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  Troy  &  Rutland  Rail  Road  Company  constructed  a  single-track  standard- 
gaoge  railroad,  extending  from  Eagle  Bridge  to  Salem,  N.  Y.,  approximately 
17.4  miles,  which  was  completed  in  1852. 

HISTORY  OF  CORPORATE  FINANCING 

The  Troy  &  Rutland  Rail  Road  Company  reports  to  the  New  York  State  en- 
gineer indicate  that  it  issued  capital  obligations  amounting  to  $495,000,  of 
which  $10,000  was  retired,  leaving  $485,000  outstanding  at  its  demise.  A  sum- 
mary of  the  issues  and  retirements,  and  the  amount  outstanding,  together  with 
a  summary  of  considerations  received  and  paid  in  retirement,  is  as  follows  : 


Description 

Retired 

^  Out- 

$.V2.\  000 
170,000 

OA  000 
180,000 

$10,000 

4W.000 

10,000 

The  authorized  capital  stock  was  $325,000,  divided  into  shares  of  $100  each, 
and  this  amount  was  Issued  for  unknown  considerations.  Funded  debt  issued 
consisted  of  $100,000  of  first-mortgage  7  per  cent  bonds,  due  in  annual  install- 
ments of  $10,000  each  from  July  1,  1861 ;  $50,000  of  second-mortgage  7  per  cent 
bonds,  due  in  annual  installments  of  $10,000  each  from  January  1,  1864;  and 
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$20,000  third-mortgage  7  per  cent  bonds,  due  July  1,  1875.  The  consideration* 
received  in  any  issue  can  not  be  ascertained.  Of  the  $100,000  of  first-mortgage 
bonds  issued,  $10,000  was  retired  in  1861,  apparently  for  cash. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  Troy  &  Rutland  Rail-road  Company  owned  no  equipment-  The  last 
report  to  the  New  York  State  engineer  for  September  80,  1866,  states  the  In- 
vestment in  road  as  $338,088.87,  and  classifies  this  amount  as  follows : 


Construction  by  contract,  including  graduation  and  masonry  and 

bridges  and  superstructure  $277,  305. 06 

Engineering  and  agencies— _    27,261.84 

Land,  land  damages,  and  fences   81,227.78 

Buildings  and  fixtures   2,894.24 


Total   338.688.87 


ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  and  used 
by  the  Troy  &  Rutland  Rail-road  Company  on  June  3,  1865,  can  not  be 
definitely  ascertained  owing  to  the  entire  absence  of  accounting  records  of 
the  Troy  &  Rutland  Rail-road  Company  and  those  of  the  contractors  who  con- 
structed the  original  road.  In  its  sworn  report  to  the  New  York  State  engineer 
for  September  30,  1855,  the  cost  of  the  road  is  shown  as  $338,688.87,  consisting 
of  indeterminate  outlays. 

LEASED  RAILWAY  PROPERTY 

The  Troy  &  Rutland  Rail-road  Company  leased  Its  property  to  The  Rutland 
and  Washington  Rail-Road  Company  for  a  term  of  47  years  from  July  2,  1852, 
in  consideration  of  an  annual  rental  of  $16,000,  the  maintenance  of  the  property, 
and  the  payments  of  taxes.  In  addition,  the  Troy  &  Rutland  Rail-road  Com- 
pany was  to  receive  one-half  of  the  net  earnings  of  Its  lessee  and  the  Albany 
Northern  Rail  Road,  a  connection  of  the  lessee,  in  excess  of  4  per  cent  on  the 
combined  cost  of  the  three  properties. 

The  Saratoga  &  Whitehall  Rail  Road  Company 

INTRODUCTORY 

There  are  no  accounting  or  other  records  of  The  Saratoga  &  Whitehall  Rafl 
Road  Company  obtainable,  and  the  Information  here  submitted  Is  taken  from 
Its  sworn  reports  to  the  New  York  State  engineer,  the  records  of  its  lessee,  the 
Rensselaer  and  Saratoga,  and  the  corporate  history  of  the  carrier. 

CORPORATE  HISTORY 

The  Saratoga  Sc  Whitehall  Rail  Road  Company  was  incorporated  June  7. 
1855,  for  a  term  of  99  years  under  the  general  laws  of  New  York.  The  date 
of  its  organization  is  not  of  record.  It  was  controlled  by  the  Rensselaer  and 
Saratoga  through  the  latter's  ownership  of  2,811  shares  of  its  capital  stock 
out  of  a  total  Issue  of  5,000  shares.  The  Saratoga  &  Whitehall  Rail  Road 
Company  operated  tts  property,  together  with  that  of  the  Rutland  and  White- 
hall, acquired  from  May  1,  1856,  under  perpetual  lease  until  March  14,  1865, 
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when  the  operation  of  both  the  line  of  the  Saratoga  &  Whitehall  Rati  Road 
Company  and  its  leased  line  was  taken  over  by  the  Rensselaer  and  Saratoga 
by  lease  of  the  Saratoga  &  Whitehall  Rail  Road  Company  and  assignment  of 
the  latter's  lease  of  the  Rutland  and  Whitehall.  Effective  October  20,  1868,  the 
property  of  the  Saratoga  &  Whitehall  Rail  Road  Company  was  consolidated 
and  merged  with  that  of  its  lessee,  The  Rensselaer  and  Saratoga,  under  an 
agreement  dated  June  15,  1865,  which,  during  the  interim  between  its  date  and 
the  consolidation  and  merger,  operated  as  a  lease,  superseding  that  in  force 
from  March  14,  1865. 

DEVELOPMENT  OF   FIXED   PHYSICAL  PROPERTY 

The  Saratoga  and  Whitehall  Rail  Road  Company  built  no  road,  but  acquired, 
subject  to  certain  of  its  mortgage  bonds,  the  property  of  The  Saratoga  and 
Washington  Rail-road  Company,  which  had  been  sold  under  foreclosure  of  a 
defaulted  second  mortgage.  The  property  acquired  consisted  of  a  single- 
track  standard-gauge  railroad,  extending  from  Saratoga  Springs  to  Lake 
Station  (Whitehall),  N.  Y.,  about  40.95  miles,  with  a  branch  line  from  White- 
hall to  the  New  York- Vermont  State  line  of  about  6.59  miles  in  length,  or  a 
total  of  about  47.54  miles.  A  summary  of  the  mileage  owned  at  demise  and 
operated  by  the  Saratoga  &  Whitehall  Rail  Road  Company  prior  to  its  lease 
to  the  Rensselaer  and  Saratoga,  with  the  method  of  acquisition,  is  as  follows : 


Data 
acquired 

Mileage 

Property  owned,  acquired  In  reorganization  of  The  Saratoga  and  Washington 
Rail-road  Company. 

Main  line.  Saratoga  Springs  to  Lake  Station  (Whitehall).  N.  Y  

Branch  line,  Whitehall,  iTy.,  to  New  York- Vermont  State  line  

Total  

?....ul-  h 

June  7, 1855 
June  7.1865 



40. 08 
6.56 

47.84 

arc 

Profjerty  leased,  The  Kuiland  and  Whitehall,  New  York- Vermont  Stnte  line  to 
Castleton,  Vt  

May  1.1868 

Total  operated  

84.11 

.  _  —  

HISTORY  OF  CORPORATE  FINANCING 

In  its  sworn  report  to  the  New  York  State  engineer,  The  Saratoga  &  White- 
hall- Rail  Road  Company  states  that  it  issued  and  assumed  capital  obligations 
amounting  to  $1,295,000,  of  which  $395,000  was  retired,  leaving  $900,000  out- 
standing. 

A  summary  of  the  issues  and  retirements,  and  the  amount  outstanding, 
together  with  the  considerations  received  and  paid  in  retirement,  follows: 


Description 

Issued 

and 
assumed 

Ketired 

Out- 
standing 

Funded  debt  

ToCb1« 

S.VX1.000 
795, 000 

&V5.656 

$500.  000 
400. 000 

1,295,000 

395,000 

600.000 

Capital  stock,  common. — In  its  sworn  report  to  the  New  York  State  engineer 
The  Saratoga  &  Whitehall  Rail  Road  Company  states  authorized  capital  stock 
as  $500,000,  and  this  amount  was  issued  in  the  acquisition  of  the  property  of 
The  Saratoga  and  Washington  Rail-road  Company. 
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Funded  debt. — The  Saratoga  &  Whitehall  Rail  Road  Company  had  four  is- 
sues of  funded  debt,  of  which  three  had  been  retired  at  October  20,  1868, 
leaving  one  outstanding.  The  detail  of  each  issue  follows:  The  Saratoga 
and  Washington  Rail-road  Company  first-mortgage  7  per  cent  bonds,  due 
March  1,  1868;  assumed  and  retired,  $250,000;  Rutland  and  Washington  Rail- 
road Company  extension  7  per  cent  bonds,  due  September  1,  1856;  assumed 
and  retired,  $100,000.  These  bonds  were  assumed  in  the  acquisition  of  The 
Saratoga  and  Washington  Rail-road  Company.  These  bonds,  together  with 
$40,000  par  value  of  the  mortgage  7  per  cent  bonds  of  The  Saratoga  &  White- 
hall Rail  Road  Company,  were  retired  at  par  for  $355,000  cash  and  $40,000  for 
unknown  considerations,  but  due  to  the  absence  of  accounting  records  it  is  not 
possible  to  state  the  considerations  applicable  to  each  of  the  series  retired. 

Mortgage  7  per  cent  bonds,  due  March  1,  1858,  were  Issued  and  retired, 
$45,000.  A  par  value  of  $30,331  of  these  bonds  were  issued  in  the  acquisition 
of  the  property  of  The  Saratoga  and  Washington  Rail-road  Company,  and 
$8,400  for  a  like  amount  of  materials  and  supplies.  The  retirement  was  as 
indicated  in  the  preceding  paragraph. 

First-mortgage  7  per  cent  bonds,  due  March  1,  1880,  were  issued  and  out- 
standing, $400,000.  These  bonds  were  authorized  to  obtain  funds  to  retire  out- 
standing funded  debt  and  for  general  purposes.  The  entire  issue  was  disposed 
of  at  a  discount  of  $20,500  for  $379,950  cash.  It  is  not  possible  to  state  the 
disposition  of  the  discount. 


BK8ULTS  OF  CORPORATE  OPERATIONS 


The  results  of  corporate  operations  for  the  period  June  7,  1855,  to  September 
30,  1804,  as  stated  by  The  Saratoga  ft  Whitehall  Rail  Road  Company  In  Its 
sworn  reports  to  the  New  York  State  engineer  (the  information  not  reported 
after  1864),  are  summarized  as  follows: 


Railway  operating  revenue  

Railway  operating  expenses  including  taxes. 

Net  revenue  from  railway  operations. 


Income  from  unfunded  securities  and  accounts- 


Gross  income.. 


Rent  for  leased  roads  

Interest  on  funded  debt-  fnot  «eParaWe- 
Total  deductions  from 


 $1,600,758.34 

  1,081,149.20 


525, 607. 14 
23.68 

525,630.82 

387,183.82 
887,183.82 


Net  income  

Dividend  appropriations  of  income- 


Credit  balance. 


138,447.00 
85,000.00 


  103.447.00 

The  rent  for  leased  road  and  Interest  on  funded  debt  was  separated  to 
September  30,  1859,  only.  The  amounts  of  each  to  that  date  were  $56,862.19 
and  $118,430.54,  respectively.  Dividends  at  5  per  cent  were  paid  for  the  year 
1856  and  2  per  cent  for  the  year  1857. 

INVESTMENT  IN  BOAD  AND  EQUIPMENT 

The  report  of  The  Saratoga  &  Whitehall  Rail  Road  Company  to  the  Railroad 
of  New  York  for  September  80,  1865  (the  last  to  give  the  infor 
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mation),  states  the  investment  in  road  and  equipment  as  $930,20731.  Tbls 
amount  is  made  up  as  follows: 

Property  acquired,  that  of  The  Saratoga  and  Washington  Rail- 
road Company: 

Par  ralue  of  capital  stock  issued  $500, 000. 00 

Par  value  of  funded  debt  assumed   350, 000. 00 

Par  value  of  funded  debt  issued   36,531.00 

Total   886,531.00 

Additions  and  betterments,  money  outlay: 

Road  $4, 105. 19 1 

Equipment  $43,153.12,  less  retirements  $3,582   39, 571. 12 1      '  8 

Total   930,207.31 

This  balance,  so  far  as  it  la  resolvable  into  kinds  of  consideration,  would 
comprise  the  following  classes  of  outlay: 

Recorded  money  outlay  $43,676.31 

Capital  stock  Issued   500,000.00 

Funded  debt  issued   36,531.00 

Funded  debt  assumed   350,000.00 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  by  The 
Saratoga  &  Whitehall  Rail  Road  Company  October  20,  1868,  can  not  be  def- 
initely ascertained  owing  to  the  entire  absence  of  the  accounting  records  of 
The  Saratoga  &  Whitehall  Rail  Road  Company,  its  predecessor  companies,  and 
those  of  the  contractors  who  constructed  the  original  road.  The  road  con- 
sisted of  that  constructed  by  The  Saratoga  and  Washington  Rail-road  Com- 
pany, for  which  there  are  no  accounting  records.  The  cost  of  this  road  as 
reported  to  the  Railroad  Commission  of  New  York  was  81,757,238.06.  consist- 
ing of  indeterminate  outlays.  As  hereinbefore  stated.  The  Saratoga  A  White- 
hall Rail  Road  Company  made  certain  additions  and  betterments  to  the  road 
for  which  it  made  money  outlays  of  $4,105.19.  A  summary  of  the  outlays 
made  for  the  entire  property  is  as  follows:  Reported  outlay,  $1,757,238.06; 
recorded  money  outlay,  $4,105.19. 

LEASED  RAILWAY  PROPERTY 

The  property  of  The  Saratoga  &  Whitehall  Rail  Road  Company  was  acquired 
by  the  Rensselaer  and  Saratoga  on  March  14,  1865,  under  a  lease  the  terms 
of  which  are  not  ascertainable.  The  lease  was  canceled  by  a  contract  of 
consolidation  and  merger  between  the  Rensselaer  and  Saratoga,  The  Saratoga 
A  Whitehall  Rail  Road  Company,  and  The  Troy,  Salem  &  Rutland  Rail  Road 
Company,  dated  June  15,  1865,  which,  pending  the  effective  date  of  consolida- 
tion and  merger,  operated  as  a  lease  of  The  Saratoga  A  Whitehall  Rail  Road 
Company.  During  the  period  of  this  lease  the  lessee  paid  the  interest  on 
The  Saratoga  St  Whitehall  Rail  Road  Company's  funded  debt,  maintained  the 
property,  paid  all  taxes,  and  at  its  discretion  paid  dividends  on  the  net  profits 
from  the  operations  of  the  combined  properties  on  basis  of  The  Saratoga  A 
Whitehall  Rail  Road  Company's  representation  in  the  combined  stock  of  the 
three  companies.  Prior  to  its  lease  to  the  Rensselaer  and  Saratoga,  The 
Saratoga  &  Whitehall  Rail  Road  Company  operated  from  May  1,  1856,  under 
a  perpetual  lease  dated  August  6,  1857,  the  property  of  the  Rutland  and 
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Whitehall,  consisting  of  a  railroad  from  the  New  York-Vermont  State  line 
to  Castleton,  Vt.,  a  distance  of  about  6.79  miles.  The  lease  stipulated  an 
annual  rental  of  $15,342  and  an  allowance  of  $150  per  year  for  the  organiza- 
tion expenses,  in  addition  to  which  the  lessee  maintained  the  property  and 
paid  all  taxes.  This  lease  was  assigned  to  the  Rensselaer  and  Saratoga  with 
its  lease  of  The  Saratoga  &  Whitehall  Rail  Road  Company. 

The  Saratooa  and  Washington  Rail-boad  Company,  Predecessor  or 
The  Saratoga  &  Whitehall  Rail  Road  Company 

There  are  no  accounting  or  other  records  of  The  Saratoga  and  Washington 
Rail-road  Company  obtainable,  and  the  information  herein  submitted  was 
secured  from  The  Saratoga  and  Washington  Rail-road  Company's  sworn 
reports  to  the  New  York  State  engineer  and  from  the  return  of  the  carrier 
on  corporate  history. 

CORPORATE  HISTORY 

The  Saratoga  and  Washington  Rail-road  Company  was  incorporated  under 
a  special  act  of  New  York  passed  May  2,  1834.  The  Saratoga  and  Washing- 
ton Rail-road  Company  operated  its  property  until  May  17,  1856,  when  It  was 
conveyed  by  referee's  deed  to  the  trustees  for  its  second-mortgage  bondholders, 
who  acquired  it  under  foreclosure  sale  April  18,  1855.  On  June  8,  1855,  It 
was  conveyed  by  deed  of  the  trustees  to  The  Saratoga  &  Whitehall  Rail  Road 
Company. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  Saratoga  and  Washington  Rail-road  Company  acquired  from  the 
Saratoga  and  Fort  Edward  Rail-road  Company  surveys  made  by  that  company 
of  a  line  from  Saratoga  Springs  to  Fort  Edward,  N.  Y.,  and  constructed  a 
railroad  from  Saratoga  Springs  through  Fort  Edward  to  Lake  Station  (White- 
hall), N.  Y.,  approximately  40.95  miles,  together  with  a  branch  line  from 
Whitehall  to  the  New  York- Vermont  State  line,  about  6.59  miles.  The  railroad 
constructed  was  located  entirely  in  the  State  of  New  York  and  was  opened 
for  operation  as  follows : 

Saratoga  Springs  to  Ganesvoort  

Ganesvoort  to  Whitehall  

Whitehall  to  New  York-Vermont  State  line 
Whitehall  to  Lake  Station  

HISTORY  OP  CORPORATE  FINANCINO 

The  Saratoga  and  Washington  Rail-road  Company  states  in  its  reports  to  the 
New  York  State  engineer  that  it  Issued  and  had  outstanding  at  its  demise 
securities  amounting  to  $1,839,900,  consisting  of  capital  stock  $899,900  and 
funded  debt  $940,000.  The  authorized  capital  stock  was  $1350.000,  divided 
into  shares  of  $100  each,  and  of  this  amount  $899,900  was  issued  for  unknown 
considerations.  Funded  debt  Issued,  amounting  to  $940,000,  included  $250,000 
first-mortgage  7  per  cent  bonds,  due  March  1,  1858 ;  $100,000  Rutland  extension 
7  per  cent  bonds,  due  September  1,  1856;  and  $250,000  of  second-mortgage  7 
per  cent  bonds,  due  January  1,  1855.  What  bonds  made  up  the  remainder 
of  $340,000,  or  the  considerations  received  in  any  issue,  can  not  be  determined. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

In  its  report  to  the  New  York  State  engineer  for  the  year  ended  September 
30,  1854  (the  last  to  give  the  Information),  The  Saratoga  and  Washington 
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Rail-road  Company  stated  its  investment  in  road  and  equipment  as  $1,891,- 
963.49,  classified  as  follows : 

Road: 

Engineering  and  agencies   $82,285.16 

Land,  land  damages,  and  fences   155, 444. 18 

Graduation  and  masonry  1   824,959.98 

Bridges   29, 249.  40 

Superstructure  and  iron   566, 001. 01 

Passenger  and  freight  stations  and  buildings   60,542.61 

Engine  and  car  bouses,  machine  shop,  machinery  and  fixtures.  38, 755. 77 

Equipment : 

Locomotives  and  fixtures  and  snowpiows   60, 916. 67 

r,  baggage,  freight,  and  other  cars   73, 838. 76 


Total   134,755.43 

Grand  total   1,891,998.40 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property,  owned  by  The 
Saratoga  and  Washington  Railroad  Company  on  June  8,  1855,  can  not  be 
definitely  ascertained  owing  to  the  entire  absence  of  its  accounting  records  and 
those  of  the  contractors  who  constructed  the  original  road.  In  its  sworn  report 
to  the  Railroad  Commission  of  New  York  fur  September  30,  1854,  the  cost  of 
the  road,  exclusive  of  equipment,  is  shown  as  $1,757,238.06,  consisting  of  in- 
determinate outlays. 

LEASED   RAILWAY  PROPERTY 

The  Saratoga  and  Washington  Railroad  Company  operated  the  property  of 
the  Rutland  and  Whitehall  from  the  date  of  the  latter's  completion,  November 
1,  1850,  under  a  perpetual  lease  dated  December  24,  1850,  which  lease  was 
annulled  on  May  1,  1855. 


Saratoga  and  Fort  Edward  Rail  Road  Company,  Predkckssor  of  the  Sara- 
toga and  Washington  Railroad  Company 

There  are  no  accounting  or  other  records  of  this  company  obtainable,  and 
the  information  herein  submitted  was  secured  from  the  return  of  the  carrier 
on  corporate  history. 


The  Saratoga  and  Fort  Edward  Rail  Road  Company  was  Incorporated  April 
17, 1832,  under  a  special  act  of  New  York.  It  acquired  no  railroad  property  but 
made  surveys  of  a  proposed  railroad  from  Saratoga  Springs  to  Fort  Edward, 
N.  Y.,  which  were  afterwards  acquired  by  The  Saratoga  and  Washington  Rail- 
road Company. 

Tub  West  Troy  &  Green  Island  Rail  Road  Company 


There  are  no  accounting  or  otLer  records  obtainable,  and  such  information 
as  is  here  submitted  was  secured  from  the  sworn  reports  rendered  the  State  of 
New  York,  the  records  of  the  Rensselaer  and  Saratoga,  and  the  return  of  the 
carrier  on  corporate  history. 
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The  West  Troy  &  Green  Island  Rail  Road  Company  was  incorporated  under 
the  general  laws  of  New  York  on  October  15,  1870,  in  the  interests  of  the 
Rensselaer  and  Saratoga.  The  purpose  of  incorporation  was  to  provide  the 
Rensselaer  and  Saratoga  with  a  franchise  to  construct  a  railroad  from  its 
bridge  at  Green  Island  to  a  connection  with  the  railroad  of  its  lessor,  the 
Albany  and  Vermont,  at  West  Troy  (now  Watervllet),  N.  T.,  a  distance  of 
about  1.08  miles. 


Construction  of  the  road  as  planned  was  completed  in  1873  by  the  carrier, 
and  has  been  operated  by  the  latter  since  It  was  opened.  The  road  has  been 
double-tracked  for  about  1.06  miles. 


OP  CORPORATE  FINANCING 


The  authorized  capital  stock  was  $30,000,  divided  into  shares  of  $100 
In  its  report  to  the  Public  Service  Commission  of  New  York  for  the  year  ended 
on  date  of  valuation,  it  is  stated  that  a  par  value  of  $3,200  was  Issued  for  a 
like  amount  of  cash,  and  that  this  stock  is  owned  by  the  Rensselaer  and 
Saratoga,  but  there  is  no  record  of  such  ownership  to  be  found  In  the  books  of 
the  latter. 


The  Albany  and  Vermont  Rail  Road  Company  (Albany  and  Vermont) 

corporate  history 

The  corporations  whose  franchises  and  properties  have  gone  to  make  up  the 
present  company,  and  the  dates  of  the  changes  in  those  several  corporations, 
are  shown  in  the  following  table: 


Corporate  name 

Date  of  In- 

State 

Date  of  acquisition  by  successor 

1.  Albany  and  Vermont   

2.  The  Albany,  Vermont  and  Can- 

ada Rail  Road  Company. 
».  Albany  Northern  Rail  Road.... 

Oct.    6, 1R59 
Nov.  7,1858 

Feb.  20,1851 

-•••.dO*  m  •  •  >••••• 

 do  

Present  company. 
Convoyed  to  1,  Sept.  22.  ISM. 

Conveyed  to  2,  Dec  10,  lue. 

DEVELOP! 

KENT  or  ris 

ET>  PHYSICAL  1 

The  property  acquired  from  the  Albany,  Vermont  and  Canada  Rail  Road 
Company  on  September  22, 1859,  extending  from  Albany  to  Eagle  Bridge,  a  dis- 
tance of  approximately  35  miles,  had  been  constructed  by  the  Albany  Northern 
Rail  Road  and  opened  for  operation  in  1853.  The  property  was  conveyed  by  the 
latter  to  Albany,  Vermont  and  Canada  Rail  Road  Company  on  December  10, 
1856.  That  part  of  the  road  extending  from  Waterford  Junction  to  Eagle 
Bridge,  approximately  21  miles,  as  a  result  of  an  action  brought  by  the  8tste 
of  New  York,  was  permanently  abandoned  and  the  tracks  taken  up  during  the 
early  part  of  the  year  1878.  During  the  period  the  railroad  between  Albany 
and  Waterford  Junction  was  operated  by  the  Rensselaer  and  Saratoga,  the 
lessee  constructed  a  second  track  over  its  entire  length  of  approximately 
12  miles. 
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HISTORY  OF  CORPORATE  FINANCING 

The  records  of  the  Albany  and  Vermont  disclose  no  syndicating  transactions. 
The  Albany  and  Vermont  issued  and  had  outstanding  on  date  of  valuation 
$600,000  in  capital  stock.  On  the  acquisition  of  the  property  of  The  Albany, 
Vermont  and  Canada  Rail  Road  Company,  a  par  value  of  $598,500  in  capital 
stock  was  Issued  in  exchange  for  a  like  amount  of  first-mortgage  bonds  of  the 
Albany  Northern  Rail  Road  which  had  been  assumed  by  the  former  company. 
This  exchange  was  on  the  basis  of  the  par  of  stock  equaling  110  per  cent  of  the 
bonds,  the  holders  of  the  latter  paying  the  difference  of  $59,850  in  cash.  The 
Albany  and  Vermont  assigned  a  book  value  of  $538,650  to  the  bonds  received  in 
this  manner,  charging  its  investment  in  road  and  equipment  with  a  correspond- 
ing amount.  The  balance  of  its  capital  stock  of  a  par  value  of  $1,500  was 
Issued  for  $645  cash,,  the  discount  of  $855  also  being  charged  to  investment  in 
road  and  equipment. 

Increase  or  decrease  of  securities  in  reorganization.— The  capital  stock  of 
The  Albany,  Vermont  and  Canada  Rail  Road  Company  was  not  recognized 
in  the  reorganization.  The  amount  of  such  stock  outstanding  at  the  demise 
of  that  company  was  $439,004.97,  which,  together  with  the  shrinkage  of  $61,- 
350  effected  in  the  exchange  of  securities,  made  a  total  decrease  in  securities 
of  $500354.97. 

RESULTS  OF  CORPORATE  OPERATIONS 

Income  account.— The  income  account  of  the  Albany  and  Vermont  for  year 
ended  on  date  of  valuation,  and  for  the  period  October  8,  1859,  to  date  of  valua- 
tion, is  stated  as  follows : 


Year 

Period 

Railway  operating  revenues    

Railway  operating  expenses  .    

$36, 657.  65 
54,544.28 

Net  loss  from  railway  operations  

17, 886.  M 

$20,000. 00 

1,117,  BOO.  00 
IfiO.  00 
8,650.00 
8,221.00 
1,554.63 

Dividend  Income  .   ...     ..  .  ._   .  „ 

200.00 

Income  from  unfunded  securities  uud  ecco tints 

Total  nonoperatlng  income....    

20,200  00 

1, 136,076  32 

20,200.00  1  1,118,189.00 

800  00 
186.37 

M,  777. 17 
7.029.06 
14, 517.  43 
27. 820.13 

Maintenance  of  investment  organization.  

577.90 

Total  deductions  from  gross  Income   „ 

1,504.27 

10,\  74.1 09 

18,83*73 

1,012,444.00 

1 

If  certain  delayed-income  items  in  the  profit  and  loss  account  were  trans- 
ferred to  the  income  account  for  the  entire  period,  there  would  be  a  credit 
balance  of  $1,009,667.48  carried  to  profit  and  loss  instead  of  $1,012,444.60,  as 
shown  above. 

Profit  and  loss  account. — The  profit  and  loss  account  of  the  Albany  and 
Vermont,  on  date  of  valuation,  follows. 
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Delayed-incomo  debits: 

Operating  revenues   $17. 85 

OperatlnR  expenses   8,433  57 

Railway  lax  accruals   2W.  12 


Dividend  appropriations  of  surplus      

Miscellaneous  debits: 

Counterfeit  money  written  off  

Cash  expenditures  for  land  purchased  

Adjustment  of  Investment  In  road  and  equipment  to  equal  capital  stock. 

Credit  balance  transferred  from  income  

Pelnyed-incorae  credits: 

Interest  on  unfunded  debt   1237. 00 

Maintenance  of  Investment  organization   466.  i2 


Miscellaneous  credits: 

Deficit  In  operations  to  June  14,  I860,  charged  to  investment  In  road  and 
equipment  , 

Proceeds  from  sale  of  old  material  ..   

Proceeds  from  sale  of  old  rail  ..  

Proceeds  from  sale  of  land  at  Albany  

Profit  on  sale  of  investment  securities....  

Credit  balance  on  date  of  valuation  


Total. 


Debits 


S3.4S0.  54 
1,048,500.00 

32.00 
2,005.  50 
17, 582  72 


17.774.72 


11.012.44180 


701  42 


13.576.00 
6,945.73 

81.1W.70 
4, 750  00 
1,510.03 


1.000.055.  48 


1,000,051  48 


INVESTMENT  IN  ROAD  AND  EQUIPMENT 


The  Albany  and  Vermont  owns  no  equipment.  On  date  of  valuation  the 
road  and  equipment  investment  account  of  the  Albany  and  Vermont  carried  a 
balance  of  $600,000,  which  had  been  established  as  follows : 

Property  acquired,  The  Albany,  Vermont,  and  Canada  Rail  Road 
Company : 

Capital  stock  issued,  par  value  $538,050.00 

Current  liabilities  assumed   17,212.32 

Money  outlay   27,176.67 

Total   583, 038. 99 

Additions  and  betterments,  money  outlay: 

Expenditures  $22,892.44 

Less  proceeds  from  sale  of  land   2,  779.  71 

  20. 112. 73 

Total     003. 151.  72 

Other  items: 
Credits- 
Adjustment  by  a  corresponding  charge  to  pro  lit 
and  loss  to  make  the  balance  in  the  road 
and  equipment  investment  account  equal  the 
outstanding  capital  stock  $17,582.72 

Debits- 
Discount  on  capital  stock   855. 00 

Deficit  in  operations  to  June  14,  1800   13,  570. 00 

Net  credit   8. 151. 72 

Total   600,  000. 00 

If  the  credits  in  "other  Items"  that  are  not  In  accord  with  our  present 
accounting  rules  were  restored  and  the  debits  therein  eliminated,  the  balance  in 
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that  account  would  be  increased  to  $603,151.72.  This  balance,  so  far  as  It  Is 
resolvable  Into  kinds  of  considerations,  would  comprise  the  following  elements : 

Recorded  money  ontlay  $50, 069. 11 

Capital  stock  issued,  par  value   538, 650. 00 

Current  liabilities  assumed   17,212.32 

Less  deduction  not  assignable  specifically  to  any  one  or  more  of  the 
classes  of  outlay  above  stated,  proceeds  from  the  sale  of  land   2, 779. 71 

The  foregoing  does  not  include  an  expenditure  of  $2,695.50  for  land  charged 
to  profit  and  loss,  but  may  include  the  cost  of  certain  land  sold,  the  proceeds  of 
which  were  credited  to  profit  and  loss.  It  may  also  include  an  indeterminable 
amount  representing  that  part  of  the  cost  of  property  disposed  of  in  excess 
of  the  credits  made  to  the  account  for  proceeds  from  sales.  The  Albany  and 
Vermont  added  no  mileage  to  the  road  originally  constructed,  but  did  abandon 
about  20.82  miles  of  road  between  Waterford  Junction  and  Eagle  Bridge,  the 
unknown  cost  of  which  it  still  represented  in  the  balance  in  the  road  and 
equipment  Investment  account. 

LEASED  RAILWAY  PROPERTY 

On  June  12, 1860,  the  Albany  and  Vermont  leased  its  property  between  Albany 
and  Waterford  Junction  in  perpetuity  to  the  Rensselaer  and  Saratoga,  and 
the  latter  on  May  1,  1871,  assigned  the  lease  to  tbc  carrier,  which  has  since 
operated  the  property,  paying  therefor  an  annual  rental  of  $20,000.  The  latter 
In  addition  maintains  the  property  and  pays  all  taxes. 

Predecessors  of  the  Albany  and  Vermont 

The  Albany,  Vermont  axd  Canada  Rail  Road  Company 

No  accounting  or  other  records  of  The  Albany,  Vermont  and  Canada  Rail 
Road  Company  are  obtainable.  The  information  submitted  herein  was  secured 
from  the  carrier's  sworn  reports  to  the  New  Tork  State  engineer  and  from  the 
returns  of  the  carrier  on  corporate  history. 

CORPORATE  HISTORY 

- 

The  Albany,  Vermont  and  Canada  Rail  Road  Company  was  incorporated 
November  7,  1856,  for  a  term  of  100  years,  under  the  general  laws  of  New 
York,  for  the  purpose  of  acquiring  the  property  of  the  Albany  Northern 
Rail  Road,  which  was  conveyed  to  it  subject  to  a  first  mortgage  of  the  prede- 
cessor company  by  deed  dated  December  10,  1856,  from  Christopher  W.  Bender, 
who  at  a  foreclosure  sale  October  16,  1856,  had  bid  in  the  property  in  behalf 
of  its  second-mortgage  bondholders.  The  property  acquired  consisted  of  a 
single-track  standard-gauge  railroad,  extending  from  Albany  to  Eagle  Bridge, 
N.  Y„  a  distance  of  about  33  miles.  The  property  of  The  Albany,  Vermont  and 
Canada  Rail  Road  Company  was  sold  September  15,  1850,  under  foreclosure  of 
the  first-mortgage  of  the  Albany  Northern  Rail  Road  to  Abijah  Mann,  jr.,  In 
behalf  of  the  first-mortgage  bondholders,  under  referee's  deed  dated  September 
19,  1859.  He  conveyed  the  property  to  the  Albany  and  Susquehanna  by  deed 
dated  September  22,  1859. 

i 

HISTORY  OF  CORTORATE  FINANCING 

The  capital  obligations  of  The  Albany,  Vermont,  and  Canada  Rail  Road  Com- 
pany, so  far  as  can  be  ascertained  from  obtainable  sources  of  information, 
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consisted  of  capital  stock  Issued  and  funded  debt  assumed.  The  authorised 
capital  stock  was  $000,000,  divided  into  shares  of  $100  each.  Of  this  amount 
The  Albany,  Vermont  and  Canada  Rail  Road  Company  in  its  last  report  to 
the  New  York  State  engineer  stated  that,  at  September  30,  1855,  $445,000 
had  been  subscribed  and  subscriptions  paid  In  amounting  to  $439.004JI7. 
Funded  debt  consisted  of  $600,000  first-mortgage  7  per  cent  bonds  of  the 
Albany  Northern  Rail  Road  due  March  1,  1867,  and  assumed  in  the  acquisition 
of  the  letter's  property. 

Increase  or  decrease  of  securities  in  any  reorganization. — The  reorganization 
of  the  Albany  Northern  Rail  Road  as  The  Albany,  Vermont  and  Canada  Rail 
Road  Company  resulted  in  a  decrease  in  securities,  but  the  exact  amount  of 
this  decrease  can  not  be  stated  because  of  the  lack  of  definite  information  as  to 
the  amount  of  securities  of  the  predecessor  outstanding  at  its  demise.  It  has 
been  stated  in  the  accounting  report  of  the  Albany  Northern  Rail  Road  that  its 
capital  obligations  outstanding  at  September  30,  1855,  so  far  as  can  be  de- 
termined, amounted  to  $1,648,281.76.  Of  this  amount  The  Albany,  Vermont 
and  Canada  Rail  Road  Company  assumed  $600,000  of  the  first-mortgage  bonds 
in  acquiring  the  property,  and  the  remainder  of  $1,048,281.76  was  apparently 
eliminated. 

INVESTMENT  IN  BOAD  AND  EQUIP  MINT 

The  Albany,  Vermont  and  Canada  Rail  Road  Company's  investment  in  road 
and  equipment  at  its  demise  can  not  be  ascertained  from  the  obtainable  sources 
of  information.  In  its  report  for  the  year  ending  September  30,  1856,  to  the 
New  York  State  engineer,  The  Albany,  Vermont  and  Canada  Rail  Road  Com- 
pany states  It  had  expended  for  additions  and  betterments  the  sum  of  $10,032.94, 


and  classifies  this  amount  as  follows: 

Engineering  $1,560.00 

Land  and  land  damages   982.00 

Graduation  and  masonry   2,824.47 

Rridges     8,680.19 

Passenger  and  freight  stations,  buildings,  and  fixtures   986. 28 


Total   10.032.94 


ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  and  used 
by  The  Albany,  Vermont  and  Canada  Rail  Road  Company  on  September  22, 
1859,  can  not  be  definitely  ascertained,  owing  to  the  entire  absence  of  its 
accounting  records,  of  Its  predecessor's,  and  of  those  of  the  contractors  who 
constructed  the  original  road.  It  has  been  stated  In  the  accounting  report  of 
the  Albany  Northern  Rail  Road  that  the  cost  of  the  road,  exclusive  of  equip- 
ment, was  $1,552,802.63,  comprising  reported  outlays  In  money  and  securities. 
The  Albany,  Vermont  and  Canada  Rail  Road  Company  has  stated  in  its  sworn 
report  to  the  New  York  State  engineer  for  September  30,  1856,  that  it  expended 
$10,032.94  for  atlditi  ons  and  betterments.  It  may  therefore  be  said  that  the 
reported  outlay  for  the  property  of  The  Albany,  Vermont  and  Canada  Rail 
Road  Company,  exclusive  of  equipment  at  September  22,  1859,  was  $1,562,835.67. 

Albany  Northern  Rail  Road,  Predecessor  or  The  Albany,  Vssmort  axd 

Canada  Rail  Road  Company 

The  accounting  records  of  the  Albany  Northern  Rail  Road  are  fragmentary 
and  do  not  permit  an  analysis  of  its  activities.   The  Information  here  sub- 
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mitted  was  obtained  chiefly  from  its  sworn  reports  to  the  New  York  State 
engineer  and  from  the  returns  of  the  carrier  on  corporate  history. 

CORPORATE  HISTORY 

The  Albany  Northern  Rail  Road  was  incorporated  February  20,  1851,  for  a 
term  of  100  years  under  the  general  laws  of  New  York.  It  acquired  by 
construction  a  single-track  standard-gauge  railroad,  extending  from  Albany  to 
Eagle  Bridge,  N.  Y.,  approximately  83  miles,  which  It  opened  for  operation 
In  1853.  The  Albany  Northern  Rail  Road  defaulted  In  the  payment  of  Interest 
on  Its  second-mortgage  bonds,  and  on  October  31,  1856,  was  deeded  to  Chris- 
topher W.  Bender  on  behalf  of  the  second-mortgage  bondholders  who  had  bid 
it  in,  subject  to  the  flrst-mortgage  bonds,  at  a  sale  October  16,  1856,  In  fore- 
closure of  its  second  mortgage.  The  property  was  subsequently  conveyed  by 
Bender  to  The  Albany,  Vermont  and  Canada  Rail  Road  Company,  by  deed 
dated  December  10,  1856. 

HISTORY  OF  CORPORATE  FINANCING 

In  Its  last  report  to  the  New  York  State  engineer,  the  Albany  Northern 
Rail  Road  stated  that  the  outstanding  capital  obligations  at  September  30, 
1855,  comprised  $454,882.97  of  capital  stock  and  $1,193,398.79  of  funded  debt. 
The  particulars  In  connection  with  the  several  issues  of  capital  obligations, 
in  so  far  as  can  be  gathered  from  the  Albany  Northern  Rail  Road's  reports 
to  the  New  York  State  engineer,  are  as  follows : 

Capital  stock. — The  authorized  capital  stock  was  $600,000,  divided  into 
shares  of  $100  each.  Of  this  amount,  $454,882.97  was  issued  and  a  corre- 
sponding amount  charged  to  Investment  in  road  and  equipment. 

Funded  debt. — First-mortgage  7  per  cent  bonds,  due  March  1,  1867,  were 
authorized  and  issued  for  $600,000.  Of  this  amount,  a  par  value  of  $223,000 
was  Issued  at  92%,  at  a  discount  of  $16,725.  The  balance  of  $377,000  was 
issued  at  par  for  Iron  rail.  The  total  par  value  issued  was  charged  to  invest- 
ment in  road  and  equipment. 

Second-mortgage  7  per  cent  bonds,  due  June  1,  1863,  were  authorized  in 
the  amount  of  $500,000.  Of  this  amount,  a  par  value  of  $184,000  was  issued 
at  a  discount  of  $33,950.  The  investment  In  road  and  equipment  was  charged 
with  an  amount  corresponding  to  the  total  par  value  issued.  A  par  value  of 
$302,000  was  pledged  as  security  for  short-term  notes.  The  disposition  made 
of  the  balance  of  $14,000  could  not  be  ascertained. 

Third-mortgage  income  7  per  cent  bonds,  dated  November  1,  1853,  and  due 
in  three,  five,  and  eight  years  after  date,  were  authorized  in  the  amount  of 
$230,000.  Of  this  amount,  a  par  value  of  $102,400  was  Issued  at  85,  at  a  dis- 
count of  $15,360,  and  the  investment  In  road  and  equipment  was  charged 
with  an  amount  equal  to  the  par  value  issued.  What  part,  if  any,  of  the 
remainder  of  $147,600  was  Issued  is  not  stated  In  the  Albany  Northern  Rail 
Road's  reports.  Of  the  total  amount  issued,  a  par  value  of  $65,700  had  been 
retired  at  September  30,  1855,  by  $64,338.79  of  fourth-mortgage  bonds. 

Fourth-mortgage  bonds,  dated  May  1,  1854,  due  date  unknown,  bearing  in- 
terest at  6  per  cent  for  the  first  five  years  and  7  per  cent  thereafter,  were 
authorized  In  the  amount  of  $500,000  to  retire  a  loan  of  $300,000  made  the 
Albany  Northern  Rail  Road  bj  the  city  of  Albany  and  the  outstanding  third- 
mortgage  bonds.  The  Albany  Northern  Rail  Road  states  that  at  September  30, 
1855,  $64,338.79  of  these  bonds  had  been  applied  by  the  commissioners  of  the 
Albany  city  loan  In  retirement  of  $65,700  of  the  third-mortgage  income  bonds. 
28926°— 27— Vol.  116  49 


Digitized  by  Google 


758  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


The  city  of  Albany,  by  authority  of  an  act  of  the  New  York  Legislature 
passed  March  18,  1854,  advanced  the  Albany  Northern  Rail  Road  the  sum  of 
$300,000.  The  terms  of  the  loan  are  not  of  record.  It  was  apparently  re- 
tired by  fourth- mortgage  bonds  referred  to  above. 

■ 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  report  of  the  Albany  Northern  Rail  Road  to  the  New  York  State 
engineer  for  September  30,  1855,  (the  last  report  made),  states  the  invest- 
ment in  road  and  equipment  as  $2,010,634.64.  This  balance  was  stated  to 
consist  of  the  following  items : 


Construction  of  road : 

Capital  stock  issued  (par  value)  $454,  882. 97 

Funded  debt  Issued  (par  value  $866,400)   820, 365. 00 

Notes  payable  issued    232, 195. 68 

Additions  and  betterments,  cash  expenditures   230, 439. 20 

Other  items,  not  in  accord  with  the  present  accounting 
rules  of  the  commission : 

Discount  on  funded  debt  $66, 035. 00 

Sundry  advances  ( no  details  stated )   64, 610,  62 

Estimated  amounts — 

Salaries  and  wages  due   40,  000. 00 

Construction,  materials,  equipment,  and  right 

of  way   65. 000. 00 

Interest  due  on — 

Funded  debt   23,468.67 

Minor  mortgages   1,137.50 

Current  liabilities   12,500.00 

  272, 751. 79 

Total  —  .2, 010, 634. 64 


If  the  debits  in  "other  items"  were  eliminated,  the  balance  In  that  account 
would  be  reduced  to  $1,737,882.85,  consisting  of  $1,552,802.63  road  and 
$185,080.22  equipment.  In  its  report  to  the  New  York  State  engineer  the 
Albany  Northern  Rail  Road  has  stated  that  this  balance  consisted  of  the 


following  outlays: 

Recorded  money  outlay  $230,439.20 

Capital  stock  issued,  par  value   454,  882. 97 

.  Funded  debt  of  a  par  value  of  $866,400,  issued  at  an  agreed  value 

of   820,365.00 

Notes  payable  issued   232, 195.  68 


ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  and  used 
by  the  Albany  Northern  Rail  Road  on  December  10,  1856,  can  not  be  definitely 
ascertained  owing  to  the  entire  absence  of  its  accounting  records  and  those 
of  the  contractors  who  constructed  the  original  road.  In  its  sworn  report  to 
the  New  York  State  engineer  for  September  30,  1855,  the  cost  of  the  road,  exclu- 
sive of  equipment,  is  shown  as  $1,552,802.63,  comprising  the  reported  outlays 
as  hereinbefore  stated. 
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Rutland  and  Whitehall  IUil  Road  Company  (Rutland  and  Whitehall) 

introductory 

No  accounting  records  of  the  Rutland  and  Whitehall  were  obtainable,  the 
Information  here  submitted  being  taken  from  Its  corporate  records  and  its 
sworn  reports  to  the  Vermont  Public  Service  Commission  and  to  us. 

DEVELOPMENT  OP  FIXED  PHYSICAL  PROPERTY 

The  Rutland  and  Whitehall  acquired  by  construction,  under  contract  with 
R.  H.  and  G.  L.  Schuyler,  its  road  extending  from  the  New  York- Vermont  State 
line  to  Castleton,  approximately  6.833  miles,  which  was  completed  November 
1.  1850.  It  also  constructed  under  contract  with  Arundah  W.  Hyde,  Its  vice 
president  upon  organization  and  subsequently  Its  president,  a  branch  road  from 
Hydeville  to  the  shore  of  Lake  Bomoseen,  about  1.5  miles  In  length,  which  was 
completed  about  the  first  of  the  year  185-1,  but  subsequently  abandoned. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  Rutland  and  Whitehall  owned  no  equipment  on  date  of  valuation.  The 
investment  in  road  showed  a  balance  of  $255,700,  classified  by  the  Rutland  and 
Whitehall  in  its  report  to  the  Vermont  Public  Service  Commission  for  the 


year  ended  August  31,  1850,  as  follows: 
Road : 

Construction  of  main  road  $176, 000 

Construction  of  branch  road  from  Hydeville  to  Lake  Bomoseen 

(capital  stock)   29,700 

Depot  buildings  and  turnabouts   4, 000 


Total    209,700 

Equipment,  locomotives  and  other  roiling  stock   46,000 


Grand  total   255, 700 


The  foregoing  includes  the  original  cost  of  the  branch  road  from  Hydeville 
to  Lake  Bomoseen,  which  was  abandoned. 

LEASED  RAILWAY  PROPERTY 

The  property  of  the  Rutland  and  Whitehall  was  leased  in  perpetuity  from 
February  1,  1870,  to  the  Rensselaer  and  Saratoga,  which  lease  was  assigned 
June  15,  1871,  to  the  carrier.  The  lease  provides  for  an  annual  rental  of 
$15,342. 

The  Saratoga  and  Schenectady  Rail  Road  Company  (Sabatooa  and 

Schenectady) 

introductory 

As  the  result  of  a  fire  on  May  10,  1862,  no  accounting  or  corporate  records 
prior  to  that  date  were  obtainable,  excepting  a  cash  book  dating  from  January 
1,  1861.  The  information  here  submitted  was  obtained  from  this  cash  book, 
the  published  reports  of  the  State  engineer  and  surveyor,  the  railroad  com- 
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missloners  of  the  State  of  New  York,  the  Saratoga  and  Schenectady's  reports 
to  us,  and  the  returns  of  the  carrier  on  corporate  history. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PBOPEBTT 

The  Saratoga  and  Schenectady  constructed  its  road  from  Schenectady  to 
Saratoga  Springs,  about  20.800  miles.  The  road  from  Schenectady  to  Ballston 
Spa  was  opened  July  12,  1832,  and  from  Ballston  Spa  to  Saratoga  Springs 
in  1833.  During  the  period  under  lease  the  road  has  been  double-tracked  by 
the  leasees  for  11.394  miles  of  its  length. 

HISTOBY  OF  CORPORATE  FINANCING 

Capital  stock. — The  authorized  capital  stock  was  $450,000,  divided  into 
shares  of  $100  each,  and  classed  as  common  stock.  There  was  issued  $10,000 
for  a  like  amount  of  cash,  $40,000  in  exchange  for  a  like  amount  of  funded 
debt  $100,000  as  a  stock  dividend,  and  $300,000  for  unknown  considerations. 
The  Saratoga  and  Scheuectady  reacquired  and  reissued  $3,700  of  its  stock 
for  a  like  amount  of  cash. 

Funded  debt. — At  January  1,  1861,  there  were  $73,000  of  6  per  cent  mortgage 
bonds  outstanding  that  were  due  serially  in  3  and  4  years.  The  interest 
rate  was  subsequently  changed  to  7  per  cent  and  the  date  of  maturity  ex- 
tended to  10  years  from  January  1,  1866.  The  considerations  received  are 
not  of  record.  Of  the  total  issue,  $33,000  was  retired  by  a  like  amount  of 
cash  and  $40,000  by  the  exchange  of  a  like  amount  of  capital  stock. 

RESULT  OF  CORPORATE  OPERATIONS 


Income  account. — The  income  account  of  the  Saratoga  and  Schenectady  for 
year  ending  on  date  of  valuation,  and  for  the  period  January  1,  1861,  to  date 
of  valuation,  follows : 


Yew 

Period 

Kunoperating  income: 

$31, 75a  00 
200.00 

$1,748,187.50 
9,7M.« 
6,27i7« 
7.844.W 

1,  768,  889.  34 

1,  70S,  889.  M 

Dividend  income  

31, 9:0.  00 

31,  oia  oo 

Deductions  from  gross  income: 

311. 12 

28,583.  53 

3H.  00 
337.40 
94,236.59 

•1,677.49 

536.87 
847.60 

31, 102.  01 
31, 500.  00 

1,676.  01 1, 
1,648,3*100 

28,511 » 

Income  balance  transferred  to — 

397.90 

Profit  and  loss  account— The  profit  and  loss  account  of  the  Saratoga  and 
Schenectady  on  date  of  valuation  follows. 
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Debits 

Credits 

$28,513.86 
|  111,067.17 

Miscellaneous  credits: 

Profit  from  sale  of  investment  securities                              3, 225. 00 

Credit  balance  at  Jan.  1,  1861                                           107,804. 67 

Miscellaneous  debits: 

Stock  dividend   100,000.00 

}  $133,909. 15 
5,071.88 

139,581.03 

Other  (no  details)   33,909.15 

139, 581. 03 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  Saratoga  and  Schenectady  owns  no  equipment.  On  date  of  valuation  the 
Investment  in  road  is  stated  in  its  report  to  us  and  to  the  Public  Service  Com- 
mission of  New  York  to  be  $450,000,  which  had  been  established  as  follows: 
Reported  cost  of  road  and  equipment,  $480,684.15;  less  equipment  transferred 
to  the  Rensselaer  and  Saratoga,  $30,684.15;  total,  $450,000. 

Cost  of  lands. — The  Saratoga  and  Schenectady  reports  the  original  cost  of 
all  lands  owned,  including  both  carrier  and  noncarrier,  as  $147,641.61.  In 
verifying  the  returns,  $19,796.76  has  been  deducted  as  not  representing  land 
costs.  The  resulting  balance  of  $127,844.85,  made  up  in  part  of  costs  supported 
by  accounting  records  and  in  part  of  costs  supported  by  substantial  deed  con- 
siderations and  other  amounts,  which  the  Saratoga  and  Schenectady  claims  to 
represent  costs  but  which  are  not  supported  by  accounting  records,  may  be 
classified  as  follows: 


C 1  rt&s  i  fi  cvt  1 10  n 

Costs  sup- 
ported by 
accounting 
records 

Costs  not 
supported  by 
accounting 
records 

$102,290.48 

-------------- 

$10, 967. 8ft 
150.00 
450.00 
6,000.00 

Rights  In  private  lands,  owned,  leased  to  the  carrier  

1,986.51 

LEASED  RAILWAY  PROPERTY 

The  Saratoga  and  Schenectady,  under  date  of  October  14,  1850,  leased  its 
property  to  the  Rensselaer  and  Saratoga  for  a  term  of  15  years  from  January 
1,  1851,  for  considerations  not  of  record.  A  new  lease  in  perpetuity  from  July 
1,  1860,  was  made  on  June  13,  1860.  Under  this  lease  the  lessee  paid  annual 
rentals  of  $30,150  until  January  1,  1866,  and  $31,750  thereafter.  In  addition, 
the  lessee  maintained  the  lessor's  property  and  paid  all  taxes.  On  May  1,  1871, 
the  Rensselaer  and  Saratoga  assigned  its  lease  te  the  carrier. 

Northern  Coal  anu  Iron  Company 

CORPORATE  HISTORY 

The  corporations  whose  franchises  and  properties  have  gone  to  make  up  the 
present  company,  and  the  dates  of  the  changes  in  those  several  corporations, 
are  shown  in  the  following  table. 
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Corporate  nntr.o 

l)r-fi>  nf  ii,'T)r[xira- 

tion 

Stitv 

Hatr  of  -v  in :<r. on  hy  ?iuc\ssor 

1.  Northern  Conl  and  Iron 

Company 

2.  The  Plymouth  and  \Vltk<>s- 

Barre  Road  and  Bridge 
Company. 

3.  Baltimore  Coal  and  Union 

Railroad  Company. 

4.  The  Union  Coal  Compuiy. 

5.  The  Howard  Coal  and  Inci 

Company. 

Apr.  27.  ISC  1 

Apr.  12.  Apr. 
14,    lStVt,  M:\r. 
14,  lS»o.  :iml  Int- 
ters    patent  of 

Nov.  :w,  ts.'iO. 
Apr.  X,  lfef>S  

Apr.  ?f>.  fmrl 

jfltiTS  p  L l •  ■  1 1 1  Of 

May  :;(),  lv">l 
Apr.  18.  1VH  

lViiiisyhania... 
.....do  

<lo  

rr^iit  m-npriny. 

Consolidated  with  1.  Nov  20,  1673 

Consolidate!  with  1.  July  f.,  tHTJ . 

SoM  to  t nisN^s.  hy  deed  dut<»l 
Fob .  20.  isos.  «m-l  nmveyod  hy 
thorn  to  .1.  Apr  ISi-.-. 

Me.-iM-J  virh  4.  Feb.  13.  iSCT. 

I) EV ELO I'MENI  OK  FIXED  PHYSICAL  PROPERTY 


The  property  owned  by  the  Northern  Coal  and  Iron  Company  on  date  of 
valuation  was  acquired  as  follows : 


Date  acquired 

Mileage 

By  consolidation  and  merger,  Baltimore  Coal  and  Union  Railroad  Company, 
Union  Junction  to  Green  Ridge  

July  0.1871 

Oct.  14,1873 

15.000 

2.030 

1.250 

2.150 

3.  150 
2004 

1.570 
1.020 
.510 

29.2S4 

Constructed  pert  lolly  by  The  Howard  Coal  and  Iron  Company  on  date  un- 
known, The  Plymouth  and  Wllkes-Bnrre  Rail  Road  and  BridRe  Companv, 
Plymouth  Junction  to  South  Wilkes-Barre,  construction  completed  by  The 
Plymouth  and  WUltes-Barre  Rail  Road  and  Bridge  Company  in  1858  

By  purchase  with  coal  properties: 

Plymouth  No.  3  branch,  Kingston  Mines  to  Plymouth  Junction;  date  con- 

• • 

By  construction: 

^  ilkes-Barre  to  1 1  ti dso n...  .  . — . — .. —  — 

Not.  8,1888 
1871 
1903 

1804 

Hut  ton  wood  branch,  Buttonwood  to  connection  with  Plymouth  branch... 

Plymouth  No.  5  branch.  Bull  Run  branch  to  Plymouth  No.  3  branch  

Scranton  branch.  Carbon  8treet  Junction  to  I*ckawanna  Avenue.  Scran  ton. 

HISTORY  OF  CORPORATE  FINAKC1JJO 

The  records  of  the  Northern  Coal  and  Iron  Company  disclose  no  syndicating 
transactions.  The  finances  of  the  Northern  Coal  and  Iron  Company,  as  one  of 
the  number  of  companies  promoted  by  the  carrier,  are  administered  by  the 
latter.  The  financial  arrangements  were  made  for  both  its  coal  and  railroad 
properties,  and  these  were  considered  as  a  whole  until  December  31.  1908, 
when  its  railroad  property  was  set  up  separately  on  its  books.  The  transac- 
tions which  follow,  therefore,  relate  to  the  whole  property  of  the  Northern 
Coal  and  Iron  Company.  Its  securities  hnve  been  issued  or  assumed  in  the 
acquisition  of  its  properties  or  in  the  payment  of  advances  made  to  it  by  the 
carrier.  The  capital  stock  and  the  several  classes  of  long-term  debt  issued  and 
retired  nre  here  stated,  with  the  amount  of  each  outstanding  on  date  of 
valuation. 


Description 

Originally 
issued 

Retirements 
and  treasury 
holdings 

Outstanding 

$1,500.  OfOOO 

4,  170,127. 15 
22.129.429.15 

•4, 170.  127. 15 
17. 374,  S»  38 

"T75ii60'77 

27.7V9.S50.30 

21. 514, 455. 53 

0,255,100.77 
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The  foregoing  securities  were  Issued  at  par  for  a  like  amount  of  considera- 


tions, as  shown  below: 

Cash   $19,433,040.80 

Construction  or  property   3,808,388.35 

Other  debt  retirement   4, 168, 127. 15 

Miscellaneous  physical  property  (coal  lands)..  300, 000.  00 

Total   27,790,556.30 


Securities  of  a  par  value  of  $21,544,455.53  were  retired  with  $17,376,328.38 
cash  and  $4,168,127.15  of  other  securities  issued. 

Capital  stock. — The  authorised  capital  stock  of  the  Northern  Coal  and  Iron 
Company  is  $2,000,000,  divided  into  shares  of  $100  each  and  classed  as  common 
stock.  Of  this  amount,  $102,000  was  issued  for  a  like  amount  of  cash  and 
$1398,000  was  issued  to  the  carrier  in  part  payment  of  advances. 

Funded  debt. — The  Northern  Coal  and  Iron  Company  had  four  issues  of 
funded  debt,  amounting  in  all  to  $4,170,127.15,  which  have  been  retired  with  a 
like  amount  of  cash.  They  were  Issued  for  property  or  In  payment  for  ad- 
vances. The  details  of  the  individual  issues  will  be  found  in  the  accounting 
report  hereinbefore  referred  to. 

Nonnegotiable  debt. — Nonnegotiable  debt  to  affiliated  companies  was  incurred 
by  the  receipt  of  $22,120,420.15  in  advances  from  the  carrier,  of  which 
$17,374,328.38  was  subsequently  retired,  leaving  a  balance  of  $4,755,100.77  out- 
standing on  date  of  valuation.  The  considerations  received  were  $19,331,040.80 
cash  and  $2,798,388.35  for  construction  or  property.  The  retirements  were  made 
with  $134206,201.23  of  cash  and  the  issue  of  $4,168,127.15  of  securities. 

RESULT  OF  CORPORATE  OPERATIONS 

Income  statement. — The  results  of  corporate  operations  for  the  period  Janu- 
ary 1,  1868,  to  December  31,  1906,  are  recorded  in  the  accounting  records  of 
the  Northern  Coal  and  Iron  Company,  but  since  the  latter  date  the  revenues 
and  expenses  have  been  merged  with  those  of  the  carrier.  The  income  account 
for  the  period  January  1,  1868,  to  December  31,  1006,  follows : 


Railway  tax  accruals   $960,298.16 

Revenue  from  miscellaneous  operations   1, 193, 529. 70 

Expenses  of  miscellaneous  operations   1,307,837.55 

Net  loss  from  miscellaneous  operations   114,307.85 

Total  operating  deficit   1,074,606.01 

Income  from  lease  of  road   9,503,187.20 

Miscellaneous  rent  Income   354,082.24 

Total  nonoperatini;  Income   9,857,269.44 

Gross  Income          8,  7 82,  663.  43 

Interest  on  funded  debt   2,331,000.00 

Interest  on  unfunded  debt     6,300,661.04 

Maintenance  of  investment  organization   14, 321.  41 

Income  transferred  to  other  companies   130,680.98 

Total  deductions  from  gross  income   8,782,663.43 
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INVESTMENT  IN  BO  AD  AND  EQUIPMENT 

The  Northern  Coal  and  Iron  Company  owns  no  equipment  On  date  of  valu- 
ation the  investment  in  road  showed  a  balance  of  $3,898,388.35,  which  had  been 
established  as  follows: 
Road  acquired: 

>      Baltimore  Coal  and  Union  Railroad  Com- 
pany— 

Funded  debt  assumed  $1,000,000.00 

Cash  advances  by  the  carrier  in  settle- 
ment of  current  liabilities  assumed—      206, 546. 40 
Other  cash  advances  by  the  carrier   19,381.50 


$1,  225,  927.  90 


Plymouth  and  Wllkes-Barre  Railroad  and 
Bridge  Company- 
Funded  debt  assumed  

Cash  advances  by  the  carrier  in  settle- 
ment of  current  liabilities  assumed  in 
excess  of  recorded  value  of  current 
assets  taken  over  


Other  cash  advances  by  the  carrier. 


100,  000.  00 


115,615.  07 
50, 000.  00 


Constructions,  additions,  and  betterments,  cash  advances  by 


265,617.07 
2,406,843.38 


ORIGINAL  COST  TO  DATE 


._  3,898,388.35 


Cost  of  lands.— The  Northern  Coal  and  Iron  Company  reports  the  original 
cost  of  all  lands  owned,  Including  both  carrier  and  noncarrler,  as  $1,104,924.28. 
In  verifying  the  returns  a  net  deduction  of  $5,981.77  was  made  as  not  constitut- 
ing land  costs.  The  resulting  balance  of  $1,061,384.11,  made  up  in  part  of  costs 
supported  by  accounting  records  and  in  part  of  substantial  deed  considerations 
and  other  amounts,  which  the  Northern  Coal  and  Iron  Company  claims  to  repre- 
sent costs,  but  which  are  not  supported  by  accounting  records,  may  be  classified 
as  follows : 


Clarification 


Costs 

supported  by 
accounting 
records 


Costs  not 
supported  by 
accounting 
records 


Carrier  lands  owned  and  leased  to  the  carrier  

Rights  in  private  lands  owned  and  leased  to  the  carrier......... 

Lands  Jointly  owned,  tensed  to  the  carrier  

Lends  classified  as  noucarrlfr,  ownod  

Lands  classified  as  pertly  carrier  and  partly  noncarrler,  owned. 


58. 831, 887. 42 


R35.  00 
66.  327.01 
140.  513.  18 


$32,091.49 
10,000.00 


The  Northern  Coal  and  Iron  Company  was  incorporated  primarily  to  acquire 
and  develop  coal  lands,  and  its  railroad  property  was  acquired  or  constructed 
for  this  purpose.  The  investment  in  miscellaneous  physical  property,  prior 
to  December  31,  1908,  was  not  separated  from  its  other  investments.  Since 
that  date  a  separation  has  been  maintained,  and  the  amounts  stated  below 
are  the  balances  in  those  accounts  as  of  date  of  valuation:  Real  estate,  $59,- 
024.14;  coal  lands,  $2,297,688.28;  total,  $2,350,712.42. 
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LEASED  BAIL  WAY  PROPERTY 

The  property  of  the  Northern  Coal  and  Iron  Company  is  operated  by  the 
carrier  in  perpetuity  nnder  an  agreement  dated  December  1,  1873.  The  terms 
of  the  lease  and  the  rental  accrued  for  the  year  ending  on  date  of  valuation 
are  given  in  the  section  on  leased  railway  property  in  the  report  on  the  carrier. 

The  Plymouth  and  Wilkes-Barre  Rail  Road  and  Bridge  Company,  Prede- 
cessor op  the  Northern  Coal  and  Iron  Company 

introductory 

There  are  no  accounting  or  other  records  obtainable,  and  the  information 
here  stated  was  secured  from  the  returns  of  the  carrier  on  corporate  history. 

CORPORATE  HISTORY 

The  Plymouth  and  Wilkes-Barre  Rail  Road  and  Bridge  Company  was  incor- 
porated under  special  acts  of  Pennsylvania  approved  April  12,  1859,  April  14, 
1803,  and  March  14,  1865,  and  under  letters  patent  granted  by  the  Governor 
of  Pennsylvania  November  30,  1859. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  company  constructed  a  single-track  standard-gauge  railroad  from  Ply- 
mouth  Junction  to  South  Wilkes-Barre,  a  distance  of  about  2.03  miles,  all  in 
the  State  of  Pennsylvania,  which  it  completed  in  1868.  The  railroad  acquired 
by  construction  was  operated  until  November  20,  1873,  when  The  Plymouth 
and  Wilkes-Barre  Rail  Road  and  Bridge  Company  was  consolidated  and 
merged  with  the  Northern  Coal  and  Iron  Company  under  an  agreement  of 
consolidation  and  merger  of  October  14,  1873. 

HISTORY  OF  CORPORATE  FINANCING 

Capital  securities  issued  amounted  to  $200,000,  consisting  of  equal  amounts 
of  capital  stock  in  shares  of  $50  each  and  first-mortgage  7  per  cent  10-year 
bonds,  due  December  1,  1876.  The  consideration  received  is  not  ascertainable. 

Baltimore  Coal  and  Union  Railroad  Company,  Predecessor  of  the  Northern 

Coal  and  Iron  Company 

No  accounting  records  of  the  Baltimore  Coal  and  Union  Railroad  Company 
are  obtainable.  The  information  here  submitted  was  secured  from  the  corporate 
records  and  the  returns  of  the  carrier  on  corporate  history. 

CORPORATE  HISTORY 

The  Baltimore  Coal  and  Union  Railroad  Company  was  incorporated  April  8, 
18G8,  under  the  general  laws  of  Pennsylvania,  and  perfected  its  organization 
April  2,  1868.  The  purpose  of  the  corporation  was  to  acquire  by  purchase  the 
franchises,  rights,  and  property  of  The  Union  Coal  Company,  which  had  been 
acquired  at  sheriffs  sale,  subject  to  two  mortgages  securing  an  issue  of 
$1,000,000  bonds,  certain  traffic  contracts  with  the  carrier,  and  a  certain  track- 
age agreement  with  the  Lehigh  Coal  &  Navigation  Company,  later  explained,  by 
Andrew  T.  McClintock  and  Thomas  Dickson,  trustees,  and  so  conveyed  by  them 
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to  the  Baltimore  Coal  and  Union  Railroad  Company  under  deed  dated  April  2, 

1868.  The  Baltimore  Coal  and  Union  Railroad  Company  operated  its  railroad 
in  the  transportation  of  its  anthracite  coal  only  from  the  date  of  acquisition 
until  January  1,  1869.  On  the  latter  date  the  entire  property  of  the  Baltimore 
Coal  and  Union  Railroad  Company  was  taken  under  lease  dated  December  1, 

1869,  by  the  carrier  and  operated  by  it  until  August  4, 1871,  when  the  franchises, 
rights,  and  property  of  the  Baltimore  Coal  and  Union  Railroad  Company  were 
consolidated  and  merged  into  the  Northern  Coal  and  Iron  Company  under  agree- 
ment dated  July  6,  1871.  Between  April  2,  1868,  and  August  4,  1871,  the  trans* 
portation  of  general  freight  and  passengers  over  the  railroad  of  the  Baltimore 
Coal  and  Union  Railroad  Company  was  conducted  by  the  Lehigh  Coal  &  Navi- 
gation Company  under  a  20-year  trackage  agreement  made  between  the  latter 
company  and  The  Union  Coal  Company  on  November  7,  1866,  and  passing  to 
the  Baltimore  Coal  and  Union  Railroad  Company  with  its  acquisition  of  the 
property  formerly  owned  by  The  Union  Coal  Company. 

HISTORY  or  CORPORATE  FINANCING 

Capital  securities  issued  or  assumed  amounted  to  $3,000,000,  consisting  of 
$2,000,000  capital  stock  in  shares  of  $50  each,  and  $1,000,000  mortgage  7  per  ' 
cent  bonds,  due  January  1,  1887,  issued  by  The  Union  Coal  Company  and 
assumed  by  the  Baltimore  Coal  and  Union  Railroad  Company  in  the  acquisition 
of  the  former's  property.  The  consideration  received  in  the  issue  of  capital 
stock  can  not  be  determined.  The  carrier  at  various  times  advanced  the  Balti- 
more Coal  and  Union  Railroad  Company  certain  sums,  which  at  the  date  of  its 
consolidation  and  merger  into  the  Northern  Coal  and  Iron  Company  is  stated  on 
the  books  of  the  creditor  as  having  amounted  to  $206,546.40. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  Baltimore  Coal  and  Union  Railroad  Company's  investment  in  its  road 
and  equipment,  or  any  of  the  property  owned  by  it  at  demise,  can  not  be  stated, 
because  of  the  absence  of  its  accounting  records  and  the  lack  of  other  sources 
from  which  the  Information  could  be  obtained. 

ORIGINAL,  COST  TO  DATS 

For  reasons  stated  in  the  preceding  section,  the  original  coat  to  date  of 
demise  of  the  property  of  the  Baltimore  Coal  and  Union  Railroad  Company 
can  not  be  ascertained. 

LEASED  RAILWAY  PHOPERTY 

The  lease  of  the  property  of  the  Baltimore  Coal  and  Union  Railroad  Company 
to  the  carrier  was  for  a  term  of  18  years  from  January  1,  1869,  under  agree- 
ment dated  December  1,  1868.  The  terms  of  the  lease  specified  the  mainte- 
nance of  the  property  and  the  payment  of  taxes  and  the  Interest  on  $1,000,000 
mortgage  7  per  cent  bonds  issued  by  The  Union  Coal  Company  and  assumed  by 
the  Baltimore  Coal  and  Union  Railroad  Company.  In  addition,  the  lessee  was 
to  pay  25  cents  per  ton  on  all  coal  mined  and  taken  in  excess  of  the  300,000  tons 
per  annum  permitted  to  be  mined  and  taken  without  extra  compensation.  The 
trackage  agreement  under  which  the  Lehigh  Coal  and  Navigation  Company  con- 
ducted the  general  freight  and  passenger  traffic  of  The  Baltimore  Coal  and 
Union  Railroad  Company  was  reciprocal  to  the  extent  of  the  operation  of  the 
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letter's  coal  trains  over  the  railroad  of  the  former  and  specified  payments  of 
1  cent  per  mile  for  passengers,  1  cent  per  ton  per  mile  for  coal  freight,  and  1.5 
cents  per  ton  per  mile  for  other  freight. 

Thu  Union  Coal  Company,  Predecessor  or  The  Baltimore  Coal  and  Union 

Railroad  Company 

There  are  no  aceouuting  or  other  corporate  records  obtainable  for  The  Union 
Coal  Company,  and  the  information  here  submitted  was  taken  from  the  laws  of 
Pennsylvania,  the  records  of  its  successor  company,  the  Baltimore  Coal  and 
Union  Railroad  Company,  and  from  the  returns  of  the  carrier  on  corporate 
history. 

CORPORATE  HISTORY 

The  Union  Coal  Company  was  incorporated  April  26,  1S64,  under  a  special 
act  of  Pennsylvania  and  under  letters  patent  issued  by  the  Governor  of  Penn- 
sylvania May  30,  1864.  The  purposes  for  which  The  Union  Coal  Company  was 
incorporated  were  to  lease  and  hold  coal  lands  in  the  counties  of  Luzerne  and 
Schuylkill,  Pa.,  not  to  exceed  2,000  acres,  and  for  mining,  vending,  and  trans- 
porting to  market  the  products  of  its  mines.  The  property  of  The  Union  Coal 
Company  was  sold  under  judgments  in  favor  of  Quintard,  Ward  &  Company  for 
$255,013.53,  and  Alden  G.  Crosby  for  $G,611.88,  by  Joseph  E.  Vanleer,  sheriff, 
to  Andrew  T.  McClintock  and  Thomas  Dickson,  trustees,  and  was  conveyed  to 
them  by  deed  dated  February  20,  1868. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  road  of  The  Union  Coal  Company  consisted  of  the  single-track,  narrow- 
gauge  railroad  extending  from  Union  Junction  to  Green  Ridge,  Pa.,  about 
19  miles,  that  it  had  acquired  from  The  Howard  Coal  and  Iron  Company  under 
a  special  act  of  Pennsylvania  dated  February  13,  1867. 

I 

HI8T0UY  OF  CORPORATE  FINANCINO 

The  act  of  incorporation  authorized  capital  stock  of  $1,000,000,  with  power 
to  increase  the  same  to  $2,000,000,  divided  into  shares  of  $50  each.  The  act 
also  authorized  The  Union  Coal  Company  to  borrow  money,  not  to  exceed  one- 
half  of  its  capital  stock,  and  to  issue  bonds  or  certificates  of  loan,  secured  by  a 
mortgage  with  Interest  not  to  exceed  7  per  cent  per  annum. 

LEASED  RAILWAY  PROPERTY 

The  railroad  of  The  Union  Coal  Company  was  completed  and  placed  in 
operation  during  the  year  1867,  and  was  operated  by  its  own  organization  from 
completion  to  February  20,  1868,  for  the  transportation  of  its  anthracite  coal, 
and  by  the  Lehigh  Coal  &  Navigation  Company  for  the  transportation  of  ail 
other  freight  and  passengers,  under  an  agreement  dated  November  7,  1866, 
for  20  years  from  that  date.  Under  the  terms  of  this  agreement  The  Union 
Coal  Company  agreed  to  "  lay  down  a  third  rail,  making  a  track  of  four  feet 
eight  and  a  half  inches  gauge  upon  the  entire  length  of  their  railroad  now 
being  constructed  as  aforesaid,"  so  that  the  Lehigh  Coal  &  Navigation  Com- 
pany might  operate  its  equipment  over  the  road,  and  In  consideration  of  the 
same  the  Lehigh  Coal  &  Navigation  Company  likewise  laid  a  third  rail  on  the 
road  of  the  Nanticoke  Riiilroad  so  that  The  Union  Coal  Company  might  operate 
its  coal  trains  over  that  road.    The  Lehigh  Coal  &  Navigation  Company,  in 
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consideration  of  the  above,  agreed  to  subscribe  and  pay  for  in  cash  at  par 
$350,000  of  the  bonds  of  The  Union  Coal  Company. 

The  Howard  Coal  and  Iron  Company,  Predecessor  of  the  Union  Coal 

Company 

There  are  no  accounting  or  other  corporate  records  obtainable  for  The 
Howard  Coal  and  Iron  Company,  and  the  information  here  submitted  was 
taken  from  the  laws  of  Pennsylvania,  the  records  of  its  successor  company, 
The  Union  Coal  Company,  and  from  the  returns  of  the  carrier  on  corporate 
history. 

CORPORATE  HI8TORY 

The  Howard  Coal  and  Iron  Company  was  Incorporated  August  18,  1804, 
under  a  special  act  of  the  Legislature  of  Pennsylvania.  The  act  of  incorpora- 
tion granted  The  Howard  Coal  and  Iron  Company  the  privilege  of  owning 
land,  mining,  preparing  for  mnrket,  selling,  and  disposing  of  the  coal,  iron,  and 
other  minerals  found  in  the  lands,  and  for  constructing  "  such  lateral  or  branch 
railroads,  not  exceeding  20  miles,  as  may  be  necessary  to  connect  any  of 
their  land  with  other  railroads  within  this  Commonwealth." 

Under  a  special  act  of  Pennsylvania,  approved  February  13,  1807,  the  prop- 
erty  of  The  Howard  Coal  and  Iron  Company  was  merged  with  that  of  The 
Union  Coal  Company  under  the  name  of  the  latter  company.  This  act  pro- 
vided for  the  issue  of  $100,000  additional  capital  stock  of  The  Union  Coal 
Company,  "with  the  same  or  so  much  thereof  as  may  be  necessary  for  that 
purpose  to  redeem  and  retire  the  shares  of  stock  which  then  may  have  been 
issued  by  the  said  The  Howard  Coal  and  Iron  Company."  The  property  of  The 
Howard  Coal  and  Iron  Company  was  conveyed  to  The  Union  Coal  Company  by 
deed  dated  February  14,  1807. 

HISTORY  Or  CORPORATE  FINANCING 

The  authorized  capital  stock  was  $100,000,  divided  Into  shares  of  $50  each. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  Howard  Coal  and  Iron  Company  undertook  but  did  not  complete  the  con- 
struction of  about  10  miles  of  road  from  Union  Junction  to  Green  Ridge,  Pa. 

The  Ticonderooa  Railroad  Company  (Ticonderooa  Railroad) 

introductory 

There  are  no  obtainable  accounting  records  prior  to  March  14,  1002,  when 
the  general  books  were  opened.  The  information  here  submitted  was  taken 
from  the  articles  of  association,  minute  books  of  directors  and  stockholders,  and 
from  the  existing  accounting  records. 

DEVELOPMENT  OF  FIXED  PHY8ICAL  PROPERTY 

Construction  of  the  road  was  begun  in  1890,  under  contract  with  P.  W. 
Clement,  who  was  to  receive  under  the  terms  of  the  contract  dated  July  23, 
3800.  $30,000  in  capital  stock  and  $30,000  in  bonds.  The  road  was  completed 
about  February  2,  1801,  and  pluced  in  operation  on  that  date. 
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The  articles  of  association  authorized  capital  stock  of  $30,000,  divided  into 
shares  of  $100  each.  Of  the  common  stock,  $15,000  was  issued  for  an  equal 
amount  of  cash  and  $3,500  in  part  payment  for  construction  or  property.  The 
preferred  stock,  in  amount  $11,500,  was  issued  in  part  payment  for  construc- 
tion or  property.  There  was  but  one  issue  of  long-term  debt,  first-mortgage 
30-year  6  per  cent  bonds,  due  January  1,  1021,  amounting  to  $30,000,  which 
were  issued  in  part  payment  for  construction  or  property,  and  were  outstanding 
on  date  of  valuation.  The  Ticonderoga  Railroad  issued  during  the  period  1907 
to  date  of  valuation  short-term  notes  for  temporary  financing  amounting  to 
$14,253.60,  all  of  which  were  outstanding  on  date  of  valuation. 


RESULT  OF  CORPORATE  OPERATIONS 


Income  statement.— The  income  statement  of  the  Ticonderoga  Railroad  for 
year  ended  on  date  of  valuation  and  for  period  February  2,  1891,  to  date  of 
valuation  follows : 


Gross  income. 


Interest  on  funded  debt  

Interest  on  unfunded  debt  

Maintenance  of  investment  organisation. 


Totnl  deduction*  from  gross  Income. 


Net  income . 
Net  loss  


Income  applied  to  sintdnR  and  other  reserve  funds. 
Dividend  impropriations  of  income  

Total  appropriations  of  income  


Year 

Period 

$3,  300.  00 

3,  ;ioo.  oo 

$63,  500.  00 
M,  600.  (X) 

1,  NX).  00 

td'J.  71 
ti29.  CO 

3.  340.31 

27.  000.  00 

4.  loo.  <v; 

10,002.  H 
41,253.00 

22.  210.  40 

 -  . 

49.31 

14.  000.00 
22,  600. 00 

i.mo.  oo 

1,  M0.0O 

30,  500.  00 

1,5-tP.  30 

14.  253.  CO 

Profit  and  loss  account. — The  only  item  in  the  profit  and  loss  account  is  the 
debit  balance  of  $14,253.60  transferred  from  income. 


INVESTMENT   IN    ROAD   AND  EQUIPMENT 

The  Ticonderoga  Railroad  owns  no  equipment.  On  date  of  valuation  the 
investment  in  road  showed  a  balance  of  $60,000,  which  had  been  established 
as  follows : 


Original  construction : 

Money  outlay  

Capital  stock  issued— 

Common  

Preferred  

Funded  debt  


 $15,000 


$3,500 
11,500 


Total  _ 
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15,000 
30,  000 

60,000 
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OUIUINAL  COST  TO  DATE 


As  stated  lu  the  text  of  the  report,  the  obtainable  data  on  original  cost  to 
date  of  the  property  of  the  Ticonderoga  Railroad  are  represented  by  the 
amount  of  its  investment  account.  In  addition  to  that  amount,  the  carrier 
has  made  expenditures  to  the  property  for  improvements  totaling  $55,833.17, 


classified  as  follows: 

Engineering   $14. 00 

Land     15,130.96 

Grading       126.96 

Bridges,  trestles,  and  culverts     467. 60 

Ties  Cr.tO9.90 

Rails!   Cr.  66k.  60 

Other  track  material  -l  Cr.  399. 91 

Ballast       69.60 

Tracklaylng  and  surfacing  Cr.  2.7.73 

Station  and  office  buildings..    19, 888. 78 

Water  and  fuel  stations   187.96 

Superstructure  (not  separable)   183.17 

Sidings  and  spur  tracks  21. 106. 20 

Unclassified  labor    Cr.  41.92 


Total   55.833.17 

LEASED  RAILWAY  PROPERTY 


The  property  of  the  Ticonderoga  Railroad  has  been  operated  by  the  carrier 
since  the  date  the  road  was  opened  for  operation,  under  an  agreement  dated 
August  13,  1890,  and  effective  for  the  life  of  the  lessor.  The  terms  of  the  lease 
and  the  rental  accrued  for  the  year  ending  on  date  of  valuation  are  given  in 
the  section  on  leased  railway  property  in  the  report  on  the  carrier. 

The  Chateaugay  and  Lake  Placid  Railway  Company  (Chateauoay  and 

Lake  Placid) 


I NTRODUCTORY 

There  are  no  obtainable  accounting  records,  and  the  information  here  sub- 
mitted was  taken  from  the  reports  of  the  Public  Service  Commission  of  New 
York,  the  annual  reports  rendered  to  us.  the  return  of  the  carrier  on  cor- 
porate history,  and  from  the  accounting  records  of  the  latter. 


CORPORATE  HISTORY 


The  corporations  whose  franchises  and  properties  have  gone  to  make  up  the 
present  company  and  the  dates  of  the  changes  in  those  several  corporations 
are  shown  in  the  following  table: 


Date  of 
merger  to 
form  1 


1.  Chateaugay  and  Lake  Placid   July  24,  J 903  New  York. 

2.  Chateaugay  Hail  road  Company   May  15,1879   do. 

3.  The  Chateaugay  Hallway  Company   July  13,18X7   do  

4.  Saranacand  Later  Placid  Hall  Road  Company   Juno  13,1890   do. 


July  2U!W0 


! 
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The  property  owned  by  the  Chateaupray  and  Lake  Placid,  on  date  of  valua- 
tion, was  acquired  ns  follows : 


Date  acquired 

By  con.solMitlon  with— 

Chateaugay  Rtiilrond  Company;  constructor  by  the  Chateaugay  Railroad 

Company  thiring  the  period  May  15,  1879,  to  March  30,  1880  

The  Chateatigay  Railway  Company;  constructed  1886  by  Chateaugay  Ore 
and  Iron  Company,  18.100;  constructed  by  Chateaugay  Railroad  Com- 
pany (1S87-KS),  18.594  

July  24,1003 

July  24,1903 
July  34,1903 

10.001 
36.  <m 

10. 100 
03.485 

Baranac  and  Lake  Placid  Rmlroad  Company;  date  of  construction  unknown. 
Total   

HISTORY  OF  OOIiPORATK  FINANCING 


The  records  of  the  Chateaugay  and  Lake  Placid  disclose  no  syndicating 
transactions.  The  Chateaugay  and  Lake  Placid  issued  and  assumed  securities 
amounting  to  $3,794,000  in  the  acquisition  and  reconstruction  of  its  property, 
of  which  $344,000  has  been  retired,  Tearing  $3,450,000  outstanding  on  date  of 
valuation.  A  summary  of  the  issues  and  retirements  and  the  amount  out- 
standing Is  as  follows: 


Claw 

Issued  or 

assumed 

Retired 

Outstand- 
ing 

— 

$3,460,000 
344,000 

$3,  450,  000 

$344,666 

3,791,000 

844,000 

The  par  value  of  securities  issued  and  the  recorded  considerations  received 
therefor  follow: 

Recorded 

value 
received 

Par  value 
issued 

Construction  or  property  _  

$794,000 

$794,000 
8,000,000 

3,000,000 

3, 794,000 

3, 794, 000 

Securities  of  the  par  value  of  $344,000  were  retired  with  $350,160  cash.  The 
difference,  $12,100,  was  charged  to  investment  in  road  and  equipment. 

Capital  stock.— The  consolidation  agreement  authorized  $450,000  of  common 
stock,  divided  into  shares  of  $100  each,  and  provided  that  it  should  be  issued 
as  follows: 

A  par  value  of  $187,500  in  exchange  for  $75,000  common  stock  of  the  Chateau- 
gay  Railroad  Company,  $187,500  par  value  in  exchange  for  $108,000  common 
stock  of  The  Chateaugay  Railway  Company,  and  $75,000  par  value  in  exchange 
for  $225,000  common  stock  of  the  Saranac  and  Lake  Placid  Railroad  Company. 
The  records  show  that  the  stock  was  Issued  in  accordance  with  the  terms  of 
the  consolidation  agreement  and  charged  to  investment  in  road  and  equipment 
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Preferred  stock  in  the  amount  of  $3,000,000  was  authorized  for  the  purpose 
of  paying  the  carrier  for  advances  made  in  changing  the  gauge  of  the  road  from 
narrow  to  standard,  reducing  the  grades,  and  in  retiring  the  funded  debt  that 
the  carrier  had  assumed  at  the  time  of  consolidation.  The  records  state  that 
$3,000,000  par  value  was  issued  to  the  carrier  in  payment  for  a  like  amount  of 
advances. 

Funded  debt.— The  Chateaugay  and  Lake  Placid  assumed  three  issues  of 
funded  debt,  aggregating  $344,000  par  value,  all  of  which  have  been  retired  with 
cash  amounting  to  $350,160  in  the  acquisition  of  property.  The  difference  of 
$12,160  was  charged  to  investment  in  road  and  equipment.  The  details  of  the 
individual  issues  of  securities  will  be  found  in  the  accounting  report  herein- 
before referred  to. 

Nonnegotiable  debt  to  affiliated  companies— From  1903  to  date  of  valuation 


the  carrier  advanced  the  Chateaugay  and  Lake  Placid  in  open  account 
$3,000,000  for  the  following  purposes : 

Additions  and  betterments  $2,  588, 998. 63 

Retirement  of  funded  debt   356, 160. 00 

Deficit  in  operations  1903  and  1904,  charged  to  investment  in 

road  and  equipment   33, 151. 62 

Interest  charged  on  unpaid  advances,  charged  to  investment  in 

road  and  equipment   21,689.75 


Total   3,  000,  000. 00 


These  advances  were  paid  by  the  issue  of  a  like  amount  of  preferred  stock. 

Decrease  in  stocks,  bonds,  or  other  securities  in  consolidation  of  July  24, 
1905.— The  par  value  of  capital  stock  and  long-term  securities  issued  or  assumed 
by  the  Chateaugay  and  Lake  Placid  in  acquiring  the  property  of  the  three  com- 
panies consolidated  to  form  the  Chateaugay  and  Lake  Placid  was  $43,000  less 
than  the  par  value  of  the  securities  the  consolidating  companies  had  issued  at 
the  date  of  consolidation,  as  shown  by  the  following  tabulation : 


Rate  of 
interest 

Outstand- 
ing securi- 
ties of  con- 
solidating 

Securities 
Issued  or 
assumed 
by  Cba- 
t«Auxay 
and  Lake 
Pladd 

Capital  stock: 

Per  cent 

$75,000 
ICS,  000 
2^0,000 

$187,200 
187,500 
75,000 

The  Cbnteaugay  Railway  Company    

Saranscand  Lake  Placid  Hail  Road  Company  

Total 

Loop-term  securities,  bonds: 

Chuttuugfjy  llailwav  Company   

6aranac  and  Lake  Placid  Rail  Road  Coinpanv  

Total  

•  -  —  - 

483,000 

450,000 

e 

6 

200,000 
144,000 

200,000 
144,000 

344,000 

344,000 

Grand  total 

.......... 

837,000 

7M.O00 

RESULTS  OF  CORPORATE  OPERATIONS 


Income  account. — The  income  account  of  the  Chnuteaugay  and  Lake  Placid 
for  the  year  ended  on  date  of  valuation,  and  for  the  period  July  24,  1903,  to 
date  of  valuation,  follows: 
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Year 

■  ■  —  —  ■ 

Period 

Income  from  leasg  of  road  ...  ...  .  .................. 

$126,741. 13 
40.  .'61.  Sh 

$fiO4,«2S.05 

8<>,  170.25 

829,  Ml.  67 

86,  (500.  00 
ft, 207. 40 

Total  deductions  from  gross  Income    

1, 141.05 

1,  141.95 

92,897.40 

85,  037.  30 

736, 234.  27 

86,037.30 

764,068.78 
27,834.61 

Profit  and  lost  account. —The  profit  and  loss  account  of  the  Chateaugay  and 
Lake  Placid,  on  date  of  valuation,  follows : 

Credits,  miscellaneous  credits,  deficit  In  operation  of  road  during 
the  years  1903  and  1904  credited  to  this  account  and  charged  to 
investment  in  road  and  equipment  |33, 151. 02 

Debits : 

Debit  balance  transferred  from  Income   27, 834. 51 

Credit  balance   5, 317. 11 

Total   33,151.  G2 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  Chateaugay  and  Lake  Placid  owns  no  equipment.  On  date  of  valua- 
tion the  investment  in  road  account  carried  a  balance  of  $3,450,000,  which  had 
been  established  as  follows : 

Roads  acquired,  that  of  — 

Chateaugay  Railroad  Company,  capital  stock  issued   $187,500.00 


The  Chateaugay  Railway  Company — 

Capital  stock  issued   187, 500. 00 

Funded  debt  assumed   200,000.00 

Saranac  and  Lake  Placid  Rail-road  Company — 

Capital  stock  issued   75,000.00 

Funded  debt  assumed   144, 000. 00 


Total      794, 000.  00 

Additions  and  betterments,  money  outlay  (cash  expenditures  made 
by  the  carrier)   2,588,998.63 


Other  items: 

Deficit  in  operation  of  road  during  the  years  1903  and  1904          83, 151. 62 

Costs  above  par  in  retiring  $200,000  par  value  first-mortgage 

bonds  of  The  Chateaugay  Railway  Company   12, 160.  00 

Interest  charged  by  the  carrier  on  unpaid  advances   21, 689. 75 

07,001.87 

3,  450.  000.  00 


Total  

Grand  total  
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If  the  debits  In  "other  Items"  were  eliminated,  the  balance  would  be  de- 
creased to  $3,382,998.63.  This  balance,  so  far  as  it  is  resolvable  into  kinds  of 
considerations,  would  comprise  the  following  elements: 

Recorded  money  outlay  $2,588,998.63 

Capital  stock  issued,  par  value   450, 000. 00 

Funded  debt  assumed,  par  value   344, 000. 00 

Total   3,382,998.63 

The  corrected  balance  may  Include  certain  expenditures  for  property  retired 
or  abandoned,  and  it  may  also  Include  the  cost  of  lands  classified  as  noncarrier, 
or  as  partly  carrier  and  partly  noncarrier. 

ORIGINAL  COST  TO  DATE 

Cost  of  lands. — The  Chatenugny  and  Lake  Placid  reports  the  original  coat  of 
all  lands  owned,  including  bath  carrier  and  noncarrier,  as  $43,5G6.46.  In  verify- 
ing the  returns  a  deduction  of  $16,823.60  was  made  as  not  constituting  land 
costs.  The  resulting  balance  of  $26,742.86,  made  up  in  part  of  costs  supported 
by  accounting  records  and  in  part  of  substantial  deed  considerations,  which  the 
Ohateaugay  and  Lake  Placid  claims  to  represent  costs  but  which  are  not  sup- 
ported by  accounting  records,  may  be  classified  as  follows : 


Classification 

Costs  sup- 
ported by 

records 

Cost*  not 
supported 

Ing  record* 

$8,090.50 
2.  60*.  IK 
2. 418. 40 

$1*72196 

Lands  classified  as  portly  carrier  and  partly  noncarrier,  owned  

305. 00 

LEAKED  RAILWAY  PUOPKKTY 


The  Chateaugay  Railroad  Compauy,  a  predecessor  of  the  Chateaugay  and 
Lake  Placid,  leased  the  property  of  the  Pittsburgh  and  Dannemora,  extending 
from  Dannemora  to  BlufT  Point,  N.  Y.,  for  100  years  from  July  1,  1879,  under 
an  agreement  dated  May  20,  1879.  This  lease  was  assigned  to  the  carrier  when 
the  property  of  the  Chateaugay  and  Lake  Placid  was  leased  to  the  latter.  The 
entire  property  owned  by  the  Chateaugay  and  Lake  Placid  and  Its  leased  line 
is  operated  by  the  carrier  under  a  lease  dated  July  1,  1905,  and  modification 
dated  May  17,  1907,  effective  500  years  from  January  1,  1903.  Under  the  terms 
of  this  lease  the  carrier  maintains  and  operates  the  property  and  pays  all  the 
taxes  and  interest  upon  the  bonds  for  which  It  has  become  obligated,  and 
advances  the  necessary  funds  to  supply  any  insufficiencies  of  the  earnings  to 
pay  the  expenses  and  provide  for  the  costs  of  improvements  and  to  retire  the 
bonds  when  due.  The  lessor  shall  pay  such  advances  with  interest  at  4  per 
cent,  dividends  upon  the  preferred  stock  at  4  per  cent  issued  to  the  lessee  for 
advances,  and  any  balance  from  the  earnings  shall  be  paid  to  the  lessor. 
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Chateaugay  Railroad  Company,  Predecessor  or  thb  Chatkauoay  and  Lakb 

Placid 

introductory 

There  are  no  obtainable  accounting  records  of  the  Chateaugay  Railroad  Com- 
pany prior  to  January  1,  1888,  and  the  Information  here  submitted  was  taken 
from  the  sworn  reports  made  to  the  Railroad  Commission  of  New  York  and  the 
accounting  records  subsequent  to  that  date. 

CORPORATE  H I  STORY 

The  Chateaugay  Railroad  Company  was  incorporated  May  15,  1870,  under 
the  general  laws  of  New  York  for  a  term  of  100  years.  The  purpose  of  lncor- 
l>oration  was  to  construct,  operate,  and  maintain  a  railroad  from  the  ore  beds 
near  Lyon  Mountain  to  a  connection  with  the  Plattsburgh  and  Dannemora  at 
Dannemora,  a  distance  of  about  16.601  miles.  The  articles  of  association  pro- 
vided for  the  construction  of  a  railrond  "  of  the  gauge  of  not  more  than  3  feet 
and  6  Inches  and  not  less  than  thirty  Inches  within  the  rails."  Its  organization 
was  perfected  May  15,  1870.  It  was  controlled  by  the  Chateaugay  Ore  and  Iron 
Company  through  ownership  of  the  entire  issue  of  capital  stock.  The  Chateau- 
gay Railroad  Company  was  consolidated  and  merged  with  The  Chateaugay 
RaUway  Company  and  the  Saranac  and  Lake  Placid  Rail  Road  Company  to 
form  the  Chateaugay  and  Lake  Placid  under  an  agreement  of  consolidation 
dated  July  24,  1003. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

At  July  24,  1003,  the  Chateaugay  Railroad  Company  owned  16.681  miles  of 
single-track  standard-gauge  railroad,  extending  from  Lyon  Mountain  to  Danne- 
mora, N.  Y.  The  owned  mileage  was  constructed  during  the  period  May  15, 
1870,  to  March  30,  1880,  the  road  being  opened  for  operation  on  the  latter  date. 
The  conditions  under  which  the  road  was  constructed  were  not  of  record. 

HISTORY  OF  CORPORATE  FINANCING 

The  Chateaugay  Railroad  Company  Issued  securities  amounting  to  $175,000, 
of  which  $100,000  was  retired,  leaving  $75,000  outstanding  at  demise.  The 
securities  were  capital  stock  $75,000.  and  funded  debt  $100,000,  total  $175,000. 

Capital  stock,  common. — The  authorized  capital  stock  was  $75,000,  divided 
Into  shares  of  $100.each.  This  amount  was  issued  between  May  15,  1870,  and 
September  30,  1880,  for  unknown  considerations.  At  July  24,  1003,  the  entire 
issue  of  capital  stock  was  held  by  the  Chateaugay  Ore  and  Iron  Company. 

Funded  debt. — Five-year  7  per  cent  mortgage  bonds  of  a  par  value  of 
$100,000  dated  September,  1870,  were  issued  and  retired.  It  is  not  of  record  for 
what  purpose  these  bonds  were  Issued.  Neither  the  consideration  received 
in  the  Issue  nor  the  consideration  given  In  the  retirement  Is  of  record. 

Short-term  notes. — At  January  1,  1888,  when  the  accounting  records  were 
opened,  there  was  a  balance  in  the  notes-payable  account  of  $24,403.41,  the 
considerations  for  which  are  not  of  record.  From  188S  to  1003  the  Chateaugay 
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Railroad  Company  issued,  ta  addition,  short-term  notes  for  temporary  financing 
to  the  amount  of  $104,644.73,  for  $20,981.80  cash  and  $83,662.93  for  construction 
or  property.  There  was  retired  $10,800  by  the  proceeds  from  the  sale  of  narrow- 
gauge  equipment,  leaving  a  balance  of  $118,248.14  outstanding. 

RE 8  ULT8  OF  CORPORATE  OPERATIONS 

The  income  account  of  the  Chateaugay  Railroad  Company  for  the  period 


March  30,  1880,  to  July  24,  1903,  follows: 
Operating  income : 

Railway  operating  revenues  $3,779,078.64 

Railway  operating  expenses   3,075,245.72 


Net  revenue  from  railway  operations   703,832.92 

Railway  tax  accruals   64,952.54 


Railway  operating  income   638, 880. 38 

Nonoperatlng  income,  miscellaneous  rent  income   1,222.23 


Gross  income   640,102.63 


Deductions  from  gross  income : 

Rent  for  leased  roads   252,775.50 

Miscellaneous  rents     600.00 

Interest  on  unfunded  debt   20, 693. 72 


Total  deductions  from  gross  income   274,069.22 

Income  balance  transferred  to  debit  of  profit  and  loss   366, 033. 41 


If  the  delayed-income  debit  in  profit  and  loss  account  was  applied  to  income 
the  credit  balance  transferred  to  profit  and  loss  would  be  $360,046.03. 

Profit  and  lost.— The  profit  and  loss  account  of  the  Chateaugay  Railroad 
Company  at  July  24,  1903,  follows : 


Debit 

Credit 

Credit  balance  transferred  from  income  

033. 41 

Deluyed-incomo  debits,  deficit  from  operation  of  the  Suranac  and  La  e  Placid 

Rail  Road  Company's  Hoe  from  Jan.  1. 1897,  to  Jan.  1,  1903  

Miscellaneous  debits: 

Net  amount  transferred  from  the  profit  and  loss  account  of  this  company 
to  the  Chateauffay  Ore  and  Iron  Company  

*5,  987. 38 

P2,  499.  03 
297,547.00 

Credit  balance  nt  July  24,  1908  

Total 

.  366,033.41 

366,033.41 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  balance  in  the  road  and  equipment  investment  account  at  July  24,  1903, 
was  $510,480.18.   This  balance  is  summarized  as  follows: 
Original  construction — 

Recorded  money  outlay,  including  notes  payable- 
Cash  $251,535.96 

Notes  payable  _   1,120.  14 

 $252, 656. 10 

Additions  and  betterments,  road,  recorded  money  outlay  for  chang- 
ing the  road  gauge  from  narrow  to  standard  in  1902  and  1903         13, 697.  66 
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Equipment : 

Recorded  money  outlay,  including  notes  payable, 
cash  $191,818.01,  notes  payable  $82,542.79  $274, 360.  80 

Less  equipment  retired  $11,500  and  depreciation 

written  off  $18,734.38   30,234.38 

  $244, 126.  42 

Total   510,480.18 

This  balance  comprises  the  following  elements : 

Recorded  money  outlay   457, 051.  &3 

Notes  payable   83,662.93 

Less  deductions  not  assignable  specifically  to  any  one  or  more  of 
the  classes  of  outlay  above  stated : 

Equipment  retired — _   11,500.00 

Depreciation  written  off   _  18,734.38 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  of  the  Chateaugay 
Railroad  Company  at  July  24,  1903.  can  not  be  fully  ascertained  owing  to  the 
absence  of  the  accounting  records  prior  to  January  1,  1888,  and  those  of  the 
contractor  who  constructed  the  original  road.  Eliminating  equipment,  the 
outlay  for  the  roadway  property  may  be  summarized  as  follows:  Recorded 
money  outlay  $265,233.62,  outlay  in  notes  payable  $1,120.14. 

The  Chateaugay  Railroad  Company  has  classified  its  recorded  investment  in 
road  and  equipment,  in  its  sworn  reports  to  the  Railroad  Commission  of  New 
York,  as  follows: 

Road: 

Engineering  expenses  _   $7, 025. 30 

Land  and  land  damages   5r  035. 24 

Grading,  masonry,  and  ballast   84, 189. 71 

Bridges,  trestles,  and  culverts   18, 026. 31 

Superstructures,  including  ties   120, 013. 29 

Passenger  and  freight  stations   9, 714. 18 

Engine  and  car  houses   6, 653. 14 

Changing  from  narrow  to  standard  gauge   13, 607. 66 

Equipment : 

Steam  locomotives   73,542.10 

Passenger-train  cars   33, 451. 50 

Freight-train  cars     137, 132. 82 

Total   244, 126. 42 

Grand  total     510,480. 18 

LEASED  BAIL  WAY 


The  Chateaugay  Railroad  Company  operated  under  lease  the  following  roads 
owned  by  other  common  carriers : 

The  Plattsburoh  and  Dannemoro.— This  road,  extending  from  Dannemora  to 
Bluff  Point,  N.  Y.,  was  operated  under  an  agreement  dated  May  20,  1879,  for 
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100  years  from  July  1,  1879.  The  agreement  provided  a  rental  of  $1  per  year 
and  free  transportation  of  supplies  for  the  prison  and  of  officials  traveling  on 
business  connected  with  the  Clinton  Prison.  The  agreement  also  provided  for 
the  exemption  of  all  taxes  levied  by  the  State  of  New  York. 

The  Chateaugay  Railway  Company. — This  road,  extending  from  Lyon  Moun- 
tain to  Saranac  Lake,  N.  Y.,  was  operated  under  an  agreement  dated  July  1, 
1888,  in  perpetuity.  The  agreement  provided  that  the  lessee  maintain  the 
property,  pay  all  taxes,  and  also  pay  the  interest  on  the  funded  debt,  which  was 
0  per  cent  on  an  issue  of  $200,000. 

The  Saranac  and  Lake  Placid  Rail  Road  Company.— This  road,  extending 
from  Saranac  Lake  to  Lake  Placid,  N.  Y.,  was  operated  under  an  agreement 
dated  December  19,  1896,  for  17  years  from  January  1,  1897.  This  agreement 
provided  that  the  lessee  should  pay  as  rental  $7,200  per  year,  which  was  the 
interest  at  6  per  cent  on  $120,000  of  its  first-mortgage  bonds.  The  property  of 
the  Chateaugay  Railroad  Company  was  leased  to  the  carrier  under  an  agree- 
ment dated  July  1,  1905,  effective  from  January  1,  1903,  to  July  24.  1903,  when 
it  was  consolidated  with  The  Chntenugay  Railroad  Company  and  the  Saranac 
and  Lake  Placid  Rail  Road  Company  to  form  the  Chateaugay  and  Lake  Placid. 

The  Chateauoay  Railway  Company,  Predecessor  of  the  Chateaugay  and 

Lake  Placid 

INTRODUCTORY 

There  are  no  obtainable  accounting  records  of  the  Chateaugay  Railway 
Company,  and  the  information  here  submitted  has  been  taken  from  the  articles 
of  association,  the  sworn  reports  made  to  the  Railroad  Commission  of  New 
York,  and  from  the  returns  of  the  carrier. 

CORPORATE  HISTORY 

The  Chateaugay  Railway  Company  was  incorporated  July  13.  1S87,  under 
the  general  laws  of  New  York  for  the  purpose  of  constructing,  operating,  and 
maintaining  a  narrow-gauge  railroad  from  Saranac  Lake  to  Loon  Lake,  N.  Y., 
and  with  the  authority  to  purchase  from  the  Chateaugay  Ore  and  Iron  Com- 
pany  a  narrow-gauge  railroad  already  constructed  from  Loon  Lake  to  Lyon 
Mountain,  N.  Y.  The  Chateaugay  Railway  Company  was  controlled  by  the 
Chateaugay  Ore  and  Iron  Company  through  ownership  of  its  entire  issue  of 
capital  stock. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

At  July  24,  1903,  The  Chateaugay  Railway  Company  owned  about  36.094 
miles  of  single-track  standard-gauge  railroad  located  in  the  State  of  New  York. 
Its  line  of  road  extends  from  a  connection  with  the  Chateaugay  Railroad 
Company  at  Lyon  Mountain  to  a  connection  with  the  8aranac  and  Lake 
Placid  Rail  Road  Company  at  Saranac  Lake  and  thus  forms  part  of  the 
through  route  from  Lake  Placid  to  Bluff  Point,  a  connection  with  the  carrier. 
The  road  from  Loon  Lake  to  Lyon  Mountain,  about  18.100  miles,  was  acquired 
from  the  Chateaugay  Ore  and  Iron  Company  in  1887.  This  road  was  con- 
structed by  that  company  in  1880  for  its  own  use  in  connection  with  its 
mining  interests.  The  road  from  Loon  Lake  to  8aranac  Lake,  about  18.594 
miles,  was  acquired  by  construction  in  1887  and  1888,  and  opened  for  operation 
about  July  1.  1888. 
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HISTORY  OF  CORPORATE  FINANCING 

The  Chateaugay  Railway  Company  Issued  capital  securities  amounting  to 
1868,000,  all  of  which  were  outstanding  at  July  24,  1903.  The  securities  con- 
sisted of  capital  stock  $168,000,  funded  debt  $200,000,  total  $368,000. 

Capital  stock,  common. — The  authorised  capital  stock  was  $168,000,  divided 
Into  shares  of  $100  each.  The  entire  amount  was  issued  to  the  Chateaugay 
Ore  and  Iron  Company  for  the  railroad  of  that  company  extending  from  Loon 
Lake  to  Lyon  Mountain,  N.  Y.,  about  18.100  miles. 

Funded  debt. — The  funded  debt  consisted  of  nrst-mortgage  20-year  6  per  cent 
bonds,  par  value  $200,000,  dated  August  1,  1887,  authorized  for  the  purpose  of 
securing  funds  with  which  to  construct  the  railroad  from  Loon  Lake  to  Saranac 
Lake.  The  entire  amount  was  issued  at  one  time  to  the  Chateaugay  Ore  and 
Iron  Company,  and  funds  for  the  construction  of  the  railroad  were  drawn  from 
that  company  as  needed  on  basis  of  the  par  value  of  the  bonds  and  the  accrued 
interest  to  the  date  of  sale.  It  is  therefore  apparent  that  the  Chateaugay  Ore 
and  Iron  Company  supervised  and  financed  the  construction  of  the  road  from 
Saranac  Lake  to  Loon  Lake  and  received  these  bonds  in  payment  of  the 
advances. 

RESULT  Or  CORPORATE  OPERATIONS 

Income  account. — The  income  account  of  the  Chateaugay  Railway  Company 
for  the  period  July  1,  1888,  to  July  24.  1003,  as  reported  to  the  Railroad  Com- 
mission of  New  York,  consisted  entirely  of  income  received  from  lease  of  road, 
amounting  to  $189,000,  and  the  same  amount  was  disbursed  in  the  payment  of 
Interest  on  funded  debt. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  report  of  The  Chateaugay  Railway  Company  to  the  Railroad  Commis- 
sion of  New  York  for  June  30,  1903,  states  the  investment  in  road  (it  owned 
no  equipment)  as  $368,000.  This  amount  is  made  up  as  follows: 

Road  acquired,  railroad  of  the  Chateaugay  Ore  and  Iron  Company 
from  Lyon  Mountain  to  Loon  Lake,  about  18.100  miles,  par  value  of 
capital  stock  Issued  $168,000 

Original  construction,  railroad  from  Loon  Lake  to  Lake  Saranac, 
about  18.594  miles,  par  value  of  funded  debt  issued   200, 000 

Total   368,000 

ORIGINAL  COST  TO  DATE 

The  original  cost  of  the  common-carrier  property  of  The  Chateaugay  Railway 
Company  at  July  24,  1903,  can  not  be  ascertained  with  exactness  owing  to  the 
absence  of  the  accounting  records  of  the  Chateaugay  Railway  Company,  the 
Chateaugay  Ore  and  Iron  Company,  and  the  contractors  who  constructed  the 
original  road.  The  carrier  acquired  the  entire  property  of  The  Chateaugay 
Railway  Company  by  lease  from  January  1,  1903,  and  immediately  began  chang- 
ing the  gauge  from  narrow  to  standard,  which  was  accomplished  for  the  most 
part  during  the  year  1903.  The  expenses  for  these  improvements  are  Included 
In  the  outlay  for  the  property  of  the  successor  company,  the  Chateaugay  and 
Lake  Placid.  The  obtainable  data  on  the  outlay  for  creating  and  improving 
the  common-carrier  property  of  the  Chateaugay  Railway  Company  to  July 
24,  1903,  as  recorded  in  the  account,  consists  of  the  outlay  there  stated  as 
capital  stock  $168,000,  and  funded  debt  $200,000.   In  its  report  to  the  Railroad 
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Commission  of  New  York  the  recorded  expenditures  for  the  property  have  been 
classified  as  follows: 


Acquired, 
Iaicu  Lake 
to  Lyon 
Mountain 

Con- 
*t  rutted, 

Lskf  to 
I/cun  Lake 

Told 

Road: 

Enjrincerir.K  ci[K  n.si.s. . .   v_   

Land  und  hi  ml  ilariiiiyLS.  _  _  

$7,000 

$5. 732 

$12,732 

ClrudiiiK,  masonry ,  unr]  b;:U:;st  ...  

SI',  MO 

:o,.r"o 

1,000 
500 

W>  408 

2.V1I0 
CO.VOO 
C,  700 
1.200 
450 

182.24B 
47,030 
111.650 
11,200 
2,200 
U50 

Superstructure,  including  tj«.\s_.    

Rails.. _  

Fuel  and  wnter  stulions    

Total  

IoS.000 

200,000 

568,000 

LEASED  RAILWAY  PROPERTY 


The  property  of  The  Chalenuj;ay  Itnihv.iy  Company  was  leased  In  perpetuity 
to  the  Chateaugay  Railroad  Company  from  completion,  about  July  1,  1888,  at 
an  annual  rental  of  the  interest  on  its  funded  debt,  amounting  to  $12,000  annu- 
ally. This  lease  was  terminated  January  1,  1903,  when  the  property  was  then 
leased  to  the  carrier  under  similar  arrangements,  until  July  24,  1903,  when 
The  Chateaugay  Railway  Company  was  consolidated  and  merged  with  several 
otner  companies  to  form  the  Chateaugay  and  Lake  Placid 

Saranac  &  Lake  Placid  Rail  Road  Company,  Predecessob  or  the  Chateauoat 

and  Lake  Placid 

« 

INTRODUCTORY 

The  obtainable  accounting  records  of  the  Saranac  &  Lake  Placid  Rail  Road 
Company  were  opened  at  March  17,  1S0G,  and  the  information  here  submitted 
concerning  the  company  was  taken  from  those  records,  the  articles  of  associa- 
tion, the  minutes  of  meetings  of  stockholders  and  directors,  reports  of  railroad 
commissioners  of  New  York,  and  from  the  records  of  the  successor  company, 
the  Chateaugay  and  Lake  Placid. 

CORPORATE  HISTORY 

The  Saranac  &  Lake  Placid  Rail  Road  Company  was  incorporated  June  18, 
1S90,  under  the  general  laws  of  New  York  for  a  period  of  100  years.  The  pur- 
pose of  incorporation  was  to  construct,  maintain,  and  operate  a  narrow-gauge 
railroad  from  Lake  Placid  to  Saranac  Lake,  N.  Y.,  a  distance  of  about  10.100 
miles.  The  Saranac  &  Lake  Placid  Rail  Road  Company  was  consolidated  on 
July  24, 1903,  with  other  companies  to  form  the  Chateaugay  and  Lake  Placid. 

HISTORY  OF  CORPORATE  FINANCING 

The  Saranac  &  Lake  Placid  Rail  Road  Company  issued  securities  amounting 


to  $394,000,  all  of  which  were  outstanding  at  its  demise.  They  consisted  of— 

Capital  stock  $260,000 

First-mortgage  gold  bonds   120,000 

Second-mortgage  gold  bonds   24, 000 

Total     394,000 
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Capital  stock,  common. — The  amount  of  capital  stock  originally  authorized 
was  $100,000,  divided  Into  shares  of  $100  each.  At  April  25,  1803,  under  author- 
ity of  the  stockholders  and  the  Board  of  Railroad  Commissioners  of  New  York, 
the  capital  stock  was  increased  to  $250,000.  There  are  no  accounting  records 
for  the  period  of  Issue  of  the  capital  stock,  but  the  reports  of  railroad  commis- 
sioners of  New  York  for  1890  to  1893  state  that  .$50,000  of  this  amount  was 
issued  for  cash  and  $200,000  for  construction  or  property. 

Funded  debt. — First-mortgage  bondB  of  a  par  value  of  $120,000  which  were 
authorized  for  the  purpose  of  securing  funds  for  the  construction  of  the 
railroad,  and  were  payable  in  20  years  from  May  1,  1893,  with  interest  at  0 
per  cent  The  interest  rate  was  subsequently  reduced  to  5  per  cent  by  agree- 
ment with  the  bondholders  and  the  date  of  maturity  extended  to  November  1, 
1913.  The  reports  of  railroad  commissioners  of  New  York  for  1893  state  that 
the  bonds  were  Issued  for  $110,000  cash,  but  there  are  no  records  to  show 
what  disposition  was  made  of  the  $10,000  discount. 

Second-mortgage  bonds  of  a  par  value  of  $24,000  were  authorized  by  the 
Saranac  &  Lake  Placid  Rail  Road  Company  for  the  purpose  of  liquidating 
the  floating  debt  of  the  company.  They  were  payable  in  17  years  from 
November  1,  1896,  with  Interest  at  5  per  cent.  Of  the  total  issue,  $13,000  was 
issued  in  exchange  for  a  like  amount  of  notes  payable,  and  $11,000  was  issued 
in  payment  of  current  liabilities  amounting  to  $9,697.50.  The  discount, 
$1,302.50,  was  charged  to  investment  in  road  and  equipment. 

Short-term  note*.— The  Saranac  &  Lake  Placid  Rail  Road  Company  issued 
for  cash  short-term  notes  for  temporary  financing  amounting  to  $36,020.78. 
This  amount  was  retired  by  $23,020.78  cash  and  $13,000  second-mortgage  bonds. 

Cash  advances. — The  Saranac  &  Lake  Placid  Rail  Road  Company  received 
cash  advances  from  E.  D.  Shipard  &  Company,  bankers,  aggregating  $17,684.54, 
that  was  carried  in  open  account.  E.  D.  Shipard  was  a  director  and  took  a 
very  active  part  in  the  Saranac  &  Lake  Placid  Rail  Road  Company's  affairs. 
The  advances  that  his  company  made  were  liquidated  in  part  by  $10,500  par 
value  of  second-mortgage  bonds  and  the  balance  by  cash. 

RESULT  Or  CORPORATE  OPERATIONS 

Income  account. — The  Saranac  &  Lake  Placid  Rail  Road  Company  was 
operated  from  January  1,  1897,  to  January  1,  1903,  by  the  Chateaugay  Rail- 
road Company  and  from  January  1,  1903,  to  July  24,  1903.  by  the  carrier.  The 
recorded  results  of  operations  for  the  period  August  1,  1893,  to  June  30,  1903, 
are  summarized  in  the  following  income  and  profit  and  loss  statements : 


Operating  Income: 

Railway  operating  revenues   $93,148.89 

Railway  operating  expenses   50,253.40 

Net  revenue  from  railway  operations   42,895.49 

Railway  tax  accruals   4,791.61 

Railway  operating  income   38,103.88 

Nonoperating  income,  income  from  lease  of  road   43,048.74 

Gross  income   81,152.62 
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Deductions  from  gross  Income: 

Interest  on  funded  debt  $62, 033. 33 

Interest  on  unfunded  debt   1,251.41 

Maintenance  of  investment  organization   2,351.04 

Total  deductions  from  gross  income   65, 635. 78 

Income  balance  transferred  to  credit  of  profit  and  loss   15, 516. 84 

Profit  and  loss  statement. — Following  is  the  statement  of  profit  and  loss  of 
the  Saranac  &  Lake  Placid  Rail  Road  Company. 

Credits: 

Credit  balance  transferred  from  income  $15,516.84 

Debit  balance  at  June  30,  1903     1,983.16 

Debits,  dividend  appropriations  of  surplus   ___  17, 500. 00 

Total   17,500.00 


The  Saranac  &  Lake  Placid  Rail  Road  Company  paid  annual  dividends  of 
8  per  cent  in  1894  and  2  per  cent  in  1895  and  1896. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  balance  in  the  road  and  equipment  investment  account  at  July  24,  1903, 
was  $358,018.18.    This  balance  was  divided  $330,927.56,  road,  and  $18,090.62, 


equipment,  and  is  summarized  as  follows : 

Original  construction  and  additions  and  betterments: 

Recorded  money  outlay—  _    $156,715.68 

Capital  stock  issued   200,000.00 

Total   356,  715. 68 

Other  items,  discount  on  funded  debt   1, 302.  50 

Grand  total       358, 018.  18 


If  the  debit  In  "other  items"  not  In  accord  with  our  present  accounting 
rules  be  eliminated  from  the  road  and  equipment  investment  account,  the  bal- 
ance in  that  account  would  be  reduced  to  $356,715.68. 

ORIGINAL  COST  TO  DATE 

The  original  cost  of  the  common-carrier  property  owned  by  the  Saranac  & 
Lake  Placid  Rail  Road  Company  on  July  24,  1903,  can  not  be  fully  ascertained 
owing  to  the  absence  of  complete  accounting  records  of  the  Saranac  it  Lako 
Placid  Rail  Road  Company  and  those  of  the  contractors  who  constructed  the 
original  road.  The  obtainable  data  on  the  outlay  for  creating  and  improving 
as  recorded  in  the  investment  in  road  and  equipment  account,  exclusive  of 


equipment,  are  as  follows : 

Recorded  money  outlay    $150,715.68 

Capital  stock  issued   200. 000. 00 

Less  deductions  not  assignable  specifically  to  any 
one  or  more  of  the  classes  of  outlay  above 

stated,  equipment   18, 090. 62 
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This  outlay  may  Include  the  discount  of  $10,000  on  the  first-mortgage  20-year 
gold  bonds,  the  disposition  of  which  was  not  of  record.  The  Saranac  &  Lake 
Placid  Rail  Road  Company,  in  its  sworn  reports  to  the  railroad  commissioners 
of  New  York,  has  distributed  the  recorded  investment  in  road  and  equipment 


lnt#  the  following  primary  accounts : 
Road: 

Engineering  expenses   $3,  851. 32 

Land  and  land  damages   21, 143. 79 

Grading,  masonry,  and  ballast   1,055.81 

Bridges   26. 33 

Superstructure,  Including  ties   10.309.11 

Rails   49, 4G2. 44 

Fences   662. 95 

Telegraph  and  telephone  lines   646. 45 

Passenger  and  freight  statious   5, 709. 37 

Shops,  machinery,  and  tools   231.70 

Shops,  engine  houses,  and  turntables   623.33 

Road  built  by  contract     231, 752. 46 

Interest  and  discount  charged  to  construction   14,452.50 


Total  -  330.927.56 


Equipment: 

Steam  locomotives   10,216.62 

Passenger  cars   7, 000. 00 

Freight  and  other  cars   874.00 


Total   18,  0(K).  62 


Grand  total    358, 018. 18 


INVESTMENTS  IN  OTHER  COMPANIES 

The  records  of  the  Saranac  &  Lake  Placid  Railroad  Company  state  its  in- 
vestment in  other  companies  at  July  24,  1903,  as  $20,000,  which  consisted  of 
that  amount  of  par  value  stock  of  the  Transfer  Company,  an  organisation  at 
Lake  Placid  for  the  transfer  of  freight  and  passengers.  This  stock  was  acquired 
under  unknown  circumstances. 

LEASED  RAILWAY  PROPERTY 

The  property  of  the  Saranac  &  Lake  Placid  Railroad  Company  was  leased 
for  the  term  of  17  years  from  January  1,  1897,  to  the  Chateaugay  Railroad 
Company  and  the  Chateaugay  Ore  and  Iron  Company.  The  lessees  agreed  to 
pay  as  rent  a  sum  of  money. equal  to  35  per  cent  of  the  gross  receipts  received 
from  the  operation  of  the  railroad  and  one-half  of  the  net  profits  from  the  oper- 
ation of  the  transfer  business  at  Lake  Placid,  provided,  however,  that  such  sum 
of  money  shall  be  at  least  $7,200.  At  January  1,  1903,  this  lease  was  assigned 
to  the  carrier. 

Thb  Plattsbubgh  and  Dannemora  Railroad  (Plattsbuboh  and  Dannemora) 

introductory 

The  Plattsburgh  and  Dannemora  has  no  accounting  or  other  records,  and 
the  information  here  submitted  has  been  taken  from  the  act  authorizing  the 
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construction  of  the  railroad  and  the  subsequent  acts  of  1870  authorizing  addi- 
tional funds  for  construction  purposes,  the  report  of  Louis  D.  Pillsbury,  superin- 
tendent of  State  prisons,  for  the  year  ending  September  30,  1870,  and  from 
the  records  of  the  comptroller  of  the  State  of  New  York. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

After  the  appropriations  were  made  available  the  superintendent  invited  bids 
for  the  construction  of  the  railroad,  and  on  June  24,  1878,  he  made  a  contract 
with  John  O'Brien,  who  agreed  to  gTade  the  roadway,  build  all  bridges  and 
trestles,  and  furnish  and  lay  the  ties  and  iron  for  the  sum  of  $73,000.  In  addi- 
tion to  this  sum  the  superintendent  furnished,  as  agreed,  a  number  of  convicts 
who  graded  about  2  miles  of  the  roadway  nearest  to  Dannemora.  Construc- 
tion of  the  road  under  the  contract  was  begun  about  June  24,  1878,  completed 
December  30,  1878,  and  delivered  to  the  superintendent  of  prisons  ready  for 
operation.  The  original  appropriation  did  not  provide  for  the  fences  along  the 
right  of  way  and  the  necessary  ballasting  of  the  road,  which  was  provided  for 
in  the  subsequent  appropriations,  and  this  work  was  done*  after  the  road  had 
been  turned  over  by  the  contractor. 

INVESTMENT  IN  BO  AO  AND  EQUIPMENT 

The  investment  in  road  and  equipment,  as  recorded  in  the  accounts  of  the 
auditor  of  prison  accounts,  comptroller's  office,  State  of  New  York,  at  date  of 
valuation,  was  $183,035.98,  and  consisted  of  cash  expenditures  made  by  Louis 
D.  Pillsbury,  superintendent  of  State  prisons  in  1878-9,  from  the  appropriations 
made  by  the  State  of  New  York,  under  special  acts  during  those  years  for  the 
purpose  of  constructing  and  operating  the  railroad.  Of  the  $192,805.34  pro- 
vided for  the  construction  of  the  railroad,  $183,035.98  was  recorded  in  the  State 
records  as  having  been  expended  for  that  purpose,  and  is  classified  as  follows : 

Road: 

Engineering  $3,248.15 

Right  of  way   2,487.90 

Grading   12,835.50 

Tracklaying  and  surfacing   2,800.00 

Fencing  right  of  way   16,623.00 

Crossings  and  signs   210.00 

Station  buildings  and  fixtures   700.00 

Water  stations   700.00 

Shops,  engine  houses,  and  turntables   13, 980. 69 

Construction  by  contract   73,000.00 

Paying  employees   5,000.00 

Operating  railroad     10,089.00 

Lumber,  plumbing,  and  painting   665.48 

Management  and  services   7, 146. 28 

Total   149.486.00 

Equipment   33,549.98 

Grand  total   183,035.98 

ORIGINAL  COST  TO  DATE 

Cost  of  lands. — The  Plattsburgh  and  Dannemora  reports  original  cost  of 
all  lands  owned,  including  both  carrier  and  noncarrier,  as  $19,480.63.  In  veri- 
fying the  returns,  a  deduction  of  $10,039.34  was  made  as  not  constituting  land 
costs.  The  resulting  balance  of  $9,411.29,  made  up  in  part  of  costs  supported  by 
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accounting  records  and  in  part  of  substantial  deed  considerations  and  other 
amounts,  which  the  Pittsburgh  and  Dnnnemora  claims  to  represent  costs  but 
which  are  not  supported  by  accounting  records,  may  be  classified  as  f ollows : 


Classification 

Costs  sup- 
ported by 
account  ing 
records 

Costs  not 
supported 
by  account- 
ing records 

$5,997.89 

$2,659.90 
200.00 

m.  oo 

IMPROVEMENTS    ON    LEASED    RAILWAY  PROPERTY 


On  January  1,  1003,  the  carrier  leased  the  property  of  the  Chateaugay  and 
Lake  Placid  and  its  leased  road,  the  Pittsburgh  and  Dannemora,  and  lm 
mediately  began  changing  the  entire  line  of  road  to  standard  gauge.  At 
December  31,  1903,  there  had  been  expended  a  total  amount  of  $2,587,383.63, 
but  the  accounting  records  of  the  carrier  do  not  show  what  portion  of  this 
amount  was  expended  for  improvements  to  the  Pittsburgh  and  Dannemora. 
These  changes  in  the  gauge  of  the  Pittsburgh  and  Dannemora  were  author- 
ised by  the  superintendent  of  State  prisons  under  consents  dated  August  27, 
1902,  and  February  4,  1904. 

LEASED  RAILWAY  PROPERTY 

As  soon  as  the  Pittsburgh  and  Dannemora  was  ready  for  operation  It  was 
leased  to  the  Chateaugay  Railroad  Company,  under  an  agreement  dated  May 
20,  1879,  for  100  years  from  July  1,  1879.  The  terms  of  the  agreement  pro- 
vided, among  other  things,  that  the  lessee  would  construct  a  railroad  from 
Dannemora  to  Chateaugay  ore  mines;  would,  so  far  as  practicable,  maintain 
a  regular  train  schedule;  would  maintain  and  operate  the  road,  renew  the 
equipment  and  relocate  the  road,  and  change  the  gauge  at  its  own  expense 
when  found  to  be  necessary;  that  it  would  not  charge  more  than  5  cents  per 
mile  for  the  transportation  of  passengers  to  and  from  Clinton  Prison ;  that 
it  would  transport  without  charge  the  officers  of  the  prison  on  official  business, 
and  all  necessary  supplies  for  the  maintenance  of  the  prison,  charging  only 
a  fair  and  reasonable  rate  upon  the  materials  used  in  the  construction  or  re- 
pairing of  the  prisou;  and  that  it  would  be  exempt  from  the  payment  of  all 
taxes  levied  by  the  State. 

APPENDIX  3 

ANALYSIS  OF  METHODS  FOB  DETERMINING  WORKING  CAPITAL 

Working  capital  is  understood  to  include  two  parts :  First,  the  investment  in 
a  stock  of  materil  and  supplies,  and,  second,  the  cash  necessary  to  pay  the 
operating  expenses  incurred  for  common-carrier  service  prior  to  the  time  when 
the  revenues  from  that  service  are  available. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  lag  behind  the  expenses  incurred  for  the  service  within  that  particular 
period,  the  amount  of  cash  working  capital  needed  for  operating  purposes  is 
the  amount  by  which  the  matured  operating  expenses  exceed  that  part  of  the 
accrued  revenues  applicable  to  operating  expenses  which  has  been  collected, 
has  reached  the  treasury,  and  has  become  available  for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
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impounding  that  portion  of  maturing  revonucs  which  Is  applicable  as  a  return 
on  the  property. 

A  practicable  way  to  determine  the  portion  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  oi>eratlng  expenses  for  service  In  any  period,  there  will  be  met  from 
maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the  propor- 
tion of  all  accrued  revenues  from  service  within  the  period  that  reaches  the 
treasury  within  that  period.  The  remaining  proportion  of  operating  expenses 
will  be  the  measure  of  the  cash  working  capital  actually  used. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration  has 
been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and  supplies. 
The  factors  affecting  cash  working  capital  are  ns  follows :  The  relative  amount 
of  revenue  from  the  various  classes  of  service;  the  elapsed  time  from  the 
beginning  of  such  service  to  the  receipt  in  the  treasury  of  the  revenues  for 
the  service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty  cars 
to  the  point  of  loading,  the  time  consumed  in  loading,  and  the  time  the  receipts 
nre  in  transit  to  the  treasury,  and,  for  freight  with  charges  collected  at  destina- 
tion, In  addition,  the  time  for  movement  under  load,  the  time  consumed  In 
unloading,  and  the  credit  period  for  payment  of  charges ;  the  relative  amount 
of  operating  expenses  for  various  purposes;  and  the  elapsed  time  from  the 
beginning  of  the  accrual  of  such  respective  expenses  to  the  time  when  they 
must  be  paid.  The  factors  in  most  cases  represent  the  experience  of  all  Class  I 
carriers  and  in  a  few  cases  consist  of  specially  assembled  data  from  the  experi- 
ence of  territorially  scattered  carriers  that  represent  over  40  per  cent  of  the 
operating  expenses  of  all  Class  I  carriers.  For  material  and  supplies,  consid- 
eration has  been  given  to  the  average  book  value  of  the  stock  carried  by  all 
Class  I  and  Class  II  carriers  on  June  80  for  the  years  1914-1916,  and  to  the 
fact  that  some  part  of  this  stock  is  held  for  additions  and  betterments  and  new 
construction  and  that  some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  Indicates  that  the  average  require- 
ments of  carriers  for  operating  working  capital,  including  cash  on  hand  and 
investment  in  a  stock  of  material  and  supplies,  is  about  13.6  per  cent  of  a 
year's  operating  expenses.  But  since  operating  expenses  for  the  year  ended 
on  date  of  valuation  may  be  more  or  less  than  normal,  the  expenses  for  a  period, 
usually  five  years,  preceding  date  of  valuation,  have  been  taken  to  determine 
the  normal  annual  expenses  as  of  date  of  valuation. 

In  determining  working  capitul  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  appli- 
cable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences  are 
In  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and  loaded 
car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues  from 
each  class  of  service  are  in  hand. 

Under  the  law  only  such  cash  and  material  and  supplies  as  are  used  for 
common-carrier  purposes  may  be  included  in  the  value  found  for  common* 
carrier  property.  Since  the  above  method  reveals  the  amount  actually  so  used, 
the  remainder  of  such  assets  that  may  happen  to  be  in  hand  because  of  various 
causes  other  than  those  lying  in  the  performance  of  common-carrier  service 
must  be  considered  for  the  purpose  of  valuation  as  "held  for  purposes  other 
than  those  of  a  common  carrier." 
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If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's 
common-carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  actually  on  hand.  In  such  cases  the  value  found  for  working  capital 
is  that  for  the  cash  and  material  and  supplies. 

This  method  does  not  lend  Itself  to  the  determination  of  working  capital  for 
switching  and  terminal  companies,  whose  operations  and  methods  of  financing 
them  are  unlike  the  operations  and  revenues  therefrom  of  line-haul  carriers. 
Therefore,  some  other  method  will  be  used  in  such  cases. 


Order 

Entered  November  2, 1926 

Valuation  Docket  No.  100 
Greenwich  &  Johnsonville  Railway  Company 

Location  and  general  description  of  property. — The  railroad  of 
Greenwich  &  Johnsonville  Railway  Company,  hereinafter  called  the 
Greenwich  &  Johnsonville,  is  a  single-track  standard-gauge  steam 
railroad,  located  in  the  eastern  part  of  New  York.  The  owned  mile- 
age extends  northerly  from  Johnsonville  to  Greenwich,  N.  Y.,  thence 
in  a  southwesterly  direction  to  Schuylerville,  N.  Y.,  a  distance  of 
21.461  miles.  The  Greenwich  &  Johnsonville  also  owns  yard  and 
side  tracks  totaling  4.320  miles.  Its  road  thus  embraces  25.781  miles 
of  all  tracks  owned.  In  Appendix  1  will  be  found  a  general  descrip- 
tion of  the  property  of  the  Greenwich  &  Johnsonville. 

Jointly  used  property. — The  Greenwich  &  Johnsonville  has  no 
jointly  owned  and  used  property.  In  Appendix  2,  under  the  caption 
Leased  Railway  Property,  will  be  found  a  statement  showing  the 
property  used  jointly  with  others  and  the  terms  of  its  use. 

Traffic  connections. — The  railroad  of  the  Greenwich  &  Johnson- 
ville connects  at  Johnsonville  with  the  line  of  the  Boston  &  Maine 
Railroad,  with  the  lines  of  the  carrier  at  Greenwich,  and  Hudson 
Valley  Railway  Company  near  Thomson,  N.  Y. 

Physical  conditions  affecting  construction. — The  country  traversed 
is  rolling;  the  soil  is  of  loam,  clay,  and  gravel,  some  portions  being 
intermixed  with  bowlders.  Where  found,  the  ledge  rock  is  of  hard 
shale  and  sandstone,  lying  close  to  the  surface. 

Economic  conditions  relating  to  traffic. — The  principal  products  of 
the  region  are  those  of  the  farm  and  the  factory. 

Corporate  history. — The  Greenwich  &  Johnsonville  was  incorpo- 
rated August  12,  1903,  through  the  filing  with  the  secretary  of  state 
of  New  York  of  an  agreement  dated  June  C,  1903,  providing  for  the 
consolidation  of  The  Greenwich  &  Johnsonville  Railway  Company 
(incorporation  of  1879)  and  the  Battenkill  Railroad.    The  Green- 
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wich  &  Johnsonville  was  incorporated  for  a  term  of  500  years  from 
August  12,  1903.  The  principal  office  is  at  Greenwich.  The  carrier 
controls  the  Greenwich  &  Johnsonville  through  ownership  of  the 
entire  outstanding  capital  stock  of  the  latter.  The  detailed  facts  as 
to  the  development  of  fixed  physical  property  are  given  in  Ap- 
pendix 2. 

History  of  corporate  financing,  capital  stock,  and  long-term 
debt. — The  Greenwich  &  Johnsonville  has  issued  a  total  of 
$1,232,240.48  in  stocks,  bonds,  and  nonnegotiable  debt.  Of  this 
amount,  $742,360.23  was  outstanding  on  date  of  valuation.  Of  the 
securities  outstanding,  $225,000  are  in  capital  stock,  $400,000  in  first- 
mortgage  bonds,  and  $117,360.23  in  nonnegotiable  debt.  The  pur- 
poses for  which  the  capital  securities  were  issued  and  the  apparent 
considerations  received  therefor,  and  other  facts  pertinent  to  the 
capitalization  of  the  Greenwich  &  Johnsonville,  are  given  in  Ap- 
pendix 2. 

Gross  and  net  earnings  of  the  Greenwich  <&  Johnsonville. — Al- 
though the  Greenwich  &  Johnsonville  was  incorporated  August  12, 
1903,  the  books  of  account  were  not  closed  at  that  time,  the  last 
previous  closing  date,  or  July  1,  1903,  being  taken  as  a  matter  of 
convenience.  The  income  account,  therefore,  begins  with  this  lat- 
ter date.  The  result  of  corporate  operations  from  July  1,  1903,  to 
date  of  valuation,  is  detailed  in  Appendix  2,  and  is  summarized  as 


follows : 

Gross  earnings  (railway  operating  revenues)  $1,350,164.64 

Operating  expenses  (railway  operating  expenses)   690, 612.  94 


Resulting  in  net  earnings  (net  revenue  from  railway  oper- 
ations) of   6<>5,  551. 70 


Daring  the  same  period  taxes  assessed  (railway  tax  accruals) 

amounted  to   47,  743. 01 

Uncollectible  railway  revenues  amounted  to   131.01 


Total   47,  874. 02 

Resulting  in  income  from  railway  operations  (railway 

operating  income)  of   617,677.68 

In  addition  there  was  income  from  nonoperating  sources  (non- 
operating  income)  of   26,749.76 


Resulting  in  gross  income  for  the  period  (gross  income) 

of   644, 427. 44 

During  this  period  hire  of  equipment  and  rents  (chargeable  to 

deductions  from  gross  income)  amounted  to   121,420.61 


Resulting  in  an  amount  available  for  payment  of  interest 
and  dividends  and  for  other  corporate  purposes 
(chargeable  to  deductions  from  gross  income  and  to  dis- 
position of  net  income)  of   r>lTi,  006  83 
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From  1903  to  date  of  valuation  the  Greenwich  &  Johnsonville  paid 
dividends  amounting  in  the  aggregate  to  $139,500.  The  rate  for 
the  years  1904  to  1911v  inclusive,  was  4  per  cent;  that  for  the  years 
1912  to  date  of  valuation,  inclusive,  was  6  per  cent. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
Greenwich  &  Johnsonville,  as  showing  its  financial  condition  on 
date  of  valuation  follows: 

ASSETS 

Investments : 

Investment  in  road  and  equipment  $791, 563.  25 

Miscellaneous  physical  property   5,635.83 

 $797, 199.  08 

Current  assets: 

Cash   64, 627. 74 

Traffic  and  car-service  balances  receivable   50. 74 

Net  balance  receivable  from  agents  and  conduc- 
tors   5, 979. 88 

Miscellaneous  accounts  receivable   6, 934. 97 

Materials  and  supplies   7,088.39 

Other  current  assets   5, 131. 25 

  89. 812. 97 

Deferred  assets,  working  fund  advances   3,  9S8.  86 

Unadjusted  debits,  other  unadjusted  debits     2,845.65 

Grand  total   893,  846.  56 

LIABILITIES 

Stock,  capital  stock  $225,000.00 

Long-term  debt: 

Funded  debt  unmatured,  total  book  liability™  $500,000.00 
Held  by  the  Greenwich  &  Johnsonville   100,000.00 

400,000.00 

Nonnegotlable    debt    to    affiliated  companies 

(notes)  _   177,360.23 

  517,360.23 

Current  liabilities: 

Traffic  and  car-service  balances  payable   22, 341.  06 

Audited  accounts  and  wages  payable   15,694.25 

Interest  matured  unpaid   8, 000. 00 

Dividends  matured  unpaid   13,500.00 

  59, 535. 31 

Unadjusted  credits: 

Accrued  depreciation,  equipment   61.50 

Other  unadjusted  credits   4,194.98 

  4, 256. 48 

Corporate  surplus,  profit  and  loss,  credit  balance   87, 694. 54 

Grand  total   893,846.56 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land,  on  date  of  valuation,  is  stated  in  the 
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books  of  the  Greenwich  &  Johnsonville  to  be  $791,563.25.  Of  this 
amount,  $199,744.66  represents  securities  issued,  the  value  of  which 
at  the  time  issued  is  not  known  and  can  not.be  determined.  If  cer- 
tain readjustments  were  made,  as  detailed  in  Appendix  2,  this 
amount  would  be  increased  to  $819,561.72.  A  detailed  analysis  of 
this  amount  will  be  found  in  Appendix  2. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  Greenwich  &  Johnsonville  can  not  be  ascer- 
tained. A  detailed  statement  of  the  known  costs  of  creating  and 
improving  the  property  will  be  found  in  Appendix  2.  Information 
respecting  the  original  cost  of  lands,  roadway  machines,  and  equip- 
ment will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property  other  than  land,  wholly 
owned  and  used,  are  found  to  be  $926,285  and  $753,717,  respectively. 
These  amounts,  classified  in  conformity  with  the  classification  of  ex- 
penditures for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  the  time  of  dedi- 
cation to  public  use,  and  their  present  value. — The  Greenwich  A 
Johnsonville  owns  and  uses  for  common-carrier  purposes  228.17 
acres  of  lands.  The  original  cost  of  these  lands,  as  supported  by  the 
accounting  records,  was  $38,814.70  and  an  indeterminate  part  of 
$1,200,  the  cost  of  lands  owned  by  the  Greenwich  &  Johnsonville 
and  devoted  partly  to  carrier  and  partly  to  noncarrier  purposes, 
which  can  not  bo  apportioned  between  the  two  classes.  The  Green- 
wich &  Johnsonville  claims  additional  costs  for  lands  wholly 
owned  and  used  of  $11,778.97  and  $7,725  for  lands  devoted  partly  to 
carrier  and  partly  to  noncarrier  purposes,  which  are  not  supported 
by  accounting  records.  The  present  value  of  the  carrier  lands  is 
$25,824.98.  The  estimates  of  original  cost  of  condemnation  and  dam- 
ages or  of  purchase  of  lands  in  excess  of  such  original  cost  or  present 
value  contained  in  the  tentative  valuation  will  be  omitted  from 
this  order  for  the  reason  that  the  valuation  act  has  been  so  amended 
as  no  longer  to  require  us  to  report  this  information. 

Bights  in  private  land. — The  Greenwich  &  Johnsonville  owns 
rights  in  private  lands,  the  original  cost  and  present  value  of  which 
is  $40. 

Property  held  for  purposes  other  than  those  of  a  common  carrier.— 

The  Greenwich  &  Johnsonville  owns  1.58  acres  of  land  which  have 

been  classified  as  noncarrier.  The  present  value,  including  the  value 
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of  improvements  thereon,  is  $4,697.80.  The  original  cost  of  these 
lands  can  not  be  ascertained.  There  is  also  an  indeterminate  part 
of  $1,200,  the  cost  of  lands  owned  by  the  Greenwich  <&  Johnsonville 
and  devoted,  partly  to  carrier  and  partly  to  noncarrier  purposes, 
which  can  not  be  apportioned  between  the  two  classes,  as  hereinbe- 
fore stated. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — The  Green- 
wich &  Johnsonville  owns  and  uses  for  its  purposes  as  a  common 
carrier  4.50  acres  of  land,  with  a  present  value  of  $355.10.  The  title 
to  these  lands  being  conveyed  by  deeds  reciting  nominal  considera- 
tions only,  they  are  classified  by  us  as  aids.  The  value  of  these  lands 
at  the  time  acquired  can  not  be  determined. 

Materials  and  supplies. — As  stated  in  the  general  balance  sheet, 
the  value  of  materials  and  supplies  on  hand  on  date  of  valuation  is 
shown  by  the  Greenwich  &  Johnson ville's  records  to  have  been 
$7,088.39. 

Final  value—  After  careful  consideration  of  all  the  facts  con- 
tained herein,  including  appreciation,  depreciation,  going-concern 
value,  working  capital,  and  all  other  matters  which  appear  to  have 
a  bearing  upon  the  value  here  reported,  the  value,  for  rate-making 
purposes,  of  the  property  of  the  Greenwich  &  Johnsonville,  owned 
and  used  for  common-carrier  purposes,  is  found  to  be  $901,912. 
There  is  included  in  the  value  above  stated  the  sum  of  $71,716,  on 
account  of  working  capital,  including  materials  and  supplies. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1  and  2.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and  equip- 
ment as  prescribed  by  us.  Appendix  2  shows  further  details  as  to 
development  of  fixed  physical  property,  investment  in  road  and 
equipment,  original  cost,  and  other  pertinent  information ;  excepting 
those  features  treated  in  the  text  of  the  report. 

Reference  is  made  to  Appendix  3  of  the  report  in  Texas  Midland 
Railroad,  75  I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof, 
for  a  statement  of  the  methods  employed  and  of  the  reasons  for  the 
differences  between  the  various  cost  values  reported. 

The  engineering,  land,  and  accounting  reports,  copies  of  which 
have  been  furnished  to  interested  parties,  give  the  details  respecting 
the  figures  here  reported,  and  are  on  file  in  the  Bureau  of  Valua- 
tion of  the  commission,  open  to  public  inspection,  and  subject  to  the 
direction  of  Congress,  and  these  reports  are  referred  to  for  greater 
particularity  as  to  the  matters  herein  stated. 

1161. 0.0. 


Digitized  by  Google 


792  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


APPENDIX  1 


ROAD 


Grading  averages  about  30.000  cubic  yards  to  the  mile,  and  has  been  com- 
puted on  a  one-way  basis  with  overhaul.  The  track  is  laid  with  Bessemer 
rail  ranging  in  weight  from  56  pounds  to  85  pounds.  70-pound  rail 
predominating.  There  are  a  number  of  river  bridges,  the  principal  one  being 
a  12-span  structure  over  the  Hudson  River. 

ENGINEERING    AND   GENERAL  EXPENDITURES 

Engineering  has  been  allowed  at  4.5  per  cent  on  road  accounts  3  to  47, 
inclusvie.  General  expenditures,  exclusive  of  interest,  have  been  allowed  on 
the  basis  of  1.5  per  cent  on  road  accounts  1  to  47,  exclusive  of  account  2. 
Interest  during  construction  has  been  allowed  for  one-hnlf  the  construction 
period  of  12  months  plus  3  months,  at  the  rate  of  6  per  cent  per  annum  on 
all  road  and  general  expenditures  accounts,  excepting  accounts  2  and  76. 
Interest  on  equipment  has  been  allowed  for  3  months  at  6  per  cent  per  annum. 

SUMMARY 

Wholly  Oicncd  and  used 


Ac- 
count 


Classes 


1 
3 
0 
s 
B 
10 
11 
12 
13 
15 
IS 
17 
18 
19 
20 
26 
37 
38 
44 


61 
63 
64 
67 


71 

72 
73 
74 
75 
77 
70 


I.  KOAD 


Engineering  

(trading  

Bridges,  trestles,  and  culverts. 

Tics  

Kails  

Other  track  material  

Hallast  

Tracklaying  and  surfacing  

Right-of-way  fences  

Crossings  and  signs  

Station  and  office  buildings. . . 

Roadway  buildings  

Water  stations  *.  

Fuel  stations  

Shops  and  engine  houses  

Telegraph  and  telephone  lines. 

Roadway  machines  

Roadway  small  tools  

Shop  machinery  


Total,  1,  and  3  to  47,  inclusive  

U.  EQUIPMENT 


Steam  locomotives.. 
Freight-train  cars . . . 
Passenger-train  cars. 
Work  equipment... 


Total,  61  to  58.  inclusive  

in.  OKNKRAL  EXPENDITURES 


Organization  expenses  

Oeneral  officers  and  clerks  

Law  

Stationery  and  printing  

Taxes  

Other  expenditures,  general. . 
Interest  during  construction.. 


Total,  71  to  77,  Inclusive  

Orand  total,  1,  and  3  to  77,  Inclusive. 


Cost  of  re- 
production 
new 


$35,700 
284.050 
203,580 
67,339 
77.802 
17.438 
32.854 
46,408 
11.425 
6.459 

>.  tm 

2,422 

1.  V7'J 
1,330 
...  M 

2,  C72 
420 
333 

1,101 


Cost  of  re- 
production 

less  de- 
preciation 


$35,700 
2S3.C41 

2n  m 

MB 
11,10 
24,  M0 

6.795 
5.310 

L3M 
1.071 
834 

3,  MM 
1,619 
219 
167 
612 


27.249 
2.0U2 

14.903 
2,000 

11.197 
M 

5,414 
728 

40, 244 

ULfll 

12,430 

10.440 

38.661 

3Z079 

50,997 

42.525 

920, » 

753,717 

no  i.  c.a 
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APPENDIX  2 

For  information  respecting  the  predecessors  of  the  Greenwich  &  Johnson- 
ville, reference  is  made  to  the  accounting  report  hereinbefore  mentioned.  The 
Greenwich  &  Johnsonville  continued  the  accounts  of  The  Greenwich  Johnson- 
ville Railway  Company  of  1879.  so  that  there  was  no  break  in  the  accounting 
of  August  12,  1003,  the  date  of  consolidation.  For  this  reason  it  has  been 
impossible  to  make  a  separate  reporting  of  the  results  of  corporate  operations, 
and  certain  other  data  for  the  period  before  and  after  August  12,  1903. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

On  date  of  valuation  the  Greenwich  &  Johnsonville  owned  and  operated 
about  21.4G1  miles  of  single-track  standard-gauge  railroad  between  Greenwich 
and  Schuylerville,  of  which  14.000  miles  were  acquired  from  The  Greenwich 
&  Johnsonville  Railway  Company  of  1879  under  the  consolidation  arrange- 
ment, and  7.15  mites  by  the  completion  of  the  railroad  begun  by  the  Batten- 
kill  Railroad  but  unfinished  at  date  of  consolidation.  The  recorded  mileage 
of  21.150  on  date  of  valuation  was  increased  by  0.311  mile  as  a  result  of 
actual  measurements  by  the  commission,  making  the  total  as  above  shown. 

The  Greenwich  &  Johnsonville  constructed  a  branch  line  about  10  miles 
long,  designated  the  Salem  branch,  between  Greenwich  and  Greenwich  Junc- 
tion, N.  Y.,  which  line  was  subsequently  sold  to  the  carrier. 

HISTORY  OF  CAPITAL  FINANCING 


The  capital  stock  and  the  several  classes  of  long-term  debt  issued  and 
retired  are  here  stated,  along  with  the  amount  of  each  outstanding  on  date 
of  valuation: 


Description 

Originally 
issued 

Retired  or 
held  by  or 

for  the  Green- 
wich and 

Johnsonville 

Outstanding 

$225,000.00 
500,000.00 
507,240.48 

1,  232,  240.  48 

iioo'ooo.  66 

3S9,  880.  25 
489,  880.25 

$225. 000.00 
400,000.00 
117,860.23 

742, 360. 23 

The  securities  of  the  Greenwich  &  Johnsonville  held  by  or  for  it  consisted 
of  $100,000  par  value  of  first-mortgage  bonds  nominally  Issued  and  held  in  the 
carrier's  treasury. 

Capital  stock. — The  capital  stock  of  $225,000  par  value  was  issued  In  ex- 
change at  face  value  for  $150,000  par  value  of  the  capital  stock  of  The 
Greenwich  &  Johnsonville  Railway  Company  of  1879,  and  $75,000  par  value 
of  the  capital  stock  of  the  Battenklll  Railroad.  In  connection  with  the  ex- 
change for  the  Battenklll  Railroad  stock,  the  Greenwich  &  Johnsonville 
charged  $30,744.66  to  its  road  and  equipment  investment  account  and  $38,255.34 
to  its  profit  and  loss  account 

Funded  debt. — First-mortgage  20-year  4  per  cent  bonds  of  $500,000  par  value, 
due  January  1,  1924,  were  authorized  for  construction  and  general  purposes 
and  were  issued  as  follows:  $16,000  par  value  were  sold  for  cash  at  face 
value;  $371,000  par  value  were  issued  to  retire  an  equal  par  value  of  notes 
payable;  $13,000  par  value  were  reported  Issued  for  services  and  charged  at 
par  value  to  the  investment  in  road  and  equipment;  and  $100,000  par  value 
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were  issued  and  placed  In  the  treasury.  The  records  indicate  that  the  bonds 
given  for  services  were  issued  to  an  individual  who  was  a  director  of  the 
Greenwich  &  Johnsonville,  but  the  ultimate  disposition  was  not  ascertainable. 
None  of  the  bonds  had  been  retired  at  date  of  valuation. 

Nonnegotiable  debt  to  affiliated  companies. — Nonnegotiable  debt  to  affiliated 
companies  was  incurred  in  the  receipt  of  $507,240.48  as  advances  from  the  car* 
rier.  This  obligation  bad  been  reduced  to  $117,360.23  on  date  of  valuation  by 
a  credit  allowance  of  $389,880.25  on  account  of  the  sale  of  the  Salem  branch 
to  the  carrier. 

Notes.— The  Greenwich  &  Johnsonville  assumed  notes  payable  of  $347,375 
face  value  In  the  consolidation  and  issued  short-term  notes  for  temporary 
financing  to  the  amount  of  $413,875.75,  of  which  latter  amount  $25,000  repre- 
sented renewal  of  notes  due.  The  consideration  received  for  the  remaining 
notes  of  $388,875.75  face  value  issued  was  cash.  The  entire  amount  of  $738,- 
250.75  face  value  was  retired  with  $365,250.75  cash  and  $371,000  par  value  of 
first-mortgage  bonds.  The  consolidation  of  August  12,  1903,  did  not  cause  any 
increase  or  decrease  in  the  par  value  of  capital  stock  or  short-term  notes  over 
those  issued  by  the  consolidating  companies  and  outstanding  August  12,  1903. 

RESULT  OF  CORPOBATE  OPERATIONS 

Income  account. — The  income  account  of  the  Greenwich  A  Johnsonville  for 
the  year  ended  on  date  of  valuation,  and  for  the  period  from  July  1,  1903,  to 
date  of  valuation,  is  stated  as  follows : 


Year 


OperatlnR  Income: 

Railway  operating  revenues.. 
Itailway  operating  expenses-  - 


1128,  317.  M 
.19.  610.  60 


Sl.S.VI.IfH.M 
bttO.  012.  <H 


Net  revenue  from  railway  opcrations. 


C&,  800.  03 


Railway  tax  accruals  

Uncollectible  railway  revenues. 


4.  798. 48 
131.01 


e«,  ioi.  70 

47,  743.  01 
131.01 


4.  839.  49  '        47,  874. 20 


63.  S77. 44 


Nonoperatln?  Income: 

Hire  of  equipment  

Joint-fncility  retu  income 
Miscellaneous  rout  income 
Miscellaneous  nonoperating  physical  property 
Separately  operated  properties 
Income  from  unfunded  securities  and  accounts 
Miscellaneous  Inoome 

Total  nonoperating  income 

Gross  Income 

Deductions  from  gross  income: 
Hire  of  equipment 
Joint-facility  rents.. 
Miscellaneous  rents 
Interest  on  funded  debt 
Interest  on  unfunded  debt- 
Total  deductions. 

Net  income, 
balance  tr« 


2,000.00 
2**).  00 
484.78 


617.677.68 


50vW 
6.000.00 
15.6fi$.S5 
1.4.16. 18 
502  84 
1, 477.  1» 
1.079. 10 


transpired  If)  credit  of  profit  and  loss 


If  certain  delayed-income  items  stated  in  the  profit  and  loss  account  were 
taken  into  the  income  statement  for  the  entire  period  from  1879  to  1910,  the 
credit  balance  for  that  period  carried  to  profit  and  loss  would  be  increased 
from  $503,477.18  to  $504,583.13. 

116 1.  CO. 


Digitized  by  Google 


DELAWABE  &  HUDSON  CO. 


795 


Profit  and  loss  account. — The  profit  and  loss  account  of  the  Greenwich  & 
Johnsonville  on  date  of  valuation  Is  stated  as  follows: 


Credits : 

Credit  balance  transferred  from  Income   $503,477.18 

Profit  on  road  and  equipment  sold   6,842.40 

Delayed-lncome  credit  (operating  revenues)   1,100.24 

Miscellaneous  credits — 

Adjustment  of  balance  sheet  accounts  $2,360.43 

Other   7,260.76 

—  —  0, 621. 10 

Total  credits   521,050.10 


Debits : 

Dividend  appropriations  of  surplus,  prior  to  and  including 

1002  $237,135.00 

Dividend  appropriations  of  surplus,  subsequent  to  1002   130, 500. 00 

Miscellaneous  appropriations  of  surplus   2, 601. 74 

Delayed-lncome  debit  (hire  of '  equipment)   3.20 

Miscellaneous  debits — 

Difference  between  par  value  ($75,000)  of 
capital  stock  Issued  in  exchange  for  the 
Battcnkill  Railroad  in  the  consolidation  of 


Aug.  12,  1003,  and  an  amount  of  $30,- 
744.66  charged  by  the  Greenwich  &  Johnson- 
ville to  its  investment  in  road  and  equip- 
ment $38,255.34 

Cancellation  of  accounts  receivable   1,657.37 

Bridges  abandoned   4,  576.  76 

Depreciation  of  equipment   4,695.80 

Other     4, 810. 26 

  54,025.53 

Credit  balance  at  date  of  valuation   87,604.54 


Total  debits   521,050.10 

The  credit  balance  here  shown  agrees  with  that  in  the  Greenwich  &  John- 


sonville's  report  to  us  for  the  year  ended  on  date  of  valuation. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

On  date  of  valuation,  the  road  and  equipment  investment  account  of  the 
Greenwich  &  Johnsonville  showed  a  balance  of  $701,563.25,  which  has  been 
established  as  follows: 

Property  acquired  in  the  consolidation  of  Aug.  12,  1003 : 

From  the  Greenwich  &  Johnsonville  Railway  Company  of 
1870,  balance  in  road  and  equipment  account  of  the  Green- 
wich &  Johnsonville  Railway  Company  of  1870  at  June  30, 
1003,  the  last  day  the  books  of  accounts  were  balanced 
prior  to  consolidation  on  Aug.  12,  1003,  and  which  was 
continued  on  the  books  of  the  Greenwich  &  Johnsonville  as 

an  item  in  its  road  and  equipment  Investment  account   $514, 222. 04 

From  the  Battenkill  Railroad,  amount  recorded  in  road  and 
equipment  Investment  account  of  Greenwich  &  Johnson- 
ville, being  the  par  value,  $75,000,  of  capital  stock  of  Green- 
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wich  &  Johnsonville  given  for  an  equal  par  value  of  the 
outstanding  stock  of  the  Battenkill  Railroad  in  the  con- 
solidation of  Aug.  12,  1903,  less  an  amount  of  $38,255.34 
charged  to  the  profit  and  loss  account  of  the  Greenwich  & 

Johnsonville    $36,744.66 

Construction,  additions,  and  betterments : 
Construction  of  Salem  branch — 

Recorded  money  expenditure—  $281,023.63 

Interest  charges   23, 856.  62 

Short-term  notes  issued  at  par, 
retired  with  cash   85, 000. 00 


$389,  880.  25 


Other  road  additions  and  better- 


Recorded  money  expenditure—  $216, 253.  50 

Interest  charges   2, 750. 00 

First-mortgage    bonds  issued 

for  services  charged  at  par 

value,  no  details   13,000.00 


232,  003.  50 

Equipment,  recorded  money  expenditure   13,838.91 


$635,  722.  68 


Total   1,186,690.26 

Retirements : 

Salem  branch  sold  to  carrier  in  consideration  of 
credit  on  advances  account  with  that  company, 
recorded  cost  $389, 880. 25 

Bridge  retired  at   4, 576. 76 

Equipment  retired  at   670. 00 

  395, 127. 01 

Balance  on  date  of  valuation     791, 563. 25 

Under  the  consolidation  of  August  12,  1903,  the  Greenwich  &  Johnsonville 
was  formed  as  a  new  corporation,  and  issued  securities  and  assumed  certain 
assets  and  liabilities  of  the  consolidation  companies  in  connection  with  ac- 
quiring the  property,  etc.,  of  The  Greenwich  &  Johnsonville  Railway  Company 
of  1879  and  the  Battenkill  Railroad.  Under  the  present  accounting  rules,  pre- 
scribed by  us,  the  opening  entry  In  the  road  and  equipment  investment  account 
of  the  Greenwich  St  Johnsonville  would  have  been  the  actual  cost  to  it  of  the 
properties  acquired  in  the  consolidation,  the  elements  of  which  cost  are  detailed 
below  so  far  as  now  ascertainable.  However,  the  amounts  shown  for  the 
miscellaneous  assets  and  liabilities  assumed  are  those  stated  as  of  June  30, 
1903,  the  last  date  the  books  of  the  Greenwich  &  Johnsonville  Railway  Company 
of  1879  were  balanced. 

Capital  stock  of  the  Greenwich  &  Johnsonville  Issued  In  exchange 
for  the  outstanding  capital  stock  of  equal  par  value  of  the  Green- 
wich and  Johnsonville  Railway  Company  of  1879,  par  value  $150, 000. 00 

Capital  stock  of  the  Greenwich  &  Johnsonville  issued  in  exchange 
for  outstanding  capital  stock  of  equal  par  value  of  the  Battenkill 
Railroad,  recorded  at   36,744.66 

liabilities  of  The  Greenwich  &  Johnsonville  Rail- 
way Company  of  1879  assumed,  recorded  amount: 
Loans  and  bills  payable  $347,875.00 
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Traffic  and  ear-serrice  balances  payable,  recorded 

value  June  30,  1903    $1,456.40 

—————  $S*i8, 831. 49 

Total   635, 576.  IS 

Less  following  assets  of  The  Greenwich  &  Johnsonville 
Railway  Company  of  1879,  acquired,  recorded  value 
June  30,  1903: 

Miscellaneous  physical  property  $5,688.35 

Cash   287. 28 

Net  balance  receivable  from  agents  and  conductors.   8, 705. 91 

Miscellaneous  accounts  receivable   421.18 

Materials  and  supplies   6,742.88 

Rents  and  insurance  premiums  paid  in  advance   344. 37 


$21,189.92 


Balance   614, 386. 23 

The  miscellaneous  liabilities  and  assets  applied  In  the  above  statement  repre- 
sent all  such  items  appearing  in  the  general  balance  sheet  of  The  Greenwich 
ft  Johnsonville  Railway  Company  of  1879  as  of  June  30,  1903,  except  other 
unadjusted  debits  amounting  to  $568.22,  and  other  unadjusted  credit*  in 
amount  of  $4,000,  the  nature  of  which  could  not  be  determined.  If  the 
actual  considerations,  so  far  as  known,  given  by  the  Greenwich  &  Johnson- 
ville for  the  property  of  The  Greenwich  &  Johnsonville  Railway  Company 
of  1879  were  substituted  for  the  balance  in  the  road  and  equipment  invest- 
ment account  of  that  predecessor  at  the  time  of  consolidation,  which  was 
continued  by  the  Greenwich  &  Johnsonville  as  its  own ;  and  if  the  charges  for 
constructing  the  Salem  branch  be  canceled  by  applying  the  later  credit  of  the 
recorded  cost  of  that  branch,  the  balance  in  the  Greenwich  &  Johnsonvllle's 
road  and  equipment  investment  account  at  date  of  valuation  would  comprise 
the  following  classes  of  considerations : 

Recorded  money  expenditure  $230,  092. 41 

Interest  charged  on  money  expenditure   2, 750. 00 

Capital  stock,  issued  at  par  value   150,000.00 

Capital  stock,  par  value  $75,000,  issued  at  recorded  value  of   86, 744. 66 

First-mortgage  bonds  Issued  at  par  value    13,000.00 

Loans  and  bills  payable  assumed,  recorded  value   369, 576. 00 


Total   802,162.07 

Less  the  unknown  cost  of  property  retired,  not  specifically  assign- 
able to  any  one  or  more  of  the  above  classes  of  expenditure, 

credited  at   5,246.76 

Balance   796,915.31 

With  the  above  should  be  combined  the  current  and  other  liabilities  and 
the  current  and  other  assets  of  The  Greenwich  &  Johnsonville  Railway  Com- 
pany of  1879  at  the  date  of  the  consolidation,  which  were  taken  up  by  the 
carrier  without  closing  the  old  accounts.  The  value  of  these  items  at  that 
date  Is  stated  in  the  records,  but  at  June  30,  1903,  they  were  recorded  as 
already  detailed,  summarized  as  follows : 

Traffic  and  car-service  balances  payable  assumed,  recorded  value 
June  30,  1903    $1,456.49 

Current  and  other  assets,  other  than  road  and  equipment,  taken  over, 

recorded  value  June  30,  1903   21, 189. 92 
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The  above  may  Include  some  part  of  the  cost  to  the  Greenwich  &  Johnsonville 
of  certain  lands,  partly  carrier  and  partly  noncarrier,  reported  by  the  Green- 
wich &  Johnsonville  with  original  costs  of  $1,200,  found  to  be  supported  by 
accounts,  and  $7,725  not  so  supported,  for  the  charges  to  miscellaneous  physical 
property  do  not  entirely  cover  the  reported  cost  of  this  land.  The  records  of 
the  Greenwich  &  Johnsonville  do  not  show  an  assignment  of  the  costs  as  be- 
tween the  Greenwich  &  Johnsonville  and  the  noncarrier  portions  of  this  land. 
The  miscellaneous  physical  property  account  on  date  of  valuation  showed  a 
balance  of  $5,635.83,  which  covered  land  and  tenements  thereon,  and  which 
was  nearly  the  same  as  the  like  balance  for  The  Greenwich  &  Johnsonville 
Railway  Company  of  1879  on  June  30,  1903,  namely,  $5,088.35.  The  examina- 
tion of  the  road  and  equipment  investment  account  of  the  Greenwich  & 
Johnsonville  did  not  disclose  any  credit  items  to  cover  retirements  of  property 
represented  by  the  above  expenditures,  other  than  the  $5,246.76  detailed  above. 
It  can  not  be  stated  that  no  other  property  was  retired. 

ORIGINAL  COST  TO  DATE 

The  obtainable  data  as  to  the  recorded  expenditures  by  the  Greenwich  & 
Johnsonville  and  by  The  Greenwich  &  Johnsonville  Railway  Company  of  1879 
In  creating  and  improving  the  property  include  only  data  on  the  expenditures 
by  The  Greenwich  &  Johnsonville  Railway  Company  of  1879  for  additions  and 
betterments  to  the  property  acquired  from  The  Greenwich  &  Johnsonville  Rail- 
way Company  of  1866,  and  on  the  expenditures  by  the  Greenwich  &  Johnson- 
ville for  completing  construction  of  the  BattenkiU  Railroad  and  for  additions 
and  betterments  to  all  of  the  property  acquired  by  the  consolidation  in  1903. 
These  data  are  summarized  as  follows : 

Road : 

Recorded  money  expenditures — 

By  the  Greenwich  &  Johnsonville  $216, 253. 50 

By  The  Greenwich  &  Johnsonville  Railway 

Company  of  1879   866,470.01 

  $582, 723. 51 

Interest  charges  by  Greenwich  &  Johnsonville   2,750.00 

Funded  debt  issued  by  Greenwich  &  Johnsonville  at  par  value.     13, 000. 00 

Total   598,473.51 

Less  the  unknown  part  included  in  any  of  the  above  expendi- 
tures of  the  unknown  cost  of  road  retired  by  the  Greenwich  & 

Johnsonville,  entire  retirement  credited  at   4,576.76 

Balance   593, 896. 75 

Equipment : 

Verified  costs  of  8  out  of  13  units  of  equipment  reported  by  the 
Greenwich  &  Johnsonville,  nature  of  expenditure  not  shown.     31, 047. 80 

Total  -—    624,944.04 

While  the  expenditure  for  constructing  the  property  of  the  BattenkiU  Rail- 
road and  The  Greenwich  and  Johnsonville  Railway  Company  of  1866  is  not 
known,  the  considerations  given  in  acquiring  those  properties  were  as  here 
stated.  The  Greenwich  &  Johnsonville  Issued  capital  stock  of  $75,000  par 
value  In  exchange  for  an  equal  par  value  of  the  capital  stock  of  the  BattenkiU 
Railroad  in  acquiring  the  property  of  the  latter  in  the  consolidation  of  August 
12,  1903.  But  the  Greenwich  &  Johnsonville  charged  only  $36,744.66  to  its 
road  and  equipment  Investment  account,  the  discount  of  $38,255.34  being  charged 
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to  its  profit  and  loss  account.  The  road  of  the  Battenkill  Railroad  was  In 
process  of  construction  on  August  12,  1903.  The  recorded  outlay  of  The  Green- 
wich and  Johnsonvllle  Railway  Company  of  1879  In  acquiring  the  property  of 
The  Greenwich  and  Johnsonvllle  Railway  Company  of  1806  under  foreclosure 
and  sale  proceedings  was  $118,000  par  value  of  the  latter's  capital  stock, 
recorded  at  its  par  value,  and  $14,500  in  cash,  of  which  latter  amount  $7,000 
was  attributable  to  road  and  $7,500  to  equipment. 

Cost  of  roadway  machines  and  shop  machinery. — The  Greenwich  &  John- 
sonvllle reported  14  units  of  roadway  machines  on  hand  with  costs  of  $400. 
It  also  reported  shop  machinery  with  costs  of  $133.  The  costs  reported  for 
roadway  machines  are  estimates  of  the  Greenwich  &  Johnsonvllle  and  are  not 
supported  by  the  accounting  records.  Of  the  costs  reported  for  shop  ma- 
chinery, but  $61.20  are  supported  by  the  records,  the  balance  being  estimated 
by  the  Greenwich  &  Johnsonvllle. 

Cost  of  equipment.— The  Greenwich  &  Johnsonvllle  reports  13  units  of  equip- 
ment with  costs  of  $41,824.49.  Of  this  amount,  $31,047.89  is  supported  by  the 
accounting  records,  the  balance  representing  the  estimate  of  the  Greenwich 
A  Johnsonvllle.   A  summary  of  the  equipment  follows. 


Costs  supported 
by  accounts 

Costs  estimated  by 
Orwmwich  A 
Johnson  vflle 

Units 

Amount 

Units 

A  in  otin  t 

2 
2 
4 



$15,608.40 
BIO.  87 
14. 82a  62 



1 
3 

 i" 

$8,02«.fi0 
1,  250.  00 

------------ 

l.fOO.00 

8  |   81,047.89  5 

10, 770.  GO 

Cost  of  lands.— The  Greenwich  A  Johnsonvllle  reported  lands  owned  and 
used  with  total  costs  of  $68,631.37.  In  verifying  the  returns,  estimated  costs 
aggregating  $9,072.70  have  been  disallowed,  leaving  $59,558.07,  classified  as 
follows : 


Supported 

costs 


Lands  devoted  wholly  to  carrier  purposes,  owned  and  used   $38,814.70 

llights  In  private  lands  

Lands  partly  used  fur  carrier  an d  partly  held  for  noncarrier  purposes,  owned  end 

1, 200.00 


Total. 


40,014.70 


Estimated 


$11, 77*.  07 
40.00 

7,725.00 


10,543.97 


MISCELLANEOUS  PHYSICAL  PROPERTY 

The  balance  in  the  miscellaneous  physical  property  account  of  the  Greenwich 
A  Johnsonvllle  on  date  of  valuation  was  $5,035.83.  An  analysis  of  this  bal- 
ance was  not  obtained.  Attention  is  also  directed  to  that  portion  of  the 
section  on  investment  in  road  and  equipment  covering  land  with  claimed 
costs  of  $8,925,  classified  as  devoted  partly  to  carrier  and  partiy  to  non- 
carrier  purposes. 

LEASED  RAILWAY  PROPERTY 


The  Greenwich  A  Johnsonvllle  grants  the  use  of  0.6  mile  of  track  between 
Thomson  and  Liberty,  N.  Y.,  to  the  Hudson  Valley  Railway  Company  at  an 
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annual  rental  of  $2,000,  which  is  covered  by  an  agreement  dated  January 
19,  1011. 

Order 

Entered  November  £, 1926 

Valuation  Docket  No.  296 

The  Cooperstown  and  Charlotte  Valley  Rail-Road  Company  and  The  Coopers- 
town  &  Susquehanna  Valley  Rail  Road 

THE  COOPERATION  AND  CHARLOTTE  VALLEY  RAIL-ROAD  COMPANY 
(COOPERSTOWN  AND  CHARLOTTE  VALLEY) 

Location  and  general  description  of  property— The  railroad  of 
The  Cooperstown  and  Charlotte  Valley  Rail-Road  Company,  here- 
inafter called  the  Cooperstown  and  Charlotte  Valley,  is  a  single- 
track  standard-gauge  steam  railroad,  located  in  the  south-central 
part  of  New  York.  The  owned  mileage  extends  westwardly  from  a 
point  near  West  Davenport  to  Hemlocks,  a  distance  of  1.231  miles. 
The  Cooperstown  and  Charlotte  Valley  also  owns  yard  and  side 
tracks  totaling  0.014  mile.  Its  road  thus  embraces  1.245  miles  of  all 
tracks  owned.  The  property  is  operated  by  its  own  organization. 
A  summary  of  the  mileage  owned  and  used,  and  used  but  not  owned, 
by  the  Cooperstown  and  Charlotte  Valley  follows : 


Main 
track 

Yard  and 

side  tracks 

All  tracks 

MUe$ 
1.231 

20.003 

1.231 
21.234 

MiUt 
0,014 

2.833 

0.014 
2.847 

1.245 

22.835 

1.245 
34.081 

Used  but  not  owned,  leased  from  the  Cooperstown  <fc  Susquehanna 

In  Appendix  1  will  be  found  a  general  description  of  the  property 
of  the  Cooperstown  and  Charlotte  Valley. 

Jointly  used  property. — The  Cooperstown  and  Charlotte  Valley 
has  no  jointly  owned  and  used  property. 

Traffic  connections.— The  railroad  operated  by  the  Cooperstown 
and  Charlotte  Valley  connects  near  West  Davenport  with  the  line 
of  The  Ulster  &  Delaware  Railroad  Company,  and  at  Cooperstown 
Junction  with  the  line  of  the  carrier. 

Physical  conditions  affecting  construction. — The  territory  trav- 
ersed by  the  railroad  of  the  Cooperstown  and  Charlotte  Valley  is 
gently  rolling  in  character. 

Economic  conditions  relating  to  traffic. — The  principal  traffic  of 
the  Cooperstown  and  Charlotte  Valley  is  derived  from  the  products 
of  farms. 
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Corporate  history. — The  Cooperstown  and  Charlotte  Valley  was 
incorporated  April  13,  1891,  through  filing  with  the  secretary  of 
state  of  New  York  an  agreement  for  the  consolidation  of  the  prop- 
erties, etc.,  of  The  Cooperstown  and  Charlotte  Valley  Railroad 
Company  (of  1888)  and  of  the  West  Davenport  Rail  Road  Com- 
pany. It  was  incorporated  for  the  purpose  of  completing  con- 
struction, managing,  and  operating  the  roads  of  the  respective  com- 
panies. It  was  organized  April  15,  1891,  and  has  its  principal  of- 
fice at  New  York.  The  detailed  facts  as  to  the  development  of  the 
fixed  physical  property  are  given  in  Appendix  2. 

History  of  corporate  financing,  capital  stock,  and  long-term 
debt. — The  Cooperstown  and  Charlotte  Valley  has  issued  a  total  of 
$45,000  in  capital  stock,  all  of  which  was  outstanding  on  date  oi 
valuation.  It  has  also  issued  or  assumed  and  retired,  to  date  of  valua- 
tion, $244,853.86  in  short-term  notes.  The  Cooperstown  and  Char- 
lotte Valley  is  controlled  by  the  carrier  through  ownership  of  its 
entire  outstanding  capital  stock.  The  purposes  for  which  the  cap- 
ital securities  were  issued  and  the  apparent  considerations  received 
therefor,  and  other  facts  pertinent  to  the  capitalization  of  the 
Cooperstown  and  Charlotte  Valley  are  given  in  Appendix  2. 

Gross  and  net  earnings  of  The  Cooperstown  and  Charlotte 
Valley. — The  results  of  corporate  operations  of  The  Cooperstown 
and  Charlotte  Valley  for  the  periods  from  April  13, 1891,  to  June  30, 
1904,  taken  from  The  Cooperstown  and  Charlotte  Valley's  records, 
and  from  July  1,  1904,  to  date  of  valuation,  compiled  from  reports 
submitted  to  us,  are  stated  in  detail  in  Appendix  2,  and  summarized 
as  follows: 


Oross  revenues  (railway  operating  revenues)  

Operating  expenses  (railway  operating  expenses)  

Resulting  in  net  earnings  (net  revenue  from  railway  operations)  of... 
Daring  the  same  period  taxes  assessed  (railway  tax  accruals)  amounted  to... 

Resulting  in  net  income  from  railway  operations  (railway  operating 

income)  of.  

In  addition  to  this  there  was  Income  from  nonoperating  sources  (nonoper- 
atlng  income)  of.    --   


Resulting  in  pross  income  for  the  period  (: 
Daring  this  period  rents  (chargeable  to 
amounted  to. ........................... 


income)  of.  

from  gross  income) 


Resultinn  in  amount  available  for  payment  of  interest  and  dividends 
and  for  other  corporate  purposes  (chargeable  to  deductions  from 
'  of!   


Apr.  13, 1891, 
to  June 
30,  1SW4 

July  1,1904, 

to  date 
of  valuation 

SGfiO  455  fi2 

608,550. 12 

$468,305.46 
354, 158. 16 

151,905.80 
21, 09ft.  39 

114,147.30 
24.  205.09 

129,009.11 

89,041.31 

6,325. 81 

60.  390.  44 

135,234.92 

150,331.75 

118,816.99 

128.661.68 

16,417.93 

21. 67a  17 

No  dividends  have  been  paid  by  the  Cooperstown  and  Charlotte 
Valley. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
Cooperstown  and  Charlotte  Valley,  as  showing  its  financial  condition 
on  date  of  valuation,  follows: 
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Investments : 

Investment  in  road. 


Improvements  on  leased  railway  property  

Total  

Deferred  assets,  other  deferred  assets  

Unadjusted  debits,  other  unadjusted  debits  


$70,  099.  89 
41,282.  01 

 $111,381.00 

  033. 25 

  1.4K 


Grand  total   112, 310.  03 


LIABILITIES 

Stock,  capital  stock  

Current  liabilities: 

Miscellaneous  accounts  payable  

Other  current  liabilities  


  45, 000.  00 


SG6, 501. 00 
27.50 


Total   66,  529.  40 

Unadjusted  credits,  other  unadjusted  credits   5, 38a  77 


Total  liabilities-    - 

Corporate  surplus,  profit  and  loss,  debit  balance  


116, 918. 17 
4, 601.  51 


Total  after  deducting  deficit   112,316.63 

Investment  in  road  and  equipment, — The  Cooperstown  and  Char- 
lotte Valley  owns  no  equipment.  The  investment  in  road,  including 
land,  on  date  of  valuation,  is  stated  in  its  books  to  be  $70,099.89.  If 
certain  readjustments  were  made,  as  detailed  in  Appendix  2,  this 
amount  would  be  decreased  to  $39,829.89,  consisting  wholly  of  money 
outlay. 

Original  cost  to  date. — The  original  cost  to  date  of  the  common- 
carrier  property  of  the  Cooperstown  and  Charlotte  Valley  can  not  be 
ascertained  owing  to  the  inadequacy  of  the  records.  The  obtainable 
data  on  the  outlay  appears  in  the  investment  in  road,  the  details  of 
which,  by  primary  accounts,  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation,  other  than  land,  wholly  owned  and  used  and  used  but 
not  owned  by  the  Cooperstown  and  Charlotte  Valley,  are  as  follows: 


Classification 

\  i 

Wholly  owned  and  used  ...... 

Uaed  but  not  owned,  leased  from  tue  Cooperstown  and  Susquehanna  Valley....  

Total  owned  

Total  used  


Cost  of 

Cost* 
reproduc- 
tion less 
depreda- 
tion 

reproduc- 
tion 
new 

■  .  '- f 

$18,298 

114,209 
478.230 

sac 

14.209 
W0.439 
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These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets,  which  are  a  part  of  Appendix  1. 

Cost  of  lands,  rig  fits  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value— The  Cooperstown  and  Char- 
lotte Valley  owns  and  uses  for  its  purposes  as  a  common  carrier  14.07 
acres  of  land,  with  a  present  value  of  $4,300.20.  The  total  original 
cost  of  these  lands  can  not  be  ascertained.  Data  respecting  original 
cost  will  be  found  in  Appendix  2.  The  area  and  present  value  of 
lands  owned  and  used  and  used  but  not  owned  by  the  Cooperstown 
and  Charlotte  Valley  are  as  follows: 


Classification 

Acros 

Present 
valoe 

14.07 

*4.  300. 20 

Used  but  not  owned,  leased  from: 

Cooperstown  and  Susqueh&noa  Vnllcy    

173.38 
8.0fl 
.32 

29,599.06 
147.00 

2m  oo 

Carrier.  

Tot&l  lciis^f-l«*» 

To  til]  owned.                    -  -  -  --  --  ---------  -  -•-------•-•----»—---•-«•-«•-»--  -  - 

181. 76 

30,026.98 

14.07 
196.83 

Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  Cooperstown  and  Charlotte  Valley  owns  34.61  acres  of  land 
classified  by  us  as  noncarrier,  with  a  present  value,  including  the 
value  of  improvements  thereon,  of  $821.68.  The  total  original  cost 
of  these  lands  can  not  be  ascertained.  Data  respecting  original 
cost  will  be  found  in  Appendix  2. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  Cooperstown  and  Charlotte  Valley  and  classified  by  us 
as  noncarrier,  6.63  acres,  with  a  present  value  of  $134.80,  were  ac- 
quired through  aids,  the  title  to  this  land  being  conveyed  by  deeds 
reciting  nominal  considerations  only.  The  value  of  this  land  at  the 
time  acquired  can  not  be  determined. 

Materials  and  supplies.— The  Cooperstown  and  Charlotte  Valley 
had  no  materials  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  contained 
herein,  including  appreciation,  depreciation,  going-concern  value,  and 
all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value  for  rate-making  purposes  of  the  property 
of  the  Cooperstown  and  Charlotte  Valley  owned  and  used  and  used 
but  not  owned,  devoted  to  common-carrier  purposes,  is  found  to  be  as 
follows: 
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Wholly  owned  and  used  $26, 000 

Used  but  not  owned,  leased  from — 

Cooperstown  &  Susquehanna  Valley  515,000 

Carrier,  lands  only,  present  value   147 

Private  parties,  lands  only,  present  value   280 

Total  leased  515,427 

Total  owned   26,000 

Total  uaed   541, 427 

■ 

THE  COOPERSTOWN  <fe  SUSQUEHANNA  VALLEY  RAILROAD  COMPANY 

Location  and  general  description  of  property. — The  railroad  of 
The  Cooperstown  &  Susquehanna  Valley  Railroad  Company,  here- 
inafter called  the  Cooperstown  &  Susquehanna  Valley,  is  a  single- 
track  standard-gauge  steam  railroad  located  in  the  south-central 
part  of  New  York.  The  owned  mileage  extends  northwardly  from 
Hemlocks,  south  of  Cooperstown  Junction,  to  Cooperstown,  a  dis- 
tance of  20.003  miles.  The  Cooperstown  &  Susquehanna  Valley  also 
owns  yards  and  side  tracks  totaling  2.833  miles.  Its  road  thus 
embraces  22.836  miles  of  all  tracks  owned.  In  Appendix  1  will  be 
found  a  general  description  of  the  property  of  the  Cooperstown  & 
Susquehanna  Valley. 

Jointly  used  property. — The  Cooperstown  &  Susquehanna  Valley 
has  no  jointly  owned  and  used  property. 

Traffic  connections. — The  traffic  connections  are  shown  in  the  text 
of  the  report  upon  the  Cooperstown  and  Charlotte  Valley. 

Physical  conditions  affecting  construction. — In  the  text  of  the 
report  upon  the  Cooperstown  and  Charlotte  Valley  is  a  statement 
as  to  the  topography,  as  affecting  the  construction  of  the  Coopers- 
town and  Charlotte  Valley's  railroad,  which  is  applicable  to  the 
Cooperstown  &  Susquehanna  Valley. 

Economic  conditions  relating  to  traffic. — Information  with  respect 
to  this  subject  will  be  found  in  the  text  of  the  report  upon  the 
Cooperstown  and  Charlotte  Valley. 

Corporate  history. — The  Cooperstown  &  Susquehanna  Valley  was 
incorporated  February  25,  1865,  under  the  general  laws  of  New 
York.  The  purpose  of  the  incorporation  was  to  construct  and  op- 
erate a  railroad  in  the  county  of  Otsego  from  Cooperstown  to 
Cooperstown  Junction,  and  to  connect  with  the  line  of  The  Albany 
and  Susquehanna  Railroad  Company  at  the  last-named  point.  The 
Cooperstown  &  Susquehanna  Valley  was  subsequently  authorized  to 
extend  its  line  in  a  southerly  direction  to  Hemlocks,  by  an  amend- 
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ment  to  the  original  articles  of  incorporation.  Its  organization  was 
perfected  May  2,  18G5.  Its  principal  office  is  located  at  New  York. 
The  detailed  facts  as  to  the  development  of  the  fixed  physical  prop- 
erty are  given  in  Appendix  2. 

History  of  corporate  financing,  capital  stock,  and  long-term  debt. — 
The  Cooperstown  &  Susquehanna  Valley  has  issued  a  total  of  $647,- 
400  in  stocks  and  bonds,  of  which  $507,400  was  outstanding  on  date 
of  valuation.  Of  the  securities  outstanding,  $307,400  are  in  common 
stock  and  $200,000  in  first-mortgage  bonds.  The  Cooperstown  & 
Susquehanna  Valley  is  controlled  by  the  carrier  through  ownership 
of  a  majority  of  the  outstanding  capital  stock.  The  purposes  for 
which  the  capital  securities  were  issued  and  the  apparent  considera- 
tions received  therefor,  and  other  facts  pertinent  to  the  capitaliza- 
tion of  the  Cooperstown  &  Susquehanna  Valley,  are  given  in 
Appendix  2. 

Gross  and  net  earnings  of  the  Cooperstown  <&  Susquehanna  Val- 
ley.— The  income  account  of  the  Cooperstown  &  Susquehanna  Valley 
is  divided  between  the  period  July  14,  1869,  to  December  31,  1881), 
as  shown  in  its  accounting  records,  and  the  period  from  January  1, 
1890,  to  date  of  valuation,  as  compiled  from  the  annual  reports  of 
the  Railroad  Commission  of  New  York  and  the  annual  reports  sub- 
mitted by  the  Cooperstown  &  Susquehanna  Valley  to  us.  The  result 
for  the  periods  stated  are  shown  in  detail  in  Appendix  2,  and  ore 
summarized  as  follows: 


July  14,  I860, 
to  Dec.  81, 
1889 

Jan.  1,  1890, 
to  date  of 
valuation 

$725, 134.  59 
482,763.90 





242,370. 09 
4,  545.09 

237,  825.  60 
lfi,  800.  73 

$228,  477.  24 

254,  626  33 
254. 6%  33 

228,477.24 
228,477.24 

Gross  earnings  (railway  operating  revenues)  

Operating  expenses  (railway  operating  expenses) . 


Resulting  In  net  earnings  (net  revenue  from  railway  operations)  of... 
the  same  period  taxes  assessed  (railway  tax  accruals)  amounted  to.. 


Resulting  In  i 

Income)  of.. 
In  addition 
come)  of.. 


railway  operations  (railway  operating 
from  nonoperating  sources  (nonoperating  in- 


Resulting  In  gross  Income  for  tbo  period  (ctoss  income)  of   

Resulting  in  an  amount  for  the  payment  of  interest  and  dividends,  and 
for  other  corporate  purposes  (chargeable  to  deductions  from  gross  in- 
come and  to  disposition  of  net  income)  of..  .......  ........... 


No  dividends  have  been  paid  by  the  Cooperstown  &  Susquehanna 
Valley. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
Cooperstown  &  Susquehanna  Valley,  as  showing  its  financial  condi- 
tion on  date  of  valuation,  follows: 
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ASSKTS 


Investments,  Investment  In  road  and  equipment 

Current  assets,  rents  receivable  

Deferred  assets,  other  deferred  assets  


$481, 908. 15 
1,606.67 
25, 144. 89 


Total 


508,  809.71 


LIABILITIES 


Stock,  capital  stock  T  

Long-term  debt,  funded  debt  unmatured  

Current  liabilities,  unmatured  Interest  accrued 


307. 400. 00 
200, 000. 00 
1,066.67 


Total  liabilities—  _  

Corporate  surplus,  profit  and  loss,  debit  balance  


.'09.  006.  67 
256.98 


Total,  after  deducting  deficit   508, 809. 71 

Investment  in  road  and  equipment. — The  investment  in  road  and 
equipment,  including  land  on  date  of  valuation,  is  stated  in  the 
books  of  the  Cooperstown  &  Susquehanna  Valley  to  be  $481,998.15. 
If  certain  readjustments  were  made,  as  detailed  in  Appendix  2,  this 
amount  would  be  increased  to  $566,918.15,  of  which  $37,800  consists 
of  securities  issued.  The  money  value  of  these  securities  at  the  time 
of  entry  upon  the  books  of  the  Cooperstown  &  Susquehanna  Valley 
is  not  known  and  can  not  be  ascertained. 

Original  cost  to  date. — The  original  cost  to  date  of  valuation  of  the 
common-carrier  property  owned  by  the  Cooperstown  &  Susquehanna 
Valley  can  not  be  ascertained  owing  to  the  inadequacy  of  the  ac- 
counting records.  The  obtainable  data  on  the  outlay  appears  in  the 
investment  in  road  and  equipment,  the  details  of  which,  by  primary 
accounts,  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction,  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less  de- 
preciation of  all  common-carrier  property,  other  than  land,  wholly 
owned  by  the  Cooperstown  &  Susquehanna  Valley  and  leased  to  the 
Cooperstown  &  Charlotte  Valley  are  $597,538  and  $476,230,  respec- 
tively. These  amounts,  classified  in  conformity  with  the  classification 
of  expenditures  for  road  and  equipment  as  prescribed  by  us,  are 
shown  in  the  summary  sheets,  which  are  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  valve.— The  Cooperstown  &  Susque- 
hanna Valley  owns  173.38  acres  of  lands  which  are  leased  to  the 
Cooperstown  &  Charlotte  Valley  for  common-carrier  purposes,  with 
a  present  value  of  $29,599.98.  The  total  original  cost  of  these  lands 
can  not  be  ascertained,  as  the  accounting  records  are  not  obtainable. 
Data  respecting  original  cost  will  be  found  in  Appendix  2. 
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Property  held  for  purposes  other  than  those  of  a  common  carrier. — 
The  Cooperstown  &  Susquehanna  Valley  owns  36.38  acres  of 
lands,  with  a  present  value,  including  the  value  of  improvements 
thereon,  of  $961.30,  which  have  been  classified  by  us  as  noncarrier. 
The  total  original  cost  of  these  lands  can  not  be  ascertained,  as 
the  accounting  records  are  not  obtainable.  Data  respecting  original 
cost  will  be  found  in  Appendix  2.  On  lands  used  for  carrier  pur- 
poses are  noncarrier  structures  with  a  present  value  of  $3,125. 

Aid 8,  gifts,  grants  of  riglUs  of  way,  and  donations. — The  Coopers- 
town  &  Susquehanna  Valley  owns  certain  carrier  and  noncarrier 
lands  which  it  acquired  through  aids.  The  area  and  present  value 
of  these  lands  are  as  follows : 


Classification 

Acres 

Present 
value 

Owned  and  leased  to  the  Cooperstown  and  Charlotte  Valley  

5.97 
3. 67 

$12,366.02 
83.85 

The  foregoing  totals  are  included  in  the  preceding  summaries  of 
the  present  value  of  lands  owned  by  the  Cooperstown  &  Susquehanna 
Valley.  The  value  of  these  lands  at  the  time  acquired  can  not  be 
determined. 

Materials  and  supplies. — The  Cooperstown  &  Susquehanna  Valley 
had  no  materials  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  the  facts  contained 
herein,  including  appreciation,  depreciation,  going-concern  value,  and 
all  other  matters  which  appear  to  have  a  bearing  upon  the  value 
here  reported,  the  value  for  rate-making  purposes,  of  the  property  of 
the  Cooperstown  &  Susquehanna  Valley  owned  but  not  used,  leased 
to  the  Cooperstown  &  Charlotte  Valley  for  common-carrier  pur- 
poses, is  found  to  be  $515,000. 

IN  GENERAL 

With  respect  to  each  of  the  foregoing  carriers  embraced  in  this 
proceeding,  in  addition  to  the  other  matters  stated,  the  following 
paragraphs  apply  as  a  part  of  each  of  the  respective  tentative  valu- 
ations : 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  appen- 
dixes 1  and  2.  Appendix  1  gives  the  explanatory  text  and  summary 
sheets  showing  the  classification  of  the  cost  of  reproduction  new  and 
cost  of  reproduction  less  depreciation  above  set  forth,  in  conformity 
with  the  classification  of  expenditures  for  road  and  equipment  pre- 
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scribed  by  us.  Appendix  2  shows  further  details  as  to  the  develop- 
ment of  fixed  physical  property,  history  of  capital  financing,  results 
of  corporate  operations,  investment  in  road  and  equipment,  original 
cost  to  date,  leased  railway  property,  and  improvements  on  leased 
railway  property ;  excepting  those  features  treated  in  the  text  of  the 
report. 

Reference  is  made  to  Appendix  3  of  the  report  in  Texas  Midland 
Railroad,  75  I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for 
a  statement  of  the  methods  employed  and  of  the  reasons  for  the 
differences  between  the  various  cost  values  reported. 

The  engineering,  land,  and  accounting  reports,  copies  of  which 
have  been  furnished  to  interested  parties,  give  the  details  respecting 
the  figures  here  reported  and  are  on  file  in  the  Bureau  of  Valuation 
of  the  commission,  open  to  public  inspection,  and  subject  to  the 
direction  of  Congress,  and  these  reports  are  referred  to  for  greater 
particularity  as  to  the  matters  herein  stated. 

APPENDIX  l 

Tbm  Cooperstown  and  Charlotte  Valley  and  the  Cooperstown  &  Susque- 
hanna Valley 

road 

The  roadbed  grading  quantities  average  about  27,000  cubic  yards  of  excava- 
tion  per  mile  of  road.  The  principal  materials  encountered  are  clay,  sand, 
gravel,  bowlders,  and  a  little  ledge  rock.  The  main  line  track  is  largely  laid 
with  rail  weighing  80  pounds  per  yard.  With  the  exception  of  a  substantial 
brick  passenger  station  and  a  brick  roundhouse  at  Cooperstown,  the  buildings 
are  all  of  simple  frame  construction.  The  Cooperstown  and  Charlotte  Valley 
owns  and  operates  a  telegraph  line  consisting  principally  of  wires  strung  upon 
poles  belonging  to  The  Western  Union  Telegraph  Company,  none  of  whose 
property  is  included  In  the  reproduction  costs  of  this  report 

• 

EQUIP  KENT 

The  Cooperstown  and  Charlotte  Valley  and  its  leased  line  own  no  equipment 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Four  per  cent  on  accounts  3  to  47,  inclusive,  has  been  estimated  for  engineer- 
ing. General  expenditures,  exclusive  of  interest  have  been  estimated  on  the 
basis  of  1.5  per  cent  upon  road  accounts  1  to  47,  exclusive  of  account  2.  Interest 
during  construction  has  been  estimated  for  one-hnlf  the  construction  periods 
shown  below,  plus  three  months,  at  the  rate  of  6  per  cent  per  annum  on  all 
road  and  general-expenditures  accounts,  excepting  accounts  2  and  76. 

Construction  period*. — The  construction  periods  have  been  estimated  as  fol- 
lows :  The  Cooperstown  and  Charlotte  Valley,  6  months ;  the  Cooperstown  * 
Susquehanna  Valley,  12  months. 
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The  Cooperstown  and  Charlotte  Valley,  wholly  owned  and  used 


Classes 


Cost  of  re- 
production 


Cast  of  re- 
production 


i 

3 

e 

8 
9 

10 

11 

12 
13 
15 
38 


71 
72 
73 

It 

77 


I.  ROAD 

Engineering......  

Grading  

Bridges,  trestles,  and  culverts  .  

Ties  

Rails  

Other  track  material  

Ballast  

Tracklaylng  and  surfacing  

Right-of-way  fences  

Crossings  and  signs....  

Roadway  small  tools  

Total,  1,  and  3  to  47,  Inclusive  

in.  GENERAL  EXPENDITURES 

Organitatlon  expenses. 
General  officers  and 

Law  

c 

i 
< 

Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  Inclusive. 


$673 
6,862 
1.075 
2,772 
2,904 
415 
954 
1.978 
680 
172 
18 


974 
1,380 
2,149 
265 
716 
1,266 
174 
115 
9 


17,503 


13,589 


410 


795 
18^298 


14,209 


The  Cooperstown  and  Charlotte  Valley,  used  but  not  owned,  leased  from  the 

Cooperstown  &  Susquehanna  Valley 


T 


1 

3 
« 
I 
<•< 
10 
11 
12 
13 
15 
16 
17 
18 
20 
26 
38 


71 

72 
73 
74 
75 
77 
7t, 


I.  ROAD 


Engineering. 


Grading  —  

Bridges,  trestles,  and  culverts. 

Ties  

Rails  

Other  track  material  .  ... 

Ballast  


Cost  of  re- 
production 
new 


Traiklaying  and  surfacing  . 

Right-of-way  fences   

Crossings  and  signs  

Station  and  office  buildings  

Roadway  buildings  

Water  stations  

Shops  and  engine  houses  

i  Telegraph  and  telephone  lines. 
Roadway  small  tools  


Total,  I,  and  3  to  47,  inclusive. 


ID.  GENERAL  EXPENDITURES 


Organization  expenses  

General  officers  and  clerks. ... 

Law   .  

Stationery  and  printing  

Taxes  

Other  expenditures,  general. . 
Interest  during  construction.. 


Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  inclusive.. 


$21,668 
167.  201 
80,  383 
54,  679 
64,673 
14.681 
23,855 
40,  416 
11,236 
4,622 
51,  195 
1,164 
3.066 
14,  218 
889 
321 


Cost  of  re- 
production 
less  depre- 
ciation 


563,  357 

448.885 

8.450 

6,760 

25,731 

20.585 

31. 181 

27.  345 

507,538 

476,230 

$21,668 
166,  807 
64,903 

27.  340 
59,  155 
10,  931 
15,018 

28.  >\:>S 
4,717 
2,984 

38  S31 
658 
1.692 
4,614 
511 
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APPENDIX  2 
The  Cooperstown  and  Charlotte  Vallet 
development  of  fixed  physical  property 

The  railroad  owned  by  the  Cooperstown  and  Charlotte  Valley  on  date  of 
valuation  was  acquired  from  The  Cooperstown  and  Charlotte  Valley  Railroad 
Company  (of  1888)  under  the  agreement  of  consolidation  effective  April  13, 
1801.  Construction  was  begun  some  time  during  the  year  1891  and  the  road 
placed  In  operation  on  April  13  of  that  year. 

HISTORY  OF  CAPITAL  FINANCING 

The  records  of  the  Cooperstown  and  Charlotte  Valley  disclose  no  syndicating 
transactions.  The  authorized  capital  stock  wns  $45,000  par  value,  divided  into 
sharps  of  $100  each,  and  classed  as  common  stock,  all  of  which  was  outstanding 
at  date  of  valuation.  In  accordance  with  the  articles  of  consolidation  the 
Cooperstown  and  Charlotte  Valley  issued  $14,560  of  Its  capital  stock  in  ex- 
change for  a  like  amount  of  the  capital  stock  of  The  Cooperstown  and  Char- 
lotte Valley  Railroad  Company  (of  1888).  In  July,  1805,  there  was  Issued  to 
the  directors  $30,270  par  value  of  capital  stock  "  for  services  In  construction  of 
road  from  1888  to  1804,"  which  was  charged  to  Investment  in  road  and  equip- 
ment. The  remaining  1.7  shares  were  sold  for  $170  cash.  The  Cooperstown  and 
Charlotte  Valley  Issued  short-term  notes  aggregating  $244,853.86,  all  of  which 
were  retired.  The  considerations  given  in  the  Issues  and  retirements  consisted 
of  cash. 

RE8ULTS  OF  CORPORATE  OPERATIONS 

Income  account. — The  income  account  of  the  Cooperstown  and  Charlotte  Val- 
ley for  the  year  ended  on  date  of  valuation,  and  for  the  period  April  13,  1891, 
to  date  of  valuation,  follows:  The  statement  has  been  divided  between  the 
period  April  13,  1891,  to  June  30,  1904,  as  recorded  from  the  accounting  records 
of  the  carrier,  and  the  period  July  1,  1904,  to  date  of  valuation,  as  compiled 
from  its  annual  reports  to  us. 


Yew 

Apr.  13. 1881, 
to  June  30, 
1904 

July  1,  1904, 
ltd  fa  of 
valuation 

Operating  Income: 

Railway  operating  revenues  

$53.  956.  31 
U,  7S7. 44 

$6*0.455.62 
106. 550. 12 

$468,305.46 
354.158.16 

Railway  operating  expenses  

Net  revenue  from  railway  operations  

Net  deficit  from  railway  operations  

8.831. 13 

151,905.50 

114, 147.30 

Railway  tax  accruals  

3.984  45 

21. 99ft.  39 

24.205  99 

129,909.11 

89,941.31 

Railway  operating  deficit  

12.815.  58 

Nonor  orating  income: 

Miscellaneous  rent  Income  

587.12 

6,285.27 
4a  54 

3,568.79 

Income  from  unfunded  securities  and  accounts  

Contributions  from  other  companies   

23. 774.  09 

56.820.65 

Total  

04.362. 11  1        5.325.  81 

60,390.44 

Oross  Income  

ii,  m*  n 

135.234.90 

150,331.75 

Deductions  from  gross  Income: 

Hire  of  equipment  

1.MA.53 
10. 00a  00 

8,661.38 

120,00a  00 

Rent  of  leased  reads  

118.  81ft.  99 

26,788.76 
04.33 

Interest  on  funded  debt  

Interest  on  unfunded  debt  

Income  transferred  to  other  companies  ................ 

ji.  670  17 

Total  

11.  544. 53 

145. 670. 08 

18a331  71 

Income  balance  transferred  to  debit  of  profit  and  loss  

10.435.  lfi 
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Profit  and  loss  account. — The  profit  and  loss  account  of  the  Cooperstown  and 
Charlotte  Valley  on  date  of  valuation  follows : 

Credits: 

Credit  balance  transferred  from  books  of  the  Cooperstown  and 

Charlotte  Valley  Railroad  Company  (of  1888)   $6,036.11 

Other  credits   219.  56 

Total     6,254.67 


Debits: 

Net  debit  balance  transferred  from  income  

Miscellaneous  debits,  other  debits  


10, 435. 16 
421.05 


Total  


  10,  856.  21 


Debit  balance  on  date  of  valuation. 


4,001.54 


INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  Cooperstown  and  Charlotte  Valley  owns  no  equipment  On  date  of 
valuation  the  road  Investment  account  showed  a  balance  of  $70,099.89,  which 
had  been  established  as  follows: 


Property  acquired,  that  of  The  Cooperstown  and  Charlotte  Valley 
Railroad  Company  (of  1888),  balance  in  the  road  and  equipment 
investment  account  of  The  Cooperstown  and  Charlotte  Vallo^ 
Railroad  Company  (of  1888),  transferred  to  books  of  Cooperstown 

and  Charlotte  Valley,  representing  money  outlay  $24, 177. 14 

Additions  and  betterments,  money  outlay   15, 652. 75 

Other  items,  par  value  of  capital  stock  issued  to  the  directors  "  for  * 
services  rendered  in  construction  of  road  from  1888  to  1894  "          80, 270. 00 

Total   70.099.89 

It  the  charge  designated  as  "  other  items,"  which  is  not  in  accord  with  our 
present  accounting  rules,  were  eliminated,  this  balance  would  be  reduced  to 
$39,829.89.   The  outlay  may  Include  the  cost  of  lands  classified  as  noncarrier. 


ORIGINAL  COST  TO  DATE 

The  Cooperstown  and  Charlotte  Valley  acquired  about  1.231  miles  of  road 
from  The  Cooperstown  and  Charlotte  Valley  Railroad  Company  (of  18S8),  and 
to  this  it  made  certain  additions  and  betterments  at  a  total  recorded  money 
outlay  of  $39,829.89,  which  has  been  classified  by  primary  accounts  as  follows : 


Road 

Engl  n«rc  1 1  uk   _  — 

Land  and  land  damagns    

Grading  and  masonry   ,  

Bridges,  trestles,  and  culverta   

erslrticture.  Including  ties  

I  and  other  track  material  

telephone  line 


Total  - — ..-» — — ~. ............... ........... 


Coopora- 
town  <fc 
Chariot  le 

ValU-y 
(of  1388) 


$91.  49 
2,  3.C.  7H 
10,  r;J7. 47 
i.  03 

cr.L  \a 
7.001.44 

10 


Coop.'rs- 
tow  n  A 
Chnrlntto 
Valley 


Total 


 .  


24. 177.  14 


$<3f>5,  82 

13. 421  "50 

2fi0.  6S 
1,0U7.  10 


100.02 
17.  86 


15,  652.  75 


$7.17.  31 
2,  337.  7* 
24,  O.W.  SI7 
1,  S49.  M 
1,748.25 
7.  Ml.  44 
773  80 
342.76 


39.820.89 




This  outlay  may,  however,  include  the  cost  of  lands  classified  as  noncarrier. 
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Cost  of  land*.— The  Cooperstown  and  Charlotte  Valley  reports  the  original 
cost  of  all  lands  owned,  Including  both  carrier  and  noncarrler,  as  $15,718.80. 
In  verifying  the  returns,  $2,952.57  was  found  not  to  constitute  land  costs.  The 
resulting  balance  of  $12,841.23,  made  up  in  part  of  costs  supported  by  account- 
ing records  and,  in  part,  of  substantial  deed  considerations  and  other  amounts, 
which  the  Cooperstown  and  Charlotte  Valley  claims  to  represent  costs  but  which 
are  not  supported  by  accounting  records,  may  be  classified  as  follows : 


Classification 

Costs  sup- 
ported by 
accounting 
records 

Costs  not 
supported 
by  account- 
ing records 

Curler  lands  owned  and  used  

Lands  classified  as  noncarrier,  owned  

$10,955.21 
1,479.83 



$24100 
12100 

as.  oo 

L00 

LEASED  RAILWAY  PROPERTY 

The  Cooperstown  and  Charlotte  Valley  leases  for  sole  operation  the  entire 
property  of  the  Cooperstown  &  Susquehanna  Valley  extending  from  The  Hem- 
locks to  Cooperstown,  a  distance  of  20.003  miles,  which  is  leased  under  an 
agreement  dated  April  15,  1891,  for  a  term  of  99  years.  Under  the  terms  of 
the  agreement  the  Cooperstown  and  Charlotte  Valley  operates  and  maintains 
the  property,  pays  as  annual  rental  the  interest  on  the  funded  debt ;  dividends 
not  to  exceed  6  per  cent  on  the  capital  stock,  if  earned,  6  per  cent  upon  the 
actual  cost  of  the  additions  and  betterments,  and  divides  the  residue,  if  any, 
equally  with  the  lessor. 

IMPROVEMENTS  ON  LEASED  RAILWAY  PROPERTY 

The  Cooperstown  and  Charlotte  Valley  showed  a  balance  of  $41,282.01 
covering  recorded  money  outlay  in  its  improvements  on  leased  railway  prop- 
erty account,  which  is  classified  in  the  accounting  records  as  follows : 


Road :  Amount 

Engineering   $651. 18 

Land  for  transportation  purposes   10, 562.30 

Grading    3, 584. 70 

Bridges,  trestles,  and  culverts   4,084.16 

Ties    341. 10 

Rails   8,804.39 

Other  track  material   586.69 

Tracklaying  and  surfacing   1, 026. 78 

Crossings  and  signs   392.54 

Station  and  office  buildings  17, 119. 65 

Shops  and  engine  houses  Cr.  889. 35 

Telegraph  and  telephone  lines   17.87 


Total   41,  282. 01 


Predecessors  of  the  Cooperstown  and  Charlotte  Valley 
The  Cooperstown  and  Charlotte  Valley  Railroad  Company  (or  1888) 

CORPORATE  HISTORY 

The  Cooperstown  and  Charlotte  Valley  Railroad  Company  (of  1888)  was 
incorporated  April  30,  1888,  under  the  general  laws  of  New  York,  for  a  term  of 
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100  years.  The  purpose  of  incorporation,  as  stated  in  the  articles  of  associa- 
tion, was  to  construct,  maintain,  and  operate  a  railroad  from  The  Hemlocks, 
in  the  county  of  Otsego,  to  Davenport  Center,  in  the  county  of  Delaware,  N.  Y., 
about  1.231  miles. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PBOPEBTY 

Contraction  of  the  road  was  begun  in  November,  1889,  and  completed  and 
placed  In  operation  in  1891.  In  addition  to  its  owned  mileage,  the  Coopers- 
town  and  Charlotte  Valley  operated  the  railroad  of  the  Coopcrstown  &  Susque- 
hanna Valley  from  The  Hemlocks  to  Coopers  town,  N.  Y.,  under  an  agreement 
dated  April  30, 1888,  for  99  years  from  January  1,  1889.  On  April  13,  1891,  The 
Cooperstown  and  Charlotte  Valley  Railroad  Company  was  consolidated  with 
The  West  Davenport  Rail  Road  Company  to  form  the  Cooperstown  and  Char- 
lotte Valley.  At  Its  demise  it  operated  a  total  of  21.234  miles  of  single 
track  standard-gauge  railroad,  as  follows: 

Mllet 

Road  owned,  from  near  West  Davenport  to  The  Hemlocks   1231 

Road  leased,  from  The  Hemlocks  to  Cooperstown   20. 003 

HIS  TOBY  OF  CORPORATE  FINANCING 

The  Cooperstown  and  Charlotte  Valley  Railroad  Company  confined  its 
financing  to  the  issue  of  capital  stock  and  short-term  notes,  which  are  sum- 
marized and  discussed  hereunder. 

Capital  stock. — The  articles  of  Incorporation  authorized  $15,000  of  capital 
stock,  consisting  of  ISO  shares  of  $100  each.  Of  this  amount,  there  was 
issued  and  outstanding  at  date  of  demise,  $14,560,  the  consideration  for  which 
was  a  like  amount  of  cash. 

Bhort-term  notes— The  Cooperstown  and  Charlotte  Valley  Railroad  Com- 
pany Issued  short-term  notes  for  temporary  financing  amounting  to  $598,974 
face  value,  for  which  the  considerations  received  were  cash.  Of  this  amount 
$561,174  face  value  were  retired  for  cash,  leaving  $37,800  face  value  outstand- 
ing at  date  of  demise. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  recorded  results  of  corporate  operations  from  April  SO,  1888,  to  date  of 
demise,  are  summarized  in  the  following  statement  of  income  account: 


Railway  operating  revenues   $151,502.37 

Railway  operating  expenses   92,805.22 

Net  revenue  from  railway  operations   58, 697. 15 

Railway  tax  accruals   3, 581. 46 

Railway  operating  income   55,115.69 

Miscellaneous  rent  income   1,157.21 

Income  from  unfunded  securities  and  accounts   .  63 

Total  nonoperatlng  Income   1, 157. 84 

Gross  Income   56,273.53 
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Iieat  for  leased  road   $35, 393.  34 

Miscellaneous  rents   1,401.44 

Interest  on  funded  debt   13, 643. 64 

Total  deductions  from  gross  income   50, 238.  42 

Net  income   6,035.11 

Income  balance  transferred  to  credit  of  profit 

and  loss   6, 035. 11 


Profit  and  loss. — The  only  item  in  the  profit  and  loss  account  is  the  credit 
balance  of  $6,035.11  transferred  from  income. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  Cooperstown  and  Charlotte  Valley  Railroad  Company  owned  no  equip- 
ment. At  the  date  of  demise  the  balance  in  the  road  and  equipment  invest- 
ment account  was  $24,177.14.  This  balance  consisted  of  money  outlay  made 
for  the  construction  of  the  railroad. 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  property  owned  by  The  Cooperstown  and 
Charlotte  Valley  Railroad  Company  and  used  for  its  purposes  as  a  common 
carrier  on  date  of  demise  can  not  be  ascertained.  The  obtainable  data  show 
that  the  roadway  property  extending  from  near  West  Davenport  to  The  Hem- 
locks, about  1.231  miles,  was  constructed  at  a  money  outlay  of  $24,177.14,  as 
hereinbefore  stated.   This  amount  was  classified  by  it  as  follows : 


Engineering   $01. 49 

Land  and  land  damages   2, 337. 78 

Graduation  and  masonry   10, 637.  47 

Bridges,  trestles,  and  culverts   1, 588. 93 

Superstructure,  including  ties   651. 15 

Rails  and  other  track  material  ..   7, 961. 44 

Fences,  including  telephone  lines  _*   583.  78 

Station  and  office  buildings   325. 10 


Total   24, 177. 14 


LEASED  BAIL  WAT  PROPERTY 

At  April  30,  1888,  The  Cooperstown  and  Charlotte  Valley  Railroad  Company 
(of  1888)  leased  the  property  of  The  Cooperstown  and  Susquehanna  Valley 
for  99  years  from  January  1,  1889,  upon  the  basis  of  guaranteeing  the  payment 
of  interest  and  principal  of  $200,000  of  that  company's  bonds.  The  rate  of 
Interest  was  5  per  cent  In  addition,  it  agreed  to  pay  all  taxes  and  other 
expenses,  6  per  cent  on  its  capital  stock,  if  earned,  and  to  divide  the  residue 
equally  between  the  two  companies. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  The  Cooperstown  and  Charlotte 
Valley  Railroad  Company  (of  1888),  as  showing  its  financial  condition  at 
June  80,  1891,  follows: 

ASSETS 

Investments,  investment  in  road  and  equipment  $24, 177. 14 
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Current  assets: 

Cash    $3,990.58 

Net  balances  receivable  from  agents  and  conductors.  1, 371. 99 
Miscellaneous  accounts  receivable   156.  62 

Total   $5,519.19 

Grand  total   29,  CM*.  33 

LIABILITIES 

Stock,  capital  stock   14,560.00 

Current  liabilities,  miscellaneous  accounts  payable   9, 101. 22 

Corporate  surplus,  profit  and  loss,  credit  balance   6, 035. 11 

Total   29,696.33 


Tot  West  Davenport  Rail-Road  Company 

The  West  Davenport  Rail-Road  Company  was  incorporated  February  25, 
3S91,  under  the  general  laws  of  New  York,  for  a  term  of  100  years.  Its  ar- 
ticles of  association  authorized  it  to  construct,  maintain,  and  operate  a  rail- 
road from  West  Davenport  to  Davenport  Center,  N.  Y.,  a  distance  of  about 
3  miles.  There  are  no  obtainable  records  for  the  company  and  Its  date  of 
organization  is  not  known.  It  constructed  no  road,  and  on  April  13,  1891,  Jt 
was  consolidated  and  merged  with  The  Cooperstown  and  Charlotte  Vulley 
Railroad  Company  (of  1888)  to  form  the  Cooperstown  and  Charlotte  Valley. 

Coopesstown  &  Susquehanna  Valley 

There  were  no  accounting  records  obtainable  for  the  Cooperstown  &  Susque- 
hanna Valley  subsequent  to  December  31,  1880,  and  the  information  here  sub- 
mitted is  taken  from  the  existing  records,  the  sworn  reports  to  the  Public 
Service  Commission  of  the  State  of  New  York,  to  us,  and  from  the  returns 
of  the  carrier. 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

Construction  of  the  line  from  Cooperstown  to  Cooperstown  Junction  wasjte- 
gun  in  1867  and  completed  and  placed  in  operation  on  July  14,  1869.  The 
extension  from  Cooperstown  Junction  to  Hemlocks  was  begun  in  1889  and  com- 
pleted and  placed  in  operation  during  that  year. 

HISTORY  OF  CAPITAL  FINANCINO 


The  records  do  not  disclose  any  syndicating  transactions.  The  capital  stock 
and  the  several  classes  of  long-term  debt  issued  and  retired  are  here  stated, 
with  the  amount  of  each  outstanding  on  date  of  valuation :. 


Issued 

Be  tired 

Outstand- 
in* 

Three  ?eriea  of  mortgage  bonds    .  

1507,400 
840,000 

$307,400 
200,000 

$140,000 

647.400 

140,000 

C07.40C 
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Capital  stock. — The  Cooperstown  &  Susquehanna  Valley  Issued  capital  stock 
In  exchange  for  the  following  considerations: 


Consideration 

Recorded 

value 

Par  vaiu« 

Oush  (premium  $1  ,0W> ) . 

Construction  of  property  

$302,005 
6,400 

801.000 
6,400 

Total  

3OS.405 

307,400 

The  premium  of  $1,005  was  credited  to  profit  and  loss. 
Funded  debt. — Funded  debt  was  issued,  reacquired,  and  retired  for  the  fol- 
lowing considerations : 

Consideration 

Recorded 
valuo 

Par  valuo 
issued 

First  •  mortgage  20- year  7  por  cent  bonds,  duo  Apr.  1,  1^9: 

$63,  CIO 
1,400 

IBS,  600 
1,400 

Total  -  

as  oio 

100.000 

Second -mortgage  10-ycnr  7  ikt  cent  bonds,  duo  $-1,000  ench  year  from  July  1,  1878, 
until  paid: 

10.000 
30,000 

w,  wo 

40.000 
40.000 
196,  Oil.  11 

40,000 
40,000 
200.000 
200,000 

First-mortgage  3C-yeor  5  per  cent  bonds,  due  May  1,  HUS.  cash  (discount  $a.!>ts  S9j . 
Qntatnndinir 

The  total  discount  of  $8,038.89  was  distributed  to  the  following  accounts: 

Income  -    $610. 00 

Investment  in  road  and  equipment   4, 380.  00 

Not  of  record   3, 048.  89 


Total   8,938.89 

NonnepotiaWe  debt  to  affiliated  companies.— The  records  of  the  Cooperstown 
&  Susquehanna  Valley  do  not  include  any  nonnegotiable  debt,  but  the  records 
of  the  Cooperstown  and  Charlotte  Valley  show  that  advances  were  made  by  it 
to  the  latter  for  improvements  on  leased  railway  property  aggregating 
$41,282.01,  and  this  amount  was  carried  on  the  balance  sheet  statement  of  the 
Cooperstown  and  Charlotte  Valley  at  date  of  valuation. 

RESULTS  Or  CORPORATE  OPERATIONS 

Income  account. — The  Income  account  of  the  Cooperstown  &  Susquehanna 
Valley  for  year  ending  on  date  of  valuation,  and  for  the  period  July  14,  1869, 
to  date  of  valuation,  follows.  The  statement  has  been  divided  between  the 
period  July  14,  1869,  to  December  31,  1889.  as  shown  in  the  accounting  records 
of  the  Cooperstown  &  Susquehanna  Valley,  and  the  period  January  1,  1890,  to 
date  of  valuation,  as  compiled  from  the  annual  reports  of  the  Railroad  Com- 
mission of  New  York  and  the  annual  reports  submitted  by  the  Cooperstown  & 
Susquehanna  Valley  to  us. 
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Year 

July  14,  1869, 
to  Dec.  31, 
1830 

 — 

Jan.  1  .1SW, 
to  date  of 
valuation 

$725,134.59 
4H.>.  703. 90 

Railway  operating  expenses   



212. 370  09 
4.  545.  09 

Railway  tai  oecruals   .._  

Railway  operating  income  -  -  - 

237,  82.1.  60 
8, 140. 98 



-    ■  .. 

Miscellaneous  rent  Income  -  -  —  

TotaJ  nonopenitiug  income  

10,  000.  00 

lrt.800.73 

10,  000.  00 

lo.ooaoo 

254,  62«i.33 

166,  245.  98 
1,  478.  70 

22(1,  477.  24 
220, 257.  60 

Interest  on  unfunded  debt                             .  --    

Misccllnneous  iticoaio  chiu %'es   

4,203.35 

Total  deductions  from  pros?  income  

10,  000  00 

167,  724.  &3 

224.  4A0.  8S 

IncotDC  balance  transferred  to  credit  of  profit  nr.d  loss  

   M.  001.  65 

2.01139 

Profit  and  loss  account —The  profit  and  loss  account  of  the  Cooperstown  & 


Susquehanna  Valley  on  date  of  valuation,  follows : 
Credits : 

Credit  balance  transferred  from  income  :  $88, 918. 04 

Miscellaneous  credits,  premium  on  capital  stock  sold   1, 005. 00 

Total   89.  923.  04 

Debits,  miscellaneous  debits: 

Commission  on  funded  debt  issued   500.00 

Depreciation  charged  off   89.300.00 

Adjustments  of  old  accounts   380.  00 

Debit  balance  J  =^2Z>qM 


INVESTMENT  IN  ROAD  AND  EQUIPMENT 

On  date  of  valuation,  the  road  and  equipment  investment  account  of  the 
Cooperstown  &  Susquehanna  Valley  carried  a  balance  of  $481,998.15,  which  had 
been  established  as  follows  : 

Road  acquired  by  construction,  additions,  and  betterments  $521, 411. 78 

Recorded  money  outlay  $469,129.35 

Capital  stock  issued,  par  value   6,400.00 

Funded  debt  issued,  par  value   31,400.00 

Reported  outlay,  amounts  reported  to  Board  of  f 
Railroad  Commissioners   for   State   of  New 
York  for  period  for  which  there  were  no 
records   14,  482. 43 


Equipment,  recorded  money  outlay   45,506.37 

Other  items :  500, 018. 15 

Credits,  depreciation,  road  $77,778.63,  equipment 

$11,521.37  $89.  300.  00 

Debits,  discount  on  funded  debt  issued   4, 380. 00 


Net  amount  credited   84, 920. 00    84, 920.  00 

Reported  balance  on  date  of  valuation   481,  098. 1ft 
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The  items  included  in  "  other  items "  are  not  in  accord  with  our  present 
accounting  rules.  If  the  debits  therein  were  eliminated  and  the  credits  were 
restored  the  balance  in  the  road  and  equipment  investment  account  would  be 
Increased  to  $500,918.15. 

This  balance  would  comprise  the  following  classes  of  outlay : 

Recorded  money  outlay  $514,035.72 

Capital  stock  issued,  par  value   G,  400. 00 

Funded  debt  issued,  par  value   31, 400. 00 

Reported  outlay   14, 482. 43 

This  balance  may  include  the  cost  of  lands  classified  by  us  as  noncarrler 
and  as  partly  carrier  and  partly  noncarrler. 


ORIGINAL  COST  TO  DATE 

The  obtainable  data  on  the  outlay  for  creating  and  improving  the 
of  The  Cooperstown  &  Susquehanna  Valley  to  date  of  valuation  are  those 
included  in  the  road  and  equipment  investment  account  and  in  the  improve- 
ments of  leased  railway  property  account  of  The  Cooperstown  and  Charlotte 
Valley  Railroad  Company  (of  1888),  as  follows: 

By  The  Cooperstown  &  Susquehanna  Valley: 

Recorded  money  outlay  


Capital  stock  Issued,  par  value- 
Funded  debt  Issued,  par  value  

Reported  outlay  


$514. 035.72 
0, 400.00 
31, 400. 00 
14,482.43 

41,  282.  01 


By  The  Cooperstown  and  Charlotte  Valley  (of  18S8),  recorded 
money  outlay  

The  foregoing  may  Include  the  cost  of  lands  classified  by  us  as  noncarrler 
and  as  partly  carrier  and  partly  noncarrler.  The  Cooperstown  &  Susquehanua 
Valley  classifies  the  balance  in  the  road  and  equipment  Investment  account  and 
the  improvements  on  leased  railway  property  account  as  follows : 


i  Investment 
<  in  road  and 
equipment 


Road: 

Kntrinee.ring   

Lund   

Grading,  tnasonry,  nnd  bullast   

Fridges,  trostles,  and  culverts  

Ties  _  

Rails   

Superstructure,  Including  tics  nnd  rails. 

Other  tracic  material    

Traeklfiylng  s»nd  sur/uoiuc   

Right-of-way  fences  _  

Crossings  nnd  signs   ... 

Station  nnd  ollkt'  buildmua  

Fuel  stations  

Shops  find  engine  houses...  .  

Telegraph  nnd  telephone  Hum  

Shop  machinery  


Total  road... 


Equipment: 

Steam  locomotives.. 
Freight-tr;i!n  Mrs. . . 
Passcnger-traiu  Mrs. 


Total  equipment. 
Orand  total  


SIS,  870.  M 
2-J,  047.  52 

2fil,  W7.  47 
26,772.29 


80,110.05 


14,  277.  35 


1.5.  7W.  47 
3, 178.  «4 
Cr. 
1.2(52.44 
to.UM.60 


15,  40a  00  L 
K.091.35  . 
10.  868.  M 





test  It 

10.  Ml  30 
8, 584. 70 
4,084. 10 
MI.  10 
8.KH39 


1.Q36.7S 


302.54 
17,119.04 


-.1  v..fh 





34,.vaoo  .  


no  i.  c.  a 
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Cott  of  land* — The  Cooperstown  &  Susquehanna  Valley  reports  the  original 
cost  of  all  lands  owned,  including  both  carrier  and  noncarrier,  as  $27,550.58. 
In  verifying  the  returns.  $3,713.08  was  deducted  as  not  properly  constituting 
land  costs.  The  resulting  balance  of  $23,830.90,  made  up  in  part  of  costs  sup- 
ported by  accounting  records  and  in  part  of  substantial  deed  considerations, 
which  The  Cooperstown  &  Susquehanna  Valley  claims  to  represent  costs  but 


which  ai 

re  not  supported  by  accounting  records,  may  be  cl 

assifled  as  follows: 

Classification 

Costs  sup- 
ported by 
accounting 
records 

Costs  not 
supporled  by 
accounting 
records 

Carrier  Ian 

$22,809 .50 
113.00 

$1.212.« 

Lands  das 

iaed  as  noncarrier,  owned   ... 

LEASED   RAILWAY  rROPKRTY 


The  property  of  The  Cooperstown  &  Susquehanna  Valley  was  leased,  effective 
January  1,  1889,  to  the  Cooperstown  and  Charlotte  Valley  for  99  years,  under 
an  agreement  dated  April  30,  1888.  Under  the  terms  of  the  agreement  the 
lessee*  operates  and  maintains  the  property,  pays  as  rental  Interest  on  funded 
debt  dividends  not  to  exceed  6  per  cent  on  the  capital  stock  if  earned,  6  per 
cent  upon  the  actual  cost  of  the  additions  and  betterments,  and  divides  equally 
with  the  lessor  the  residue,  if  any. 


Order 

Entered  November  0,  1926 
Valuation  Docket  Xo.  331 
Wilkes-Barre  Connecting  Railroad  Company 

Location  and  general  description  of  property. — The  railroad  of 
Wilkes-Barre  Connecting  Railroad  Company,  hereinafter  called  the 
Wilkes-Barre  Connecting,  is  a  double-track  standard-gauge  steam 
railroad,  operated  for  freight  service  only,  located  in  the  north- 
eastern part  of  Pennsylvania.  The  carrier  owns  4.187  miles  of 
double-track  road  in  two  parts  and  has  trackage  rights  over  2.454 
miles  of  road,  making  a  continuous  line  from  Buttonwood  to  Hud- 
son, Pa.,  a  distance  of  6.641  miles.  The  carrier's  line  thus  provides  a 
direct  connection  between  the  tracks  of  the  Pennsylvania  Railroad 
Company  and  the  Northern  Coal  and  Iron  Company.  The  latter  is 
entirely  controlled  by  the  carrier.  The  owned  mileage  of  the  Wilkes- 
Barre  Connecting  consists  of  4.187  miles  of  first  track,  4.187  miles  of 
second  main  track,  and  0.149  mile  of  yard  and  side  tracks,  making  a 
total  of  8.523  miles  of  all  tracks  owned.  In  Appendix  1  will  be 
found  a  general  description  of  the  property  of  the  Wilkes-Barre 
Connecting. 

Jointly  used  property. — The  Wilkes-Barre  Connecting  has  no 
jointly  owned  and  used  property.  In  Appendix  2,  under  the  caption 
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Leased  Railway  Property,  will  be  found  a  statement  of  the  property 
jointly  used  with  others  and  the  terms  of  the  use. 

Traffic  connections. — The  railroad  of  the  Wilkes-Barre  Connecting 
connects  at  Hudson  with  the  line  of  the  carrier,  at  Buttonwood  with 
the  line  of  the  Pennsylvania  Railroad  Company,  and  near  Plain 
Station  with  the  line  of  the  Wilkes-Barre  and  Eastern  Railroad 
Company. 

Physical  conditions  affecting  construction. — The  surface  of  the 
country  traversed  is  rather  heavily  rolling ;  the  soil  is  of  clay,  loam, 
and  gravel,  some  portions  being  intermixed  with  bowlders.  Where 
encountered  by  the  roadbed,  the  ledge  rock  is  generally  of  shale  or 
sandstone.  The  railroad  itself  is  located  partly  along  the  hillsides  of 
a  small  stream  and  partly  upon  the  flat  valley  bottom  of  the  Susque- 
hanna River,  which  it  crosses  twice. 

Economic  conditions  relating  to  traffic. — The  principal  products 
are  those  of  numerous  anthracite-coal  mines. 

Corporate  history, — The  Wilkes-Barre  Connecting  was  incorpo- 
rated under  the  general  laws  of  Pennsylvania  and  by  letters  patent  of 
the  Governor  of  Pennsylvania  dated  November  18,  1912.  Its  organ- 
ization was  perfected  on  December  3,  1912.  It  has  been  maintained 
and  operated  since  completion  for  the  joint  benefit  of  the  Pennsyl- 
vania Railroad  Company  and  the  carrier.  Operations  are  conducted 
by  the  Pennsylvania  Railroad  Company  and  the  carrier  as  agents 
without  benefit  or  loss  to  the  Wilkes-Barre  Connecting,  as  fully 
explained  in  Appendix  2  under  the  caption  Leased  Railway  Prop- 
erty. The  principal  office  is  at  Scranton,  Pa.  The  detailed  facts  as 
to  the  development  of  fixed  physical  property  are  given  in 
Appendix  2. 

History  of  corporate  financing,  capital  stock,  and  long-term  debt.— 
The  Wilkes-Barre  Connecting  has  issued  capital  stock  and  incurred 
nonnegotiable  debt  to  the  total  amount  of  $2,369,657.10,  all  of  which 
was  outstanding  on  date  of  valuation.  Of  this  amount,  $100,000 
represents  capital  stock  and  $2,269,657.10  nonnegotiable  debt  In 
addition  to  the  above  the  Wilkes-Barre  Connecting  issued  $82,600 
par  value  of  temporary  capital-stock  receipts,  as  fully  explained  in 
Appendix  2,  under  the  caption  History  of  Capital  Financing.  The 
Wilkes-Barre  Connecting  is  controlled  by  the  Pennsylvania  Railroad 
Company  and  the  carrier,  each  owning  50  per  cent  of  all  capital 
stock  and  temporary  capital  stock  receipts  outstanding.  The  pur- 
poses for  which  the  capital  securities  were  issued  and  the  apparent 
considerations  received  therefor  and  other  facts  pertinent  to  the 
organization  of  the  Wilkes-Barre  Connecting  are  given  in  Appendix  2. 

Gross  and  net  earnings  of  the  Wilkes-Barre  Connecting. — The 
result  of  corporate  operations  for  the  period  from  March  29,  1915, 
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to  date  of  valuation  is  stated  in  detail  in  Appendix  2,  and  is  sum- 
marized here  as  follows : 

During  this  period  taxes  assessed  (railway  tax  accruals)  amounted 
to  $1,564.85 

Resulting  in  deficit.  Instead  of  income  from  railway  operations  (rail- 
way operating  Income)  of   1,564.85 

Offsetting  this  there  was  income  from  nonoperating  sources  (non- 
operating  income)  of   40, 351. 49 

Resulting  in  gross  income  for  the  period  (gross  income)  of   88, 787. 14 

During  this  period  rent  paid  for  leased  roads  (chargeable  to  deduc- 
tions from  gross  income)  amounted  to   39, 139. 10 

Resulting  In  deficit  instead  of  amount  available  for  payment  of  in- 
terest and  dividends  and  for  other  corporate  purposes  (chargeable 
to  deductions  from  gross  income  and  to  disposition  of  net  in- 
come) of    852.05 

The  Wilkes-Barre  Connecting  has  paid  no  dividends. 

General  balance  sheet. — The  general  balance  sheet  stated  by  the 
Wilkes-Barre  Connecting  as  showing  its  financial  condition  on  date 
of  valuation  follows: 


Investments : 

Investment  in  road  and  equipment  $1, 814, 680. 62 

Improvements  on  leased  railway  property   433,262.06 

Investments    in    affiliated    companies,  ad- 

  131, 384. 92 


Total  $2,  379,  327.  60 


Cash  $12,  319.  79 

Miscellaneous  accounts  receivable   127, 021. 48 

Material  and  supplies   5, 769. 41 

Total   145, 110. 68 

Unadjusted  debits,  other  unadjusted  debits   -126. 32 

Grand  total     2. 524, 864. 60 


Stock,  capital  stock   100,000.00 

Current  liabilities: 

Audited  accounts  and  wages  payable   $64, 214. 42 

Other  current  liabilities   2, 269. 057. 10 

Total     2, 333,  871.  52 

Deferred  liabilities,  other  deferred  liabilities,  temporary  capital- 
stock  receipts   82,600.00 

Unadjusted  credits: 

Tax  liability    -    £183.79 

Other  unadjusted  credits   8,261.34 

Total-    8,745. 13 

Total  liabilities     2,525,216.65 

Corporate  surplus,  profit  and  loss,  debit  balance  352. 05 

Grand  total  after  deducting  deficit     2, 524, 864. 60 
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Investment  in  road  and  equipment. — The  Wilkes- Bar  re  Connecting 
owned  no  equipment.  The  investment  in  road,  including  land,  on 
date  of  valuation,  is  stated  in  the  books  of  the  Wilkes-Barre  Connect- 
ing to  be  $1,814,680.62,  which  represents  recorded  money  outlay  for 
construction  of  the  original  owned  road  and  appurtenances  amount- 
ing to  $1,748,475.65  and  $66,204.97  interest  on  construction  advances 
cleared  through  separate  open  accounts  and  settled  for  in  part  by 
issuance  of  temporary  capital-stock  receipts  at  their  par  value  to  the 
Pennsylvania  Railroad  Company  and  the  carrier.  The  investment  in 
road  and  equipment  account  includes  the  recorded  cost  of  carrier 
lands,  which  is  notably  high  for  reasons  stated  in  the  paragraphs 
devoted  to  cost  of  lands  in  Appendix  2. 

Original  cost  to  date. — The  original  cost  to  date  of  property  owned 
and  used  for  common-carrier  purposes  can  not  be  ascertained.  The 
outlay  to  create  and  improve  the  property  of  the  Wilkes-Barre  Con- 
necting consists  of  the  following  elements:  Recorded  money  outlay, 
$1,751,475.65;  interest  charged  on  advances,  $66,004.97.  The  details 
of  these  amounts  by  primary  accounts,  also  information  respecting 
the  cost  of  lands,  will  be  found  in  Appendix  2.  The  original  cost 
to  date  includes  the  recorded  cost  of  carrier  lands,  which  is  notably 
high  for  reasons  stated  in  the  paragraphs  devoted  to  cost  of  lands  in 
Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  lesn  depreda- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-earner  property,  other  than  land,  wholly 
owned  and  used,  are  found  to  be  $1,206,121  and  $1,168,877,  respec- 
tively. These  amounts,  classified  in  conformity  with  the  classifica- 
tion of  expenditures  for  road  and  equipment,  as  prescribed  by  us,  are 
shown  in  the  summary  sheet,  which  is  a  part  of  Appendix  1. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  total  original  cost  of 
lands  owned  and  used  by  the  Wilkes-Barre  Connecting  for  common- 
carrier  purposes,  as  supported  by  accounting  records,  is  $488,226.14, 
and  an  indeterminate  part  of  $130,451.54,  the  cost  of  lands  owned  by 
the  Wilkes-Barre  Connecting  and  devoted  partly  to  carrier  and 
partly  to  noncarrier  purposes,  which  can  not  be  apportioned  between 
the  two  classes  except  upon  an  arbitrary  basis.  The  Wilkes-Barre 
Connecting  owns  and  uses  80.41  acres  of  lands  for  common -carrier  pur- 
poses. The  present  value  of  such  lands  is  $112,711.73.  The  difference 

between  the  recorded  cost  and  the  present  value  of  carrier  lands  is 
due  to  the  fact  that  much  of  the  right  of  way  is  the  remnant  retained 
by  the  Wilkes-Barre  Connecting  of  considerable  areas  purchased  as 
single  tracts,  and  that  the  unused  portion  of  these  tracts  was  disposed 
of  to  an  affiliated  realty  company  at  prices  far  below  the  average  unit 
value  of  these  adjacent  lands  found  to  prevail  on  date  of  valuation. 
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Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  Wilkes-Barre  Connecting  owns  31.44  acres  of  lands  which 
have  been  classified  by  us  as  noncarrier.  The  present  value  of  these 
lands,  including  the  value  of  improvements  thereon,  is  $41,470.22. 
Their  original  cost,  as  supported  by  the  accounting  records,  is 
$1,026.90.  The  balance  sheet  of  the  Wilkes-Barre  Connecting  on 
date  of  valuation  recorded  investments  in  affiliated  companies 
amounting  to  $131,384.92,  which  were  found  to  cover  cash  advances 
to  the  Kingston  Realty  Company,  a  corporation  controlled  jointly 
by  the  carrier  and  the  Pennsylvania  Railroad  Company  on  date  of 
valuation  through  ownership  of  the  entire  capital  stock  outstanding. 

Aid 8,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  and  used  by  the  Wilkes-Barre  Connecting  0.04  acre  has  been 
classified  as  an  aid.  The  present  value  of  this  land  is  $435.  Its 
value  at  the  time  acquired  can  not  be  ascertained. 

Material  and  supplies. — As  appears  in  the  general  balance  sheet, 
the  value  of  material  and  supplies  on  hand  on  date  of  valuation  is 
shown  to  have  been  $5,769.41. 

Final  value. — After  careful  consideration  of  all  the  facts  contained 
herein,  including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bearing 
upon  the  value  here  reported,  the  value,  for  rate-making  purposes,  of 
the  property  of  the  Wilkes-Barre  Connecting,  wholly  owned  and  used 
for  common-carrier  purposes,  is  found  to  be  $1,468,089.  There  is  in- 
cluded in  the  value  above  stated  the  sum  of  $18,089  on  account  of 
working  capital,  including  materials  and  supplies.  No  other  values 
or  elements  of  value,  to  which  specific  sums  can  now  be  ascribed,  are 
found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1  and  2.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheets  showing  the  classification  of  the  cost  of  reproduction  new 
and  cost  of  reproduction  less  depreciation  above  set  forth,  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  further  details  as  to  de- 
velopment of  fixed  physical  property,  history  of  corporate  financing, 
gross  and  net  earnings,  original  cost  to  date,  improvements  on  leased 
railway  property,  and  leased  railway  property;  excepting  those 
features  treated  in  the  text  of  the  report. 

Reference  is  made  to  Appendix  3  of  the  report  in  Texas  Midland 
Railroad,  75  I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for 
a  statement  of  the  methods  employed  and  of  the  reasons  for  the  dif- 
ferences between  the  various  cost  values  reported. 
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The  engineering,  land,  and  accounting  reports,  copies  of  which  have 
been  furnished  to  interested  parties,  give  the  details  respecting  the 
figures  here  reported  and  are  on  file  in  the  Bureau  of  Valuation  of  the 
commission,  open  to  public  inspection,  and  subject  to  the  direction  of 
Congress,  and  these  reports  are  referred  to  for  greater  particularity 
as  to  the  matters  herein  stated. 


APPENDIX  l 


Grading  averages  about  210,000  cubic  yards  per  mile  of  road  and  has 
computed  on  a  one-way  basis.  Parts  of  the  embankments  have  been  made  of 
the  waste  products  of  the  coal  mines.  The  main  track  and  most  of  the  yard 
tracks  and  sidings  are  laid  with  00-pound  open-hearth  rail  which  was  new 
when  laid.  The  remaining  yard  and  side  tracks  are  laid  with  80-pound 
Bessemer  re-lay  rail. 

KHGIlTCEaXlfO  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  3.5  per  cent  on  road  accounts  8  to  47, 
inclusive.  General  expenditures,  exclusive  of  interest,  have  been  allowed  on 
the  basis  of  1.5  per  cent  upon  road  accounts  1  to  47,  exclusive  of  account  2. 
Interest  during  construction  has  been  allowed  for  one-half  the  construction 
period  of  18  months,  plus  3  months,  at  the  rate  of  6  per  cent  per  annum  on  all 
road  and  general-expenditures  accounts,  excepting  accounts  2  and  76. 


Classes 


'  Cost  of  i*!^**"* 
,  production  Production 


i 

3 

i 

11 
12 
15 
Ifi 
17 
2ft 
■27 


71 

72 
TA 
-  I 
75 
77 


I.  ROAD 


Engineering  

Grading   

Bridges,  ireslios,  and  culverts.. 

rias  

Kails  

Other  Uncle  material  

PlUlLSt  

TncklayliiR  und  surfacing  

("rowings  and  sl^n.i  

sutiou  and  office  buildings  

Kotuiwuy  building  

Telegraph  and  telephone  Hues.. 

Signals  iind  Interlockers  

Roadway  small  tools  


Total,  1,  find  3  to  47, 
Hi.  r.i 


Law.. 


tied  clorks. 


y  and  printing  


Other  expenditures,  general. 
Interest  during  construction.. 


Total,  71  to  77,  Inclusive  

Grand  total,  1,  and  3  to  77,  Inclusive. 


137,00© 

309,833 
621,055 
20, 346 
38, 096 
18,971 

20,433 
15, 221 
118 
611 
1,783 
14, 078 
220 


1  ft.  810 


68,271 


85.087 


937.909 
308, 8M 
008,089 
22,088 
86,882 
16,334 
9,730 
17,673 
14,604 
89 
467 
1. 400 
14,253 
110 


66,223 


82,635 


1,206,121  1,168,877 
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APPENDIX  2 

DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

Construction  was  begun  in  1913.  Trackage  rights  were  obtained  over  a  por- 
tion of  the  railroad  of  the  Northern  Coal  and  Iron  Company  between  Button- 
wood  and  the  Plymouth  branch  of  the  carrier,  about  1.6  miles,  and  over  a 
portion  of  the  line  of  the  Wilkes-Barre  and  Eastern  Railroad  Company  from 
a  point  0.75  mile  west  of  Plains  Station  to  a  point  0.25  mile  west  of  a  bridge 
over  the  Susquehanna  River,  about  0.854  mile.  The  total  of  2.454  miles  of  road 
thus  obtained  was  rehabilitated  and  improved  to  meet  the  -general  plan  of 
construction  adopted  by  the  Wilkcs-Burre  Connecting,  which  charged  the  re- 
corded expenditures  as  improvements  on  leased  railway  property.  The  entire 
line  of  6.641  miles  was  completed  and  placed  in  operation  on  March  29,  1915. 

HISTORY  OF  CAPITAL  FINANCING 

The  records  of  the  Wilkes-Barre  Connecting  do  not  disclose  any  syndicating 
transactions.  It  was  financed  through  the  issue  of  its  capital  stock  and  throagh 
cash  advanced  in  equal  amounts  by  the  Pennsylvania  Railroad  Company  and 
the  carrier. 

Capital  stock. — The  Wilkes-Barre  Connecting  issued  capital  stock  and  tempo- 
rary capital-stock  receipts  aggregating  $182,000  par  value.  This  comprises 
$100,000  par  value  of  capital  stock  and  $82,000  par  value  of  temporary  capital- 
stock  receipts.  Under  an  agreement  of  December  29,  1914,  the  Pennsylvania 
Railroad  Company  and  the  carrier  subscribed  for  the  entire  amount  of  capital 
stock  at  par,  each  paying  its  portion,  or  $50,000,  in  cash.  The  temporary  re- 
ceipts were  issued  at  their  par  value  In  like  manner  to  the  two  companies 
referred  to  in  part  payment  of  interest  aggregating  $82,601.09,  accrued  for 
advances  for  construction  purposes.  Of  this  amount  $66,204.97  was  charged 
to  the  road  and  equipment  Investment  account  and  $16,396.12  to  improvements 
on  leased  railway  property  account. 

Nonnegotiable  debt  to  afftliated  companies.— During  the  period  1912  to  1915, 
Inclusive,  the  Wilkes-Barre  Connecting  received  cash  advances  for  construction 
in  equal  amounts  from  the  Pennsylvania  Railroad  Company  and  the  carrier, 
together  amounting  to  $2,269,657.10,  none  of  which  had  been  liquidated  on  date 
of  valuation. 
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JULT  OF  CORPORATE  OPERA  HONS 

Income  account. — The  income  accouut  of  the  Wilkes-Barre  Connecting  for 
the  year  ended  on  date  of  valuation  and  for  the  period  from  March  29,  1915, 
to  date  of  valuation  la  stated  ns  follows: 


Total  operating  deficit . 


Nonoperatlng  Income: 

Joint-facility  rent  Income  


Total. 


Qrosa  income 
Deductions  from 


Net  1 


rent  for  leased  roads. 


to  debit  of  profit  and  loss.. 


Tear 

Pwiod 

11,604.35 

$1,664.35 

1,604. 15 

1,564.35 

39. 139. 19 
679.96 

21S.67 

89,139.19 
94146 

Si,  932. 82 

40,351.49 

38,  308. 47 
39, 139. 19 

38,787. 14 
89, 139. 19 

770.72 
7m  72 

862.95 
862.05 

The  operating  expenses  of  the  Wilkes-Barre  Connecting  for  the  year  ended 
on  date  of  valuation  amounted  to  $37,099.53,  and  those  for  the  period  March 
29,  1915,  to  date  of  valuation,  amounted  to  $40,875.09,  which  expenses  were 
ussumed  by  the  Pennsylvania  Railroad  Company  and  the  carrier  under  the 
terms  of  the  agreement  of  December  29,  1914. 

Profit  and  lo»8  account. — The  profit  and  loss  account  of  the  WUkes-Barre 
Connecting  on  date  of  valuation  records  a  debit  balance  of  $352.05,  representing 
the  debit  balance  transferred  from  income. 

ORIGINAL  COST  TO  DATE 

A  statement  covering  this  general  subject  appears  in  the  text  of  this  reiwrt. 
The  Wilkes-Barre  Connecting  expended  $1,814,080.62  In  creating  Its  4.187  miles 
of  road  and  appurtenances,  including  interest  on  construction  advances,  which 
sum  is  detailed  by  primary  accounts  as  follows : 

Rond : 

Engineering    $33. 808.08 

Land  for  transportation  purposes   618, 545.  01 

Grading  __  _  _    337,  058. 80 

Bridges,  trestles,  and  culverts   599, 648. 43 


Ties. 


30,  (138.36 
38,957.90 
16, 528. 73 
7, 624. 27 
23,  839.99 
22, 659. 27 
821.84 
968.72 
1,798.66 
8, 279. 70 
42.73 
.74 

lents  for  public  improvements    672. 54 

Revenues  and  operating  expenses  during  construction  •_  Cr.  S,  $96. 61 

Other  expenditures,  road   435. 88 


Other  track  material  

Ballast  

Tracklnying  and  surfacing  

Crossings  and  signs  

Roadway  buildings  

Water  stations    

Telegraph  and  telephone  lines  

Signals  and  lnterlockers  

Roadway  machines  

Roadway  small  tools  


TotuL 


1,738,733.04 
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General  expenditures : 

Organization  expenses   $1,084.84 

General  officers  and  clerks     55)5. 41 

Law   4, 928. 68 

Stationery  and  printing   —  317. 84 

Taxes   2, 835. 78 

Interest  during  construction   60, 204. 07 

Other  expenditures,  general   32. 68 


Total  -   75,947.58 

Grand  total  1   1,814,680.62 

The  original  cost  to  date  includes  the  recorded  cost  of  carrier  lands,  which 
Is  notably  high  for  reasons  stated  in  the  paragraphs  devoted  to  cost  of  lands 
below. 

Cost  of  lands. — The  Wilkes-Barre  Connecting  reports  the  original  cost  of  all 
lands  owned,  Including  both  carrier  and  noncarrier  lands,  as  $639,563.92.  In 
verifying  the  returns  the  following  deductions  were  made : 


Cost  of  lands  owned  by  Kingston  Realty  Company  $2, 448.  31 

Expenditures  in  connection  with  elimination  of  a  grade  crossing  not 
yet  accomplished  17,411.03 


Total   19,850.34 


The  resulting  balance  of  $619,704.58,  which  is  supported  by  the  accounting 
records,  may  be  classified  as  follows: 


Costs 
support!*! 
by  accounts 


Carrier  landa,  owned  and  used 
Lands  classified  as  noncarrier,  owned 
1  as  partly 


$488,  22T,.  H 
1.02T..9IJ 
180;  451.  M 


619.7U4.5S 


The  recorded  cost  of  wholly  carrier  lands,  not  including  the  portion  assignable 
to  carrier  uses  of  the  cost  of  parcels  used  partly  for  carrier  and  partly  for 
noncarrier  purposes,  Is  $376,514.41  greater  than  the  present  value  of  all  carrier 
lands.  With  respect  to  this  difference,  it  should  be  noted  that  a  considerable 
part  of  the  right  of  way  was  obtained  by  purchasing  entire  tracts,  some  of  which 
had  been  laid  out  in  residence  lots  with  streets  across  the  desired  right  of  way, 
and  then  closing  the  streets  and  disposing  of  the  unused  part  of  the  tract,  which 
then  bore  the  burden  of  damages,  as  the  Wilkes-Barre  Connecting  claims,  on 
account  of  the  closed  streets  and  the  high  embankment  on  which  the  road  was 
built.  The  difference  between  the  cost  of  these  entire  tracts  and  the  price 
at  which  the  unused  parts  were  disposed  of  was  charged  as  the  cost  of  the 
parts  retained  for  right  of  way.  It  Is  claimed  by  the  Wilkes-Barre  Connecting 
that  this  difference  was  less  than  it  would  have  cost  to  buy  merely  the  strip 
required  for  right  of  way,  build  overhead  crossings  over  the  streets,  and  pay 
for  the  damages  to  the  rest  of  the  land.  However,  most  of  the  surplus  land 
was  disposed  of  to  the  Kingston  Realty  Company,  jointly  controlled  by  the 
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carrier  and  the  Pennsylvania  Railroad  Company,  at  an  appraised  value  ap- 
parently much  less  than  the  real  worth  of  such  property,  the  effect  of  which 
was  to  raise  the  recorded  cost  of  the  right  of  way  above  what  would  appear  to 
be  a  fair  allotment  of  the  cost  of  the  entire  tracts. 

INVESTMENTS  IN  OTHEB  COMPANIES 

The  balance  sheet  of  the  Wilkes-Barre  Connecting  at  Jane  30,  1916,  records 
investments  in  affiliated  companies  amounting  to  $131,384.92,  which  were  found 
to  cover  cash  advances  to  the  Kingston  Realty  Company,  a  corporation  con- 
trolled  jointly  by  the  carrier  and  the  Pennsylvania  Railroad  Company  through 
ownership  of  the  entire  capital  stock  outstanding. 

IMPROVEMENTS  ON  LEASED  RAILWAY  PROPERTY 

In  connection  with  the  construction  of  the  4.187  miles  of  road  owned,  the 
Wilkes-Barre  Connecting  obtained  trackage  rights  over  1.6  miles  of  the  railroad 
of  the  Northern  Coal  and  Iron  Company,  and  over  0.8  mile  of  the  Wilkes-Barre 
and  Eastern  Railroad  Company,  making  a  continuous  line  of  6.641  miles  between 
Buttonwood  and  Hudson,  Pa.  These  leased  portions  were  rebuilt  and  double- 
tracked  at  a  total  recorded  money  expenditure  of  $416,865.94,  and  interest  on 
advances  amounting  to  $16,396.12,  which  amounts  were  charged  to  improvements 
on  leased  railway  proj>erty  account.  A  classification  of  the  recorded  money 
expenditure  by  the  Wilkes-Barre  Connecting  on  the  properties  of  the  Wilkes- 
Barre  and  Eastern  Railroad  Company  and  the  Northern  Coal  and  Iron  Com- 
pany, Including  interest  charged,  is  shown  below  by  primary  accounts: 


WUkea- 

Bnrre  and 
Eastern 
Railroad 

Company 

Northern 
Coal  and 

Iron 
Company 

Road: 

$11,537.67 
8,110.08 
15, 007. 36 
222,883.00 
13,370.32 
10.400.61 
7, 261. 74 
1.720.20 
5,093.01 

$2,860.91 

35.258.87 
26,18127 
8.  407.83 
10,724.12 
3,328.93 
2.329.22 
6,566.75 
134.25 

nan 

36.76 
M  « 

8,074.61 
19.81 
10  47 
156.73 

Rails  

1,324.45 

317.70 
401. 10 
21.406.  21 
17.06 

86.51 

815,741. 10 

100,15141 

Oeneral  expenditures: 

166.42 
444.  70 

88.71 
4.01 
12,443.89 
9.12 

5164 
175.00 
28.05 

3,95123 
188 

Total  

13, 157. 75 

4.210. 80 

104,36111 
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LEASED  RAILWAY  PROPERTY 

On  date  of  valuation  the  Wilkes-Barre  Connecting  controlled  through  leaae 
the  following  property  of  others : 

The  Wilkes-Barre  Connecting  acquired  trackage  rights  over  a  portion  of  the 
Button  wood  branch  of  the  Northern  Goal  and  Iron  Company,  consisting  of  1.6 
miles  of  main  track,  together  with  2.2G  miles  of  yard  tracks  and  sidings  and 
0.27  mile  of  spur  track,  from  March  20,  1915,  for  the  period  of  the  corporate 
existence  of  the  Wilkes-Barre  Connecting,  under  an  agreement  dated  December 
29,  1914.  By  the  terms  of  this  agreement  the  Wilkes-Barre  Connecting  is 
required  to  pay  an  annual  rental  of  4.5  per  cent  per  annum  on  a  valuation  of 
$520,770.20  for  the  railroad  and  facilities.  The  rent  accrued  payable  for  the 
year  ended  on  date  of  valuation  amounted  to  $29,488. 58.  Under  the  terms  of 
this  agreement  the  Wilkes-Barre  Connecting  is  required  to  pay  all  taxes  and 
assessments,  insurance,  and  all  operating  and  other  expenses  necessary  for  the 
upkeep  of  the  railroad;  also  to  provide  for  all  addltion-and-betterment  work, 
which  expenditures  shall  be  repaid  by  the  carrier  in  case  the  agreement  is 
terminated.  The  leased  property  is  maintained  and  operated  by  the  carrier 
acting  as  agent  for  the  Wilkes-Barre  Connecting. 

The  Wilkes-Barre  Connecting  also  acquired  trackage  rights  over  the  tracks 
of  the  Wilkes-Barre  and  Eastern  Railroad  Company  from  a  point  about  0.75 
mile  west  of  Plains  Station  to  a  point  about  0.25  mile  west  of  the  bridge  over 
the  Susquehanna  River,  being  about  0.854  mile  in  length,  for  99  years,  with 
option  to  renew,  under  agreement  dated  December  80,  1918.  The  annual 
rental  is  stated  to  be  5  per  cent  per  annum  on  the  original  cost  of  this  section. 
The  rent  recorded  as  payable  for  the  year  ended  on  date  of  valuation  was 
$9,050.61. 

On  date  of  valuation  the  companies  mentioned  below  had  eights  to  use  all 
or  portions  of  the  property  of  the  Wilkes-Barre  Connecting. 

The  Pennsylvania  Railroad  Company  and  the  carrier  each  have  equal 
right  to  use  the  tracks  and  the  other  property  owned  or  used  by  the  Wilkes- 
Barre  Connecting  under  the  agreement  dated  December  29,  1914,  which  agree- 
ment provides  for  the  construction,  operation,  and  maintenance  of  the  rail- 
road of  the  Wilkes-Barre  Connecting.  Such  property  is  to  be  maintained  and 
operated  by  either  the  Pennsylvania  Railroad  Company  or  the  carrier,  aa 
agent  for  the  Wilkes-Barre  Connecting.  The  rental  payable  in  equal  pro- 
portions by  the  Pennsylvania  Railroad  Company  and  the  carrier  for  the  track- 
age and  other  rights  and  privileges  covers  the  interest  upon  any  bonds  and 
other  outstanding  obligations  of  the  Wilkes-Barre  Connecting,  and  any  sums 
payable  by  the  carrier  as  rental  for  trackage  rights  and  any  sums  required  to 
pay  dividends,  at  the  rate  of  5  per  cent  per  annum  upon  the  outstanding 
capital  stock  of  the  Wilkes-Barre  Connecting,  less  any  sums  receivable  from 
others  using  any  portion  of  the  Wilkes-Barre  Connectlng's  property.  All  ex- 
penses of  maintenance  and  operation,  less  portions  collected  from  others,  are 
to  be  assumed  by  the  Pennsylvania  Railroad  Company  and  the  carrier  in 
equal  proportions.  The  joint-facility  rent  income  recorded  as  receivable  for 
the  year  ended  on  date  of  valuation,  from  the  Pennsylvania  Railroad  Com- 
pany, the  carrier,  and  the  Wilkes-Barre  and  Eastern  Railroad,  amounted  to 
$39,139.19.  This  amount  agrees  with  the  rental  recorded  as  payable  to  the 
Wilkes-Barre  and  Eastern  Railroad  and  to  the  Northern  Coal  and  Iron 
Company. 
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The  Wilkes-Barre  and  Eastern  Railroad  participates  with  the  Pennsylvania 
Railroad  Company  and  the  carrier  in  the  use  of  the  2.41  miles  of  track 
between  a  point  about  0.25  mile  west  of  the  npper  bridge  over  the  Schuylkill 
River  to  a  point  of  connection  with  the  Plymouth  branch  of  the  carrier  leased 
to  the  WUkes-Barre  Connecting.  The  rental  payable  by  the  Wilkes-Borre  and 
Eastern  Railroad  Is  a  wheelage  proportion  of  rental  it  receives  for  the  prop- 
erty it  leases  to  the  WUkes-Barre  Connecting.  It  also  assumes  a  wheelage 
proportion  of  the  maintenance  and  operating  expenses  connected  with  that 
particular  property. 
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Valuation  Docket  No.  563 
CROSBYTON-SOUTHPLAINS  RAILROAD  COMPANY 


Submitted  September  S,  19&5.    Decided  October  8,  1926 


Final  value  for  rate-making  purposes  of  tbe  property  of  the  Crosby  ton- South- 
plains  Railroad  Company,  owned  and  used  for  common-carrier  purposes, 
found  to  be  $428,105,  as  of  June  80,  1916. 

Report  or  the  Commission 

Division  1,  Cobimissioners  Meyer,  Aitchibon,  and  Lewis 

By  Division  1 : 

The  Crosbyton-Southplains  Railroad  Company,  hereinafter  called 
the  carrier,  is  a  corporation  of  the  State  of  Texas,  controlled  by 
The  Atchison,  Topeka  and  Santa  Fe  Railway  Company  through 
stock  ownership.  It  owns  and  operates  a  single-track  standard- 
gauge  steam  railroad,  extending  from  Lubbock,  Tex.,  to  Crosbyton, 
Tex.,  a  distance  of  38.435  miles.  It  also  owns  5.232  miles  of  yard 
tracks  and  sidings. 

By  our  order  of  July  8,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation  as  of  June  30,  1916,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier  and 
other  interested  parties  in  the  manner  and  as  required  by  law.  No 
protest  was  filed  as  provided  for  in  section  19a  of  the  interstate  com- 
merce act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier,  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to 
later  dates,  in  accordance  with  the  requirements  of  the  valuation  act, 
the  final  values  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  October  8, 1026 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  General  of  the 
United  States,  the  Governor  of  Texas,  and  the  Railroad  Commission 
of  Texas; 

It  further  appearing.  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days  speci- 
fied in  paragraph  (h)  of  said  section  19a: 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  Crosbyton-Southplains 
Railroad  Company,  as  of  June  30,  1916: 

Location  and  general  description  of  property. — The  railroad  of 
Crosbyton-Southplains  Railroad  Company,  hereinafter  called  the 
carrier,  is  a  single-track  standard-gauge  steam  railroad,  located  en- 
tirely within  the  State  of  Texas.  The  main  line  extends  from  Lub- 
bock in  a  general  eastwardly  direction  to  Crosbyton,  a  distance  of 
38.435  miles.  The  carrier  also  owns  and  uses  5.232  miles  of  yard 
tracks  and  sidings.  Its  road  thus  embraces  43.667  miles  of  all  tracks 
owned. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $509,873.08  in  stock  and 
long-term  debt,  of  which  $150,000  represents  common  stock  and 
$359,873.08  funded  debt 

Results  of  corporate  operations. — For  the  period  from  April  10, 
1911,  to  date  of  valuation  the  aggregate  railway  operating  expenses 
have  been  64.88  per  cent  of  the  railway  operating  revenues.  No 
dividends  have  been  paid  on  the  capital  stock. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  regarding  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation,  is  stated 
in  its  books  as  $555,977.33.  With  readjustments  required  by  our 
accounting  examination,  this  amount  would  be  reduced  to  $512,180.83, 
of  which  $1,012.82,  less  an  undetermined  portion  thereof  assignable 
to  offsetting  items  recorded  as  $6,198.44,  represents  considerations 
other  than  money,  the  cash  value  of  which  at  the  time  of  the  trans- 
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action  we  are  not  able  to  report  because  it  has  been  impossible  to 
obtain  the  information.  There  may  be  included  in  the  amount  above 
stated  some  or  all  of  the  cost  of  the  noncarrier  lands  owned.  Refer- 
ence is  made  in  Appendix  2  to  certain  other  matters  pertaining  to  the 
balance  in  the  road  and  equipment  investment  account. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  wholly  owned  and  used  by  the  carrier,  are 
$478,472  and  $382,917,  respectively.  These  amounts,  classified  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us,  are  shown  in  Appendix  1. 

Coat  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value.— The  carrier  owns  and  uses 
for  common-carrier  purposes  651.41  acres  of  land.  The  total  original 
cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records 
are  not  obtainable,  but  the  original  cost  of  a  portion  thereof,  as  sup- 
ported by  the  accounting  records,  is  $2,029.50.  Other  data  on  their 
original  cost  will  be  found  in  Appendix  2.  The  present  value  of 
the  651.41  acres  of  lands  owned  and  used  for  common-carrier  pur- 
poses is  $39,700.28. 

Property  held  for  purposes  other  than  those  of  a  common  carrier.— 
The  carrier  owns  and  holds  for  noncarrier  purposes  16.34  acres  of 
lands,  all  in  Texas.  The  total  original  cost  of  lands  classified  as 
noncarrier  can  not  be  ascertained,  as  the  necessary  records  are  not 
obtainable,  but  data  that  are  obtainable  on  their  original  cost  will 
be  found  in  Appendix  2.  The  present  value  of  the  16.3  acres  of 
noncarrier  lands  and  improvements  thereon,  owned  by  the  carrier,  is 
$3,675.25.  The  carrier  owns  and  holds  cash  on  hand  and  material 
and  supplies  in  the  amount  of  $17,407.  Of  this  amount,  $5,195  ia 
necessary  for  its  use  as  working  capital  and  that  sum  is,  therefore, 
included  in  the  final  value  stated  elsewhere  in  this  report.  The  re- 
mainder, $12,212,  is  owned  and  held  by  the  carrier  for  noncarrier 
purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  carrier  and  included  in  the  preceding  summaries  of 
lands  owned,  the  following  were  acquired  through  aids: 


Classification 

Acres 

Carrier  lands,  owned  and  used..  ........ ........ 

............ a........  .......  ■.......> 

M3.  5U 
14.84 

$30,291.03 
S.  160. 25 
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These  lands  were  donated  by  various  individuals  and  companies. 
We  are  not  able  to  report  their  value  at  the  time  acquired.  They 
appear  to  have  been  paid  for  by  right-of-way  committees  and  the 
deeds  recite  considerations  of  $10,998.40.  The  carrier  received  cash 
donations  from  citizens  and  companies  aggregating  $44,626.01,  as 
detailed  in  Appendix  2. 

Material  and  supplies— The  book  value  of  material  and  supplies 
on  hand  on  date  of  valuation  is  shown  in  the  records  of  the  carrier 
as  $10,094.17. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a 
bearing  upon  the  value  here  reported,  the  value,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  wholly  owned  and  used,  devoted 
by  it  to  common-carrier  purposes,  is  found  to  be  $428,195.  The  sum 
of  $5,195  is  included  in  the  value  above  stated  on  account  of  working 
capital,  including  material  and  supplies.  No  other  values  or  ele- 
ments of  value  to  which  specific  sums  can  now  be  ascribed  are  found 
to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  appen- 
dixes 1,  2,  and  3.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheet  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation,  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  in  detail  the  history  and 
organization  of  the  carrier ;  moneys  and  other  considerations  received 
by  reason  of  issues  of  stocks,  bonds,  and  other  securities,  together 
with  the  syndicating,  banking,  and  other  financial  arrangements 
attending  their  issue;  the  net  and  gross  earnings;  the  development 
of  fixed  physical  property;  investment  in  road  and  equipment;  the 
cost  of  lands,  rights  of  way,  and  terminals;  the  general  balance 
sheet  statement;  and  other  pertinent  information.  Appendix  3  is 
a  statement  of  the  method  for  determining  working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences  be- 
tween the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
the  State  in  which  the  carrier  embraced  in  this  proceeding  is  situated, 
give  the  details  respecting  the  figures  here  reported,  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  inspec- 
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tion,  and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 


appendix  l 

TRAJT1C  CONNECTION* 

The  carrier  bus  a  direct  connection  at  Lubbock  with  tbe  line  of  The  Pecos 
and  Northern  Texas  Railway  Company,  which  is  operated  by  the  Panhandle 
and  Santa  Fe  Railway  Company,  for  interchange  of  traffic. 

PHYSICAL  CONOrnONS  AFFECTING  CONSTRUCTION 

The  country  traversed  by  this  railroad  is  a  level  prairie. 

ECONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

There  is  very  little  agriculture  but  considerable  stock  raising  in  the  country 
traversed  by  this  railroad. 

ROAD 

Grading. — The  grading  is  very  light 

Rail. — About  30  per  cent  of  tbe  rail  is  new  00-pound  open  hearth;  about  60 
per  cent  is  75-pound  re-lay,  and  the  remainder  is  52- pound  re-lay. 

EQUIPMENT 

The  carrier  owns  and  uses  the  following  equipment:  One  steam  locomotive, 
two  freight-train  cars,  two  passenger-train  cars,  one  work-equipment  unit. 
Any  other  equipment  used  in  the  operation  of  this  railroad  is  obtained  on  a 
per  diem  basis  under  what  is  known  as  the  Santa  Fe  equipment-pool  agreements. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  8  to  47. 
General  expenditures,  exclusive  of  Interest  have  been  estimated  at  1.5  per 
cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construc- 
tion has  been  estimated  for  one-half  the  construction  period  of  12  months,  plus 
8  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditure  accounts, 
except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated  for  8 
months  at  6  per  cent  per  annum. 
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SUMMARY 

Wholly  oumcd  and 


CIttSSOfl 


 ----- 


Engineering  

Grading.  

Bridges,  trestles,  and  Culverts 

Tics.  _  

Ftfi& Is. .  -  

Other  tmck  material  

lUliast..  

Trucklaylnp:  and  surfacing  - . . 
Klght-of  way  fences. 

Crossings  and  signs  

Station  and  othvn  buildings 

Ro.vlvrny  buildings  

Water  station*  

Fuel  stations  .  . .. 

Shops  and  enplue  hous<>s.__ 

Signals  and  Interlocked  

Rondway  machines.  _  

Roodwny  small  tools  

Shop  machinery  


Cost  of 
reproduc- 


ToUil,  1,  and  3  to  47,  Inclusive. 


II.  EQUIPMENT 


Btfani  locomotives. . 

Freight- train  nirs  

Pusscngcr-tniin  cars. 
Work  equipment... 


Total,  61  to  58,  inclusive  


Organisation  oipeu.v.s  

General  officers  and  clerks.  _ 

I-iw.   _  

Stationary  and  printing  

Tiura   

Othur  expen.luurt-s.  Rrnond. 
Interest  during  construction. 


$16,806 
70. 196 
17.002 
79,419 
134, 266 
22,588 
479 
44.474 
12,164 
2.121 
17,987 
2,393 
2,834 
880 
3,293 
21 
386 
262 
1.007 


,107 


Cost  of 
reproduc- 
tion less 
depreda- 
tion 


12, 659 
1, 1."* 
8.204 
1,000 


22,921 


0,438 


19,946 


Total.  71  to  77,  inclusive.  

Grand  total,  1,  and  3  to  77,  inclusive  


20,384 


478,472 


I16.SU 
70,196 
11,801 
39,911 

124,334 
16,897 
356 
94,242 

"iS 

14,314 
1,929 
1,6© 
616 
2,066 
21 
216 
144 
533 


347,861 


11. 145 
443 

1,9SJ 


13,1 


6,215 


21.303 


383,817 


INTRODUCTORY 

The  carrier  Is  a  corporation  of  the  State  of  Texas,  on  date  of  valuation.  The 
carrier  is  controlled  by  The  Atchison,  Topeka  and  Santa  Pe  Railway  Com- 
pany, which  purchased  the  outstanding  capital  stock  in  August,  1915. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  under  provisions  of  chapter  1,  title  94,  of  the 
Revised  Statutes  of  Texas,  on  April  6,  1910,  for  a  period  of  60  years.  It  was 
organized  by  John  Stuart  Coonley,  of  Chicago,  111.,  and  Julian  M.  Bassett,  of 
Crosbyton,  Tex.,  partly  for  the  purpose  of  colonizing  a  large  tract  of  land 
adjacent  to  Crosbyton,  Tex.,  owned  by  the  C-B  Live  Stock  Company,  which  was 
controlled  by  Coonley  and  associates. 
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DEVELOPMENT  OF  FIXED  PHYSICAL  PROPERTY 

The  property  of  the  carrier  was  acquired  by  construction,  partly  with  its 
own  forces  and  partly  by  Walter  H.  Denison,  an  independent  contractor.  The 
road  consists,  on  date  of  valuation,  of  38.435  miles  of  main  line  and  5.232  miles 
of  other  tracks.  Construction  began  on  July  12,  1910.  The  road  was  placed 
In  operation  April  10.  1011. 

HISTORY  OF  CORPORATE  FINANCING 

Syndicating,  hanking,  and  other  financial  arrangements. — The  carrier  was 
financed  through  the  issuance  of  its  capital  stock  and  notes  and  by  advances 
received  from  the  C— B  Live  Stock  Company. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation,  April 
6,  1910,  to  date  of  valuation,  the  carrier  issued  capital  stock  and  long-term 
notes  and  incurred  nonnegotiable  debt  to  affiliated  companies,  as  disclosed  by 
its  records,  aggregating  $1,028,932.66,  of  which  $509,873.08  are  outstanding 
on  date  of  valuation,  as  summarized  in  the  following  table : 


ClMS 

Issued 

Retired 

Actually 
outstand- 
ing 

Capital  stock,  par  value,  common  

$150. 000. 00 
420. 642. 75 
458, 289. 91 

$160, 000.  00 
859, 87$.  08 

Funded  debt,  par  value,  issued  

Nonnegotiable  debt  to  affiliated  companies  

$00, 7011. 07 
458. 289. 91 

1,028.932.66 

819,069.68  |  609,873.08 

Capital  stock.— Capital  stock  was  authorized  to  the  par  value  of  $150,000. 
all  of  which  was  issued  in  retirement  of  nonnegotiable  debt  and  is  outstanding 
on  date  of  valuation. 

Long-term  notes. — Between  November  1,  1910,  and  April  30,  1913,  the  carrier 
issued  34  notes,  aggregating  $420,042.75  par  value,  bearing  interest  at  6  and 
8  per  cent  per  annum.  Five  of  the  notes,  amounting  to  $60,769.67,  were  retired 
during  1913  and  1914,  leaving  29  notes,  $359373.08  par  value,  due  November. 
1915,  outstanding  on  date  of  valuation.  The  notes  were  Issued  and  reacquired 
for  the  following  recorded  considerations: 


Consideration 

Recorded 
amount 

Par 
value 

Issued: 

$120, 000. 00 
4,841. 12 
235,031.96 
8, 000.00 
300.00 
52,469.67 

420.  642  76 

$120, 000. 00 
4, 841.  IS 
235,  031.96 
8,000.00 
300.00 
52,  469.  67 

420,  641  76 

Settlement  of  current  accounts,  C-B  Live  Stock  Company  -  

Equipment  

Reacquired  and  retired: 

Oaab  

62  409'  67 

60,  709.  67 

8,  300.00 
52,  469.  67 

00,  769.  67 

359,  873.  08 

Nonnegotiable  debt  to  affiliated  companies. — The  carrier  received  as  advances 
from  the  O-B  Live  Stock  Company  $458,289.91,  all  of  which  had  been  repaid 
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prior  to  date  of  valuation.  The  details  of  the  amounts  received  and  the  mannet 
of  repayments  follow: 

Received  by  carrier  from  C-B  Live  Stock  Company: 

Cash   _  $329,  566. 50 

Vouchers  of  the  carrier  paid  by  OB  Live  Stock  Company          107, 320. 22 

Commission  and  guaranty  allowed  C-B  Live  Stock  Company 
for  accepting  notes  in  settlement ;  10  per  cent  on  $214,031.06 
par  value,  charged  to  investment  in  road  and  equipment..  21,403.19 


Total   _  458.2SU.91 


Paid  by  carrier  to  C-B  Live  Stock  Company: 

Cash   73, 257.  95 

Capital  stock,  par  value   190,000.00 

Long-term  notes,  par  value     235,031.90 


Total     _   458,289.19 


RE8UXTB  OF  CORlH)BATK  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below : 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  April  10,  1911,  to  date  of 
valuation,  follows : 


Year 

Pert© 

Operating  income: 

Railway  operating  revenues  

$83,3*0. 40 
42, 123.07 

41,227.33 

2,789.07 

$280,280.  59 
181.  §07. 84 

08,412.75 

11,832.30 
70.08 

2,780.07  11,802.44 

38.438,26 

8fl.510.31 

Nonopcratlng  income: 

87.86 
1,168.78 

87.85 
1,281.44 
34.23 

1,257.63 

1,403  52 

87.  S»1S.  83 

Deductions  from  gross  income: 

5.8*4.90 

2,  3432.  08 
23.tV2.3S 

17. 153. 81 
6,417.10 
107.  965.  71 
230.83 

131, 707. 04 

32.21K  3« 

7, 47(5.53 

43.  an.  2i 

An  examination  showed  that,  under  our  present  classification  of  accounts, 
certain  items  Included  elsewhere,  which  are  detailed  below,  would  be  includible 
in  the  Income  account.  Certain  items  recorded  in  the  profit  and.  loss  account 
of  the  carrier  would  be  includible  in  an  income  statement  for  the  period.  Those 
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Items,  grouped  according  to  the  effect  their  adjustment  would  hare  on  the 
income  for  the  period,  are  as  follows : 

Increase,  transferable  from — 

Profit  and  loss,  delayed-lncome  credits: 

Railway  operating  revenues  $1,045.30 

Hire  of  equipment   1. 96  SI,  345. 26 

Interest  on  unfunded  debt   208. 00 

Investment  in  road  and  equipment,  interest  on  bank  balances 
accruing  after  the  road  was  placed  in  operation   80. 58 

Total  further  credit  to  income   1, 875. 84 

Decrease,  transferable  from — 

Profit  and  loss,  delayed-lncome  debits: 

Uncollectible  railway  revenues   $4.07 

Railway  operating  expenses   1, 233. 85 

Taxes   350.40 

Investment  in  road  and  equipment : 

Interest  on  equipment  notes   300.00 

Interest  on  notes,  applicable  to  operating  period.  18, 218.  48 
Salaries  of  general  officers  and  clerks  and  other 

expenditures  applicable  to  operating  period   2, 122. 00 


1.  588.  32 


20, 640.57 


Total  further  debit  to  income—    22, 228.  80 


Net  further  debit  to  income   20, 853. 05 

If  the  income  account  of  the  carrier  were  adjusted  to  the  extent  indicated, 
the  debit  balance  transferable  to  profit  and  loss  would  be  increased  $20,853.05, 
or  to  $04,706.26. 

Profit  and  I099  ttatement. — A  condensed  summary  of  the  profit  and  loss  ac- 
counts for  the  period  April  10,  1011,  to  date  of  valuation  follows : 

Credits : 

Delayed-lncome  credits  (as  detailed  under  income)  $1, 345. 26 

Unrefundable  overcharges   21.05 

Donations     41,277.81 

Miscellaneous  credits,  estimated  value  of  land  donated  for 
stockyards  at  Ralls       70.00 


Total   __  42,  714. 12 


Debits : 

Net  debit  balance  transferred  from  income  -   43, 853. 21 

Delayed-lncome  debits  (as  detailed  under  income)   1, 588. 32 

Surplus  appropriated  for  investment  in  physical  property   1, 540. 70 

Total  _    _  46,982.23 

Debit  balance  as  of  date  of  valuation   4, 268. 11 

Under  the  present  classification  of  accounts  certain  items,  detailed  hereunder, 
would  be  Includible  elsewhere  and  certain  Items  in  other  accounts  would  be 
includible  in  profit  and  loss.  These  items  grouped  according  to  their  effect 
on  the  debit  balance  in  profit  and  loan,  are  as  follows : 
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Decrease,  transferable  from  credit*  to  Investment  In 
road  and  equipment: 

Items  as  detailed  thereunder   $3,  348.  20 

Items  transferable  through  Income,  as  detailed 

thereunder   30.  58 

Increase,  transferable  from  charges  to  investment  in 
road  and  equipment: 

Items  as  detailed  thereunder   26, 534. 71 

Items  transferable  through  income,  as  detailed 

thereunder   20, 640.  57 


$3,  378.  78 


47,  175.  28 


Net  increase   43,  796.50 

If  the  profit  and  loss  account  were  adjusted  so  far  as  indicated  above,  and 
if  the  other  items  in  the  profit  and  loss  account  were  taken  at  their  recorded 
amounts,  the  debit  balance  would  be  increased  by  $43,796.50,  or  to  $48,064.61. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation,  is  stated  in  its  books  as  $555,977.33,  of  which  the  following 
is  a  general  analysis: 

Construction  and  additions  and  betterments: 

Recorded  money  outlay  for  construction,  additions  and  better- 

ments,  and  equipment,  Including  $3,732.92  for  Interest 

during  construction  $509, 366.  45 

Long-term  note  issued  In  part  payment  for  equipment  (notes 

paid  in  cash)   8,000.00 

Commission  and  guaranty  on  loan  from  C-B  Live  Stock 

Company,  applicable  to  the  construction  period   942.82 

Land  donated  for  stockyards  at  Balls,  estimated  value   70.00 


Total  of  the  above  items     518, 379. 27 

Less — 

Equipment  abandoned,  sold  or  destroyed   $5, 073. 70 

Revenues  in  excess  of  operating  expenses  during 

construction   391. 75 

Interest  on  bank  balance   132. 99 


  6, 198. 44 

Net  of  the  above  items   512, 180. 83 

Other  items,  not  in  accordance  with  the  present  classification 

of  accounts,  net  charges   43, 796.  50 

Debit  items: 

Transferable  to  profit  and  loss  account : 

Commission  and  guaranty  on  loans  from  C-B 
Live  Stock  Company,  applicable  to  the  operat- 
ing period  $20.  460. 87 

Coat  of  roadway  machines  retired  but  not 

written  out  of  account     478.27 

Cost  of  equipment  retired  but  not  written  out 
of  account     5, 601. 07 


Total  „  ,   28, 534. 71 
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Debit  Items— Continued. 

Transferable  to  Income  account: 

Interest  on  equipment  notes   $300.00 

Interest  on  notes,   applicable  to  operating 

period   18, 218.  48 

Salaries  and  expenses  of  general  officers  and 
other  expenditures  applicable  to  operating 

period   2,122.09 

Total   20,  640. 57 

Total  debit  items   47,175.28 

Credit  items : 

Transferable  to  profit  and  loss  account : 

Cash  donations   8,260.70 

Cost  of  cattle  guards  paid  by  citizens   87. 50 

Total   3, 348. 20 

Transferable  to  income  accounts,  interest  on  bank 

balance  after  road  was  placed  in  operation   30.  58 

Total  credit  items   3,378.78 

Total  recorded  as  of  date  of  valuation  $555, 977. 33 

If  the  "  other  items "  were  eliminated  and  if  the  remaining  items  were 


taken  at  their  recorded  amounts,  the  balance  in  the  road  and  equipment  invest- 
ment account  would  be  reduced  by  $43,796.50,  or  to  $512,180.83.  This  balance, 
so  far  as  adjusted,  would,  so  far  as  it  is  resolvable  into  its  constituent  elements. 


comprise  the  following  classes  of  recorded  outlays: 

Recorded  money  outlay,  including  $3,732.92  for  interest  during  con- 
struction  —  $500. 368. 45 

Long-term  notes  issued  in  part  payment  for  equipment  (notes  paid 

in  cash)   8,000.00 

Commission  and  guaranty  on  loans  from  the  O-B  Live  Stock  Com- 
pany applicable  to  the  construction  period   942. 82 

Lands  donated  for  stockyards  at  Ralls,  estimated  value   70.00 


From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent — 

Equipment  abandoned,  sold,  or  destroyed,  credited  at   5, 673. 70 

Revenues  in  excess  of  operating  expenses  during  the  construc- 
tion period   391.76 

Interest  on  bank  balances   182.  99 


The  foregoing  summary  includes  charges  aggregating  $1,233.33  applicable 
to  property  in  course  of  construction  as  of  date  of  valuation.  It  does  not 
include  charges  aggregating  $10.04  recorded  in  the  road  and  equipment  invest- 
ment account  after  date  of  valuation  that  applied  to  property  inventoried, 
neither  does  it  include  credits  aggregating  $7,559.34  entered  in  that  account 
after  date  of  valuation  to  write  out  the  costs  included  in  the  foregoing  sum- 
mary of  property  which  was  not  inventoried  due  to  its  having  been  dismantled. 

The  above  outlays  may  include  some  or  all  of  the  undetermined  cost  of 
lands  classified  herein  as  noncarrier  lands  and  some  or  all  of  the  undetermined 
portions,  assignable  to  noncarrier  lands,  of  the  cost  of  lands  classified  herein 
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as  partly  carrier  and  partly  noncarrler.  The  carrier  has  not  charged  to  the 
miscellaneous  physical  property  account  any  amounts  that  represent  these  non- 
carrier  lands.  The  costs  of  the  above  lands,  so  far  as  they  are  indicated  by 
accounting  records,  are  stated  in  the  paragraphs  devoted  to  cost  of  lands  in 
the  section  on  original  cost  to  date. 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  common-carrier  property  owned  and  used 
by  the  carrier  has  not  been  definitely  ascertained.  The  data  obtained  on  the 
outlay  for  creating  and  improving  the  property  are  those  summarized  below: 

Recorded  money  outlay,  including  $3,732.02  for  interest  during 

construction  $508, 143. 16 

Long-term  notes  (paid  in  cash)   8,000.00 

Commission  and  guaranty  on  loans  from  the  C-B  Live  Stock  Com- 
pany  942.82 

From  which  should  be  deducted  whatever  portions,  not  definitely 
determinable,  of  the  above  outlays  represent— 

Road  and  equipment  retired,  credited  at   13. 233. 04 

Excess  of  revenues  over  operating  expenses  during  the  con- 
struction period   301. 75 

Interest  on  bank  balance   132.90 

The  above  outlays  may  include  some  or  all  of  the  undetermined  cost  of  cer- 
tain lands  classified  herein  as  noncarrler  lands  and  some  or  all  of  the  unde- 
termined portions,  assignable  to  noncarrler  lands,  of  the  cost  of  lands  classified 
herein  as  partly  carrier  and  partly  noncarrler.  The  carrier  has  not  charged 
to  the  miscellaneous  physical  property  account  any  amounts  that  represent 
these  noncarrler  lands.  The  cost  of  the  above  lands,  so  far  as  they  are  Indi- 
cated by  accounting  records,  are  stated  in  the  paragraphs  of  this  section 
devoted  to  cost  of  lands. 

Cost  of  land*. — The  carrier  reports  amounts  aggregating  $3,124.65  as  the 
outlays  by  itself  In  connection  with  lands  owned  or  used  by  it  including  non- 
carrier  lands.  The  returns  made  by  the  carrier  include  certain  lands  which 
were  donated,  a  highway  vacated  to  it  by  a  municipality  without  reported 
consideration,  and  certain  lands  for  which  there  is  no  reference  to  evidence 
of  title.  The  amounts  reported  by  the  carrier  as  costs  incurred  by  it  for  the 
remaining  lands  owued  are  made  up  of  costs  supported  by  accounting  records. 
These  amounts,  classified  according  to  the  classification  herein  of  the  hinds 
to  which  they  apply,  are  summarized  as  follows  i 


Classification 


Costs 
supported  by 


Lands  classified  as  carrier,  owned  and  used  

Lands  classified  as  noncarrier,  owned  

Lands  classified  as  pertly  carrier  Bnd  partly  noncarrier,  owned  and  partly  used. 
Miscellaneous  attendant  costs  not  assignable  to  tbe  Bbove  groups  


*S8 

1.00 


All  of  the  above  lands  are  located  in  the  State  of  Texas. 
Cost  of  machinery  and  equipment.— The  carrier  reports  that  it  owns  and 
six  units  of  equipment,  five  roadway  machines,  and  certain  machinery, 
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with  costs  aggregating  $25,412.  A  verification  of  the  returns  of  the  carrier 
indicate*  that  the  costs  should  he  reduced  by  $4,789.  as  detailed  below : 


Deductions : 

Steam  locomotives — 

Interest  on  equipment  notes   $300 

Overstatement  of  costs   392 

Freight-train  cars,  overstatement  of  costs    626 

Passenger-train  cars,  overstatement  of  costs  2, 414 

Work  equipment,  overstatement  of  costs  1, 057 


Total  4,789 


After  making  the  changes  noted  above  and  classifying  the  returns  accord- 
ing to  the  classification  herein  of  the  property  to  which  they  apply,  the  re- 
vised returns  are  summarized  as  follows : 


Units 

Costs 
supported 
by  aeoount- 

Costs 
(.■■si  loated1 

Machioery: 

ft 

$362 

812 

roi 

1 
2 
2 
1 

674 

701 

Equipment: 

12,270 
474 
6,680 
743 

142 
18 
1A 

Total.  

e 

19.073 

17ft 

MISCELLANEOUS  PHY8ICAL  PROPERTY 

The  accounts  of  the  carrier  do  not  record  as  such  any  investment  in  miscel- 
laneous physical  property  on  date  of  valuation.  However,  certain  parcels  and 
parts  of  parcels  of  land  owned  by  the  company  have  been  classified  herein  as 
noncarrler  lands.  A  summary  of  the  costs  of  these  lands,  as  reported  by  the 
carrier,  is  stated  in  the  paragraphs  devoted  to  cost  of  lands  in  the  section  on 
original  cost  to  date.  The  amount  that  would  be  includible  in  the  miscellane- 
ous physical  property  account  to  represent  the  investment  in  noncarrler  lands 
has  not  been  indicated  by  the  reoerds  reviewed. 

AIDS,  GIFTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  the  following  as  cash  donations  received  in  aid  of  con- 
struction : 

1911  to  1916,  citizen*  of  Crosby  County,  Tex  $16, 345. 62 

1911  to  1915,  citizens  of  Lubbock,  Tex     26, 722. 19 

Total   43,067.81 

In  addition  to  the  above,  the  accounts  of  the  carrier  show  that  4t  received 
other  cash  donations,  as  follows : 

Citizens  of  Balls,  proportion  of  cost  of  establishing  station  at  that 

point  and  abandoning  station  at  Cedrlc  $770.70 

Proportion  of  cost  of  industry  tracks  and  cattle  guards  collected  by 

116I.C.C. 


Digitized  by  Google 


844  INTERSTATE  COMMERCE  COMMISSION  REPORTS 


The  company  also  reports  certain  parcels  of  land  as  having  been  donated  to 
It  by  various  Individuals  and  companies.  The  value  of  these  donated  lands  at 
tlmo  of  acquisition  was  not  reported.  The  report  of  the  carrier  shows  that 
these  donated  lands  were  paid  for  by  right-of-way  committees,  deeds  for  which 
recite  considerations  aggregating  $10,903.40,  as  shown  by  the  carrier  in  Its 
report  upon  the  cost  of  its  lands. 

MATERIAL  AND  BUPPMF.S 

The  Investment  of  the  carrier  In  material  and  supplies,  on  date  of  valuation, 
is  stated  in  Its  books  as  $10,094.17.  This  amount  is  supported  by  a  current 
Inventory  taken  under  the  supervision  of  the  carrier's  accounting  department 

The  carrier  uses  jointly  with  the  Panhandle  and  Santa  Fe  Railway  Company, 
under  lease  dated  August  8,  1911,  the  station  and  yard  facilities  of  The  Pecos 
and  Northern  Texas  Railway  Company,  at  Lubbock,  Tex.,  on  a  rental  basis  of 
$250  per  month.  During  the  year  ending  on  date  of  valuation,  the  carrier 
paid  for  such  use  $3,000.  Of  this  amount,  $2,362.08  was  charged  to  income 
and  the  remainder  to  operating  expenses. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  as  follows: 


Investments,  Investment  In  road  and  equipment   $565,977.33 

Current  assets: 

Cash   7. 813. 09 

Traffic  and  car-service  balances  receivable   104.43 

Net  balance  receivable  from  agents  and  conductors   907. 23 

Miscellaneous  accounts  receivable   80, 319. 76 

Material  and  supplies   10, 094. 14 

Total     48, 738. 68 


Unadjusted  debits: 

Rents  and  insurance  premiums  paid  in  advance   62.50 

Other  unadjusted  debits   125.  30 

Total   187. 80 


Grand  total   604.903.81 

LIABILITIES 

Stocks,  capital  stock  $150,000.00 

Long-term  debt,  funded  debt  unmatured   3.19.  873.  OS 


Current  liabilities: 

Traffic  and  car-service  balances  payable   3, 559. 63 

Audited  accounts  and  wages  payable   3, 698. 27 

Miscellaneous  accounts  payable   901. 67 

Interest  matured  unpaid   75,309.52 

Unmatured  interest  accrued   9, 988. 16 

Total      93,457.25 
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Unadjusted  credits: 

Tax  liability   _   $1,825.78 

Accrued  depreciation,  equipment   2,910.50 

Other  unadjusted  credits  <-   64. 61 

Total   -   4.  300.  89 

Corporate  surplus: 

Additions  to  property  through  Income  and  surplus   1, 540. 70 

Profit  and  loss  debit  balance   4, 268. 11 

Total  corporate  surplus,  debit  balance   2, 727. 41 

Grand  total   604,903.81 


APPENDIX  3 

ANALYSIS  OF  METHODS  FOR  DETERMINING  WORKING  O.hAI. 

Working  capital  is  understood  to  include,  usually,  three  parts:  First,  the 
investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expenses  which 
has  been  collected,  has  reached  the  treasury,  and  has  become  available  for 
paying  bills. 

It  Is  immaterial  whether  this  fund  of  working  capital  Is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by 
impounding  that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 

A  practical  way  to  determine  the  portion  of  expenses  for  service  In  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating  ex- 
penses will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration  has 
been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and  supplies. 
The  factors  affecting  cash  working  capital  are  as  follows :  The  relative  amount 
of  revenue  from  the  various  classes  of  service;  the  elapsed  time  from  the 
beginning  of  such  service  to  the  receipt  In  the  treasury  of  the  revenues  for 
the  service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty 
cars  to  the  point  of  loading,  the  time  consumed  in  loading,  and  the  time  the 
receipts  are  in  transit  to  the  treasury,  and,  for  freight  with  charges  collected 
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at  destination,  in  addition,  the  time  for  movement  under  load,  the  time  con- 
sumed in  unloading,  and  the  credit  period  for  payment  of  charges ;  the  relative 
amount  of  operating  expenses  for  various  purposes ;  and  the  elapsed  time  from 
the  beginning  of  the  accrual  of  such  respective  expenses  to  the  time  when  they 
must  be  puid.  The  factors  in  most  cases  represent  the  experience  of  all  Glass 
I  carriers  and  in  a  few  cases  consist  of  specially  assembled  data  from  the 
experience  of  territorially  scattered  carriers  that  represent  over  40  per  cent 
of  the  operating  expenses  of  all  Class  I  carriers.  For  material  and  supplies, 
consideration  has  been  given  to  the  average  book  value  of  the  stock  carried 
by  all  Class  I  and  Class  II  carriers  on  June  80  for  the  years  1914-1016,  and 
to  the  fact  that  some  part  of  this  stock  is  held  for  additions  and  betterments 
and  new  construction  and  that  some  part  represents  more  or  less  obsolete 
material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  including  cash  advanced  to 
anticipate  revenues,  cash  on  hand,  and  Investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  appli- 
cable to  all  roads  as  n  whole,  as  hereinbefore  mentioned.  These  differences  are 
in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
service,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and 
loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues 
from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  consid- 
ered for  the  purpose  of  valuation  as  "  held  for  purposes  other  than  those  of  a 
common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's 
common-carrier  property  of  that  kind  can  not,  of  course,  be  greater  than  the 
amount  nctually  on  hand.  In  such  cases,  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  value  of  the  material  and  supplies  on 
hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  date  of  valuation,  it  is  found  that  the 
working  capital  used  for  common -carrier  purposes  during  that  period  averaged 
11.41  per  cent  of  the  annual  operating  expenses.  Applying  that  percentage 
to  the  annual  operating  expenses  as  of  date  of  valuation,  determined  to  be 
.$45,520  according  to  the  trend  of  operating  expenses  during  the  preceding 
five  years,  it  is  found  that  the  working  capital  used  for  common-carrier 
ourooses  on  date  of  valuation  is  $5,195. 

116  I.  C.  C. 


Digitized  by  G 


KANSAS  SOUTHWESTERN  BY.  CO 


847 


Valuation  Docket  No.  576 
KANSAS  SOUTHWESTERN  RAILWAY  COMPANY 


Submitted  September  5,  1925.   Decided  October  8,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  The  Kansas  South- 
western Railway  Company,  owned  and  used  for  common-carrier  purposes, 
found  to  be  $739,295,  as  of  June  30,  1916,  and  of  property  used  but  not 
owned,  $81. 

Report  of  the  Commission 

Division  1,  Commissioners  Meyer,  Attchison,  and  Lewis 
By  Division  1  : 

The  Kansas  Southwestern  Railway  Company,  hereinafter  called 
the  carrier,  is  a  corporation  of  the  State  of  Kansas  controlled  by  The 
Atchison,  Topeka  and  Santa  Fe  Railway  Company.  It  owns  and 
operates  a  single-track  standard-gauge  steam  railroad,  extending 
from  Arkansas  City,  Kans.,  to  Anthony,  Kans.,  a  distance  of  59.298 
miles.   It  also  owns  6.198  miles  of  yard  tracks  and  sidings. 

By  our  order  of  July  3,  1925,  entered  in  this  proceeding,  we  com- 
•  plcted  the  tentative  valuation,  as  of  June  30,  1916,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties  in  the  manner  and  as  required  by  law. 
No  protest  was  filed  as  provided  for  in  section  19a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding.  A 
petition  for  leave  to  intervene,  filed  by  the  Western  Union  Telegraph 
Company,  was  denied. 

The  tentative  valuation  will  be  made  final. 


Entered  October  6>, 1926 

It  appearing.  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commis- 
sion under  and  in  compliance  with  the  authority  conferred  and  the 
duties  imposed  upon  it  by  section  19a  of  the  interstate  commerce  act, 
was  duly  given  to  said  carrier  and  to  the  Attorney  General  of  the 
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United  States,  the  Governor  of  Kansas,  and  the  Public  Service 
Commission  of  Kansas; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in,  paragraph  (h)  of  said  section  19a : 

It  is  ordered.  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  The  Kansas  Southwestern 
Railway  Company,  as  of  June  30,  1916: 

Location  and  general  description  of  property. — The  railroad  of 
The  Kansas  Southwestern  Railway  Company,  hereinafter  called  the 
carrier,  is  a  single-track  standard-gauge  steam  railroad,  extending 
from  Arkansas  City,  Kans.,  to  Anthony,  Kans.,  a  distance  of  59.298 
miles.  The  carrier  also  owns  yard  and  side  tracks  totaling  6.198 
miles.  Its  road  thus  embraces  66.496  miles  of  all  tracks  owned. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $407,000  in  stock  and  long- 
term  debt,  of  which  $362,000  represents  capital  stock,  and  $45,000 
nonnegotiable  debt  to  affiliated  companies. 

Results  of  corporate  operations—For  the  period  from  October 
26,  1901,  to  date  of  valuation,  the  aggregate  railway  operating  ex- 
penses have  been  117.4  per  cent  of  the  railway  operating  revenues. 
The  records  reviewed  do  not  indicate  that  any  dividends  have  been 
paid. 

Original  cost  to  date. — The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  neces- 
sary records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation,  is 
stated  in  its  books  as  $364,623.30.  If  readjustments  were  made, 
this  amount  would  be  increased  to  $365,530.12,  detailed  in  Appendix 
2,  of  which  $362,000  represents  the  par  value  of  capital  stock  issued, 
the  cash  value  of  which  at  the  time  of  the  transaction  we  are  not 
able  to  report  because  it  has  been  impossible  to  obtain  the  informa- 
tion. Reference  is  made  in  Appendix  2  to  certain  other  matters 
pertaining  to  the  road  and  equipment  investment  account. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land  and 
material  and  supplies,  are  $885,429  and  $1649,145,  respectively.  These 
amounts,  classified  in  conformity  with  the  classification  of  expendi- 
tures for  road  and  equipment  prescribed  by  us,  are  shown  in  Ap- 
pendix L 

llflLO.0. 


Digitized  by 


KANSAS  SOUTHWESTERN  RY.  CO. 


849 


Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value. — The  carrier  owns  and  uses 
for  common-carrier  purposes  775.80  acres  of  lands.  The  total  origi- 
nal cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records 
are  not  obtainable.  Data  on  their  original  cost  will  be  found  in 
Appendix  2.  The  area  and  present  value  of  the  carrier  lands  owned 
or  used  are  shown  below.  The  carrier's  portion  of  jointly  owned 
lands  is  included  in  the  wholly  owned  and  used  lands. 


Classification 

Acres 

Present 

775.80 
1.45 
775.80 
777.25 

$63,681.60 
61.50 
63,681.60 
63.763.  10 

ToC&J  0WD6d 

Total  used  

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to  later 
dates,  in  accordance  with  the  requirements  of  the  valuation  act,  the 
final  value  herein  reported. 

Property  held  for  purposes  other  than  those  of  a  common  carrier.-^ 
The  carrier  owns  and  holds  for  noncarrier  purposes  4.87  acres  of 
lands.  The  total  original  cost  of  lands  classified  as  noncarrier  can 
not  be  ascertained,  as  the  necessary  records  are  not  obtainable,  but 
data  that  are  obtainable  on  their  original  cost  will  be  found  in  Ap- 
pendix 2.  The  present  value  of  the  4.37  acres  of  noncarrier  lands  and 
improvements  thereon,  owned  by  the  carrier,  is  $1,451.20.  The  car- 
rier owns  and  holds  cash  on  hand  and  material  and  supplies  in  the 
amount  of  $20,335.  Of  this  amount,  $14,295  is  necessary  for  its  use 
as  working  capital,  and  that  sum  is  therefore  included  in  the  final 
value  stated  elsewhere  in  this  report.  The  remainder,  $6,040,  is 
owned  and  held  by  the  carrier  for  noncarrier  purposes. 

Aids,  gifts,  grants  of  rights  of  way,  and  donations. — Of  the  lands 
owned  by  the  carrier  and  included  in  the  preceding  summaries  of 
lands  owned,  the  following  were  acquired  through  aids : 


Classification 

Acres 

Present 
value 

67.47 
.62 

$5,651.80 

m.  70 
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Title  to  the  above  lands  was  acquired  through  deeds  reciting 
merely  nominal  considerations.  The  value  of  these  lands  at  the  time 
acquired  can  not  be  determined. 

Material  and  supplies. — The  book  value  of  material  and  supplies 
on  hand  on  date  of  valuation  is  shown  in  the  carrier's  records  as 
$402.91. 

Final  value.— -After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
working  capital,  and  all  other  matters  which  appear  to  have  a  bear- 
ing upon  the  values  here  reported,  the  values,  for  rate-making  pur- 
poses, of  the  property  of  the  carrier,  owned  or  used,  devoted  by  it 
to  common-carrier  purposes,  are  found  to  be  as  follows : 

Wholly  owned  and  used..  __  _  _   $730.  295 

Used  but  not  owned,  leased  from  private  parties   81 

Total  owned   739. 295 

Total  used    739,376 

The  sum  of  $14,295  is  included  in  the  value  above  stated  as  wholly 
owned  and  used  on  account  of  working  capital,  including  material 
and  supplies.  No  other  values  or  elements  of  value  to  which  specific 
sums  can  now  be  ascribed  are  found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Appen- 
dixes 1,  2,  and  8.  Appendix  1  gives  the  explanatory  text  and  sum- 
mary sheet  showing  the  classification  of  the  cost  of  reproduction  new 
and  cost  of  reproduction  less  depreciation  above  set  forth,  in  con- 
formity with  the  classification  of  expenditures  for  road  and  equip- 
ment prescribed  by  us.  Appendix  2  shows  in  detail  the  history  and 
organization  of  the  present  and  predecessor  corporations;  moneys 
received  by  reason  of  issues  of  stocks,  bonds,  and  other  securities,  to- 
gether with  the  syndicating,  banking,  and  other  financial  arrange- 
ments attending  their  issue ;  the  net  and  gross  earnings ;  a  statement 
of  the  expenditures  of  moneys  accompanied  by  a  statement  of  the 
purposes  thereof;  the  development  of  fixed  physical  property;  invest- 
ment in  road  and  equipment;  the  cost  of  lands,  rights  of  way,  and 
terminals;  the  general  balance  sheet  statement;  and  other  pertinent 
information.  Appendix  3  is  a  statement  of  the  method  for  deter- 
mining working  capital. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75  I. 
C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement  of 
the  methods  employed  and  of  the  reasons  for  the  differences  between 
the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of 
Kansas,  in  which  State  the  carrier  operates,  give  the  details  respect- 
ing the  figures  here  reported,  and  are  on  file  in  the  Bureau  of  Valua- 
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tion  of  the  commission,  open  to  public  inspection,  and  subject  to  the 
direction  of  Congress.  These  reports  are  referred  to  for  greater  par- 
ticularity as  to  the  matters  herein  stated. 


ArPENDIX  l 

TERMINALS 

The  carrier  uses  the  station  facilities  at  Arkansas  City,  owned  by  the  St. 
Louis  and  San  Francisco  Railroad  Company,  and  the  station  facilities  at  Cald- 
well, owned  by  The  Chicago,  Rock  Island  and  Pacific  Railway  Company. 

TRAFFIC  CONNECTIONS 

The  carrier  has  connections  with  lines  of  other  carriers  for  interchange  of 
traffic,  as  follows: 

With  The  Chicago,  Rock  Island  and  Pacific  Railway  Company  at  Anthony, 
and  at  Caldwell. 

With  The  Atchison,  Topeka  and  Santa  Fe  Railway  Company  at  Anthony, 
at  Arkansas  City,  and  at  South  Haven. 
With  Missouri  Pacific  Railroad  Company  at  Anthony. 
With  St.  Louts  and  San  Francisco  Railroad  Company  at  Gouda  Springs*. 
With  Midland  Valley  Railroad  Company  at  Arkansas  City. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION,  ECONOMIC  CONDITIONS  RELATING 
TO  TRAFFIC,  PHYSICAL  CHARACTERISTICS  OF  ROAD 

The  country  traversed  by  this  road  is  slightly  undulating,  the  soil  being  tonm 
and  clay.  The  principal  products  are  agricultural.  The  grading  averages 
about  6,000  cubic  yards  of  excavation  and  10,000  cubic  yards  of  embankment  per 
mile.  Bridges,  with  the  exception  of  one  deck-plate  girder  bridge,  are  pile 
trestles  or  culverts.   The  track  is  laid  with  new  52  and  66  pound  rail. 

EQUIPMENT 

The  carrier  owns  and  uses  two  passenger-train  cars  and  one  unit  of  work 
equipment.  All  other  equipment  is  used  on  a  per  diem  basis  according  to  the 
Santa  Fe  equipment-pool  agreement. 

ENGINEERING  AND  GENERAL  EXPENDITURES 

Engineering  has  been  estimated  at  4  per  cent  on  road  accounts  8  to  47. 
General  expenditures,  exclusive  of  Interest,  have  been  estimated  at  1.5  per  cent 
on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construction 
has  been  estimated  for  one-half  the  construction  period  of  14  months,  plus 
3  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures  accounts, 
except  accounts  2  and  76.  Interest  on  equipment  has  been  estimated  for 
3  months  at  6  per  cent  per  annum. 
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SUMMARY 
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t.  ROAD 


Engineering.... 

Grading  

Bridges,  trestles 

Ties  

Rails 


Other  track  material  

Ballast  _  

Tracklaying  and  rarfaclng  

Right-of-way  fences  

Crossings  and  signs  

Station  and  office  bulldiims  

Roadway  buildings  

Water  stations  

Fuel  stations  

Shops  and  engine  houses  

TeloRTftph  and  telephone  lines. 
Signals  and  interlock 
Roadway  machines.. 
RoHdway  small  tools. 
Shop  machinery  


Total,  1,  and  3  to  47,  inclusive..  

II.  IQl'irMENT 


S31.W3 

$31,643 

144. 195 

143,055 

114,983 

102,887 

173,784 

91.429 

17ft,  127 

120, 102 

25,629 

13,801 

4, 737 

3,574 

68, 758 

41,255 

25, 138 

13,965 

5,338 

4,428 

19,804 

15,479 

6,033 

8,720 

4,145 

3,865 

1,295 

800 

8, 667 

6,588 

9, 5N9 

5,718 

125 

68 

J.  387 

782 

409 

274 

838 

426 

822,  711 

604,90© 

Passenger-train  cars. 
Work  equipment. ... 


Total,  51  to  58,  delusive,  

III.  GENERAL  EXrENniTTRES 


Organt7.ation  expenses. 
General  < 
Law., 
fitatlor 
Taxes. 

Other  expenditures,  general  

Interest  during  construction  


Total,  71  to  77,  inclusive  

Orand  totaL  1,  and  3  to  77,  Inclusive . 


8,090 
407 


M87 

12,341 
41,880 


54,221 


885,429 


3.1 


265 


4.145 

fl,  132 

80,95? 


40.091 


649,  145 


APPENDIX  2 


The  carrier  Is  a  corporation  of  the  State  of  Kansas,  having  its  principal 
office  at  Topeka,  Kans.  It  Is  controlled  by  The  Atchison,  Topeka  and  Santa 
Fe  Railway  Company.  The  property  of  the  carrier  has  been  operated  by  its 
own  organization  daring  its  entire  life. 

CORPORATE  HISTORY 

The  carrier  was  incorporated  under  the  general  laws  of  Kansas  on  October 
24,  1901,  for  a  period  of  900  years,  for  the  purpose  of  acquiring  and  operating 
the  railroad  and  telegraph  line  formerly  owned  by  The  St.  Louis,  Kansas  and 
Southwestern  Railroad  Company,  details  regarding  which  company  arc  given 
in  the  paragraphs  of  this  report  devoted  to  that  company. 
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PHYSICAL 


AH  of  the  59.298  miles  of  road  owned  by  the  carrier  on  date  of  valuation 
was  acquired  through  purchase  from  John  Penman,  of  Paris,  Ontario,  Canada, 
who  had  previously  purchased  the  same  under  foreclosure  from  The  St. 
Louis,  Kansas  and  Southwestern  Railroad  Company,  which  company  con- 
structed the  line  in  1885-1886. 


Syndicating,  banking,  and  other  financial  arrangement*. — The  records  of  the 
carrier  do  not  indicate  that  any  syndicating  arrangements  were  made  in  con- 
nection with  the  issuance  of  its  securities. 

The  carrier  was  financed  through  the  issuance  of  its  capital  stock  and  notes 
and  by  advances  received  from  affiliated  companies,  as  described  in  detail  in 
the  paragraphs  below. 

Capital  stock  and  long-term  debt. — From  the  date  of  its  incorporation,  Oc- 
tober 24,  1901,  to  date  of  valuation,  the  carrier  has  Issued  capital  stock  and 
incurred  nonnegotiable  debt  to  affiliated  companies,  as  shown  by  its  records, 
aggregating  $407,000,  all  of  which  are  actually  outstanding,  as  summarized 
in  the  following  table : 


Claw 


Capital  stock,  par  ralne  

NooneRotlable  debt  to  affiliated  companies,  incurred 

Total  


Issued  and 
actually 
outstand- 
ing 


$362,000 
45,000 


407,000 


Capital  stock.— The  authorized  capital  stock  of  the  carrier  Is  $362,000,  all 
of  which  was  Issued  to  John  Penman  in  payment  for  property  purchased. 
None  of  this  stock  has  been  retired. 

Nonnegotiable  debt  to  affiliated  companies. — The  carrier  received  cash 
advances  from  The  Atchison,  Topeka  and  Santa  Fe  Railway  Company,  amount- 
ing to  $45,000,  all  of  which  is  outstanding  on  date  of  valuation. 

Short-term  notes.— Between  April,  1906,  and  October,  1915,  the  carrier  issued 
and  retired  short-term  notes  in  exchange  for  the  following  recorded  con- 
siderations : 


Par  value 


Cash  

Settlement  of  sundry  current  accounts  _ 
Matured  notes  retired  


Total  Issued  for 


Renewal  of  matured 

Total  

Outstanding  


$256,  ooaoo 

2,  342.  05 

130,  ooaoo 

$256,  ooaoo 

2,  342.05 
130,000.00 

388,342.05 

388,342.05 

4,  ooaoo 

236.83 

130,  ooaoo 

4,000.  00 
238.83 
130,  000. 00 

134,  236.  83 

134, 230. 83 

254, 106.  22 
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The  outstanding  notes,  aggregating  $254,105.22,  are  held  by  The  Atchison, 
Topeka  and  Santa  Fe  Railway  Company  and  are  carried  on  the  carrier's 
general  balance  sheet  as  nonnegotiablc  debt  to  affiliated  companies. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  Income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  Income  accounts  for  the 
year  ending  on  date  of  valuation,  and  for  the  period  October  26,  1901,  to  date 
of  valuation,  follows : 


Operating  Income: 
Railway  operating 
Railway  operating 


-  -  -  -  — 


Net 

Railway  tax  accruals 


S54.197.68 

101,  535,  70 


47,  ^ 


Total  operating  loss  |  50,420.41 


Feriod 


1053,  703.  04 
1,119,940.39 


Nonopcrating  income: 
Hire  of 


lire  of  equipment  

Joint-facility  rent  income  

s  rent  income   

unfunded  securities  end  accounts 


Total. 


Deductions  from  jrross  lr 

Hire  of  equipment.  

Joint-facility  rents   

Miscellaneous  rent*  

Interest  on  unfunded  debt  

Miscellaneous  income  charges. 


Total  

Balance  transferred  to  debit  of  profit  and  loss. 


6,158.71 
241.00 
15 


43,  856.  55 


8,145.41 
330,00 
24.00 


21,  000.  29 
•4,  856.  84 


P*,236.75 
fi2.6W.2S 


1.258.00 
66,  <m.  8S 
345.00 
1.721.  W 


C8.420.71 


51.611.67 
1,800.00 
24.00 
68, 42V.  49 
16,  582.  16 


138,447.  32 


327,879.64 


An  examination  shows  that  under  the  present  classification  of  accounts 
$1355.20  originally  charged  to  operating  expenses  for  additions  and  better- 
ments and  subsequently  transferred  to  investment  in  road  and  equipment  by  a 
credit  to  profit  and  loss  would  be  deductible  from  the  recorded  operating 
expenses.  If  the  income  statement  were  adjusted  to  this  extent,  and  if  the 
other  items  were  taken  at  their  recorded  amounts,  the  debit  balance  transfer- 
able to  profit  and  loss  would  be  reduced  by  $1,355.20,  or  to  $326,524.44. 

Profit  and  loss  statement. — A  condensed  summary  of  the  profit  and  loss 
accounts  for  the  period  October  26,  1901,  to  date  of  valuation,  follows : 

Credits,  miscellaneous  credits: 

Sidetrack  deposits   $275.32 

Additions  and  betterments,  originally  charged  to  operating  ex- 
penses and  subsequently  transferred  to  Investment  in  road 

and  equipment  _  _   1,355.20 

Total    1.G30.52 

■  ■  ■ 

Debits  : 

Debit  balance  transferred  from  income   327, 879. 64 

Debit  balance  ag  of  date  of  valuation   326, 249. 12 
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An  examination  shows  that  under  the  present  classification  of  accounts 
$906.52  credited  to  Investment  In  road  and  eqnipmeut  for  deposits  on  sidetracks 
(roust meted  would  be  credited  to  profit  and  loss.  If  the  profit  and  loss  account 
were  adjusted  to  this  extent,  and  if  the  other  items  were  taken  at  their  recorded 
amounts,  the  debit  balance  would  be  reduced  by  $906.82,  or  to  $325,342.30. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  invest  meat  of  the  carrier  in  road  and  equipment,  including  land,  on 
date  of  valuation,  Is  stated  in  its  books  as  $364,023.30,  of  which  the  following 
is  a  general  analysis: 

For  property  purchased,  capital  stock  Issued  to  John  Penman  for 
property  formerly  owned  by  The  St.  Louis,  Kansas  and  South- 
western Railroad  Company,  purchased  October  26,  1001,  par 


value  $362,000.00 

For  additions  and  betterments,  recorded  money  outlay: 
Charged  directly  to  investment  in  road  and  equip- 
ment $2,174.92 

Transferred  from  operating  expenses   1,355.20 

  3,  530. 12 

Total  of  above  Items   365,  580. 12 

Other  Items,  credit,  not  In  accordance  with  the  present  classifica- 
tion of  accounts,  transferable  to  the  profit  and  loss  account,  side- 
track deposits  _    906.82 


♦  ™    ■  ■ 

Total  recorded  as  of  date  of  valuation    364, 623. 30 


If  the  foregoing  "  other  items  "  were  eliminated,  and  if  the  remaining  items 
were  taken  at  their  recorded  amounts,  the  balance  in  the  road  and  equipment 
investment  account  would  be  increased  by  $906.82,  or  to  $365,530.12.  The  bal- 
ance in  the  road  and  equipment  investment  account,  if  adjusted  to  the  above 
extent,  so  far  as  Is  resolvable  into  the  kinds  of  considerations,  would  comprise 
the  following  classes  of  recorded  outlay:  Outlay  in  par  value  of  securities, 
$362,000;  recorded  money  outlay,  $3,530.12. 

The  foregoing  summary  Includes  charges  aggregating  $2330  applicable  to 
property  in  course  of  construction  as  of  date  of  valuation.  It  does  not  Include 
charges  aggregating  $10,20432  recorded  in  the  road  and  equipment  investment 
account  after  date  of  valuation  that  applied  to  property  inventoried,  neither 
does  it  include  credits  aggregating  $5,732.46  entered  in  that  account  after  date 
of  valuation  to  write  out  the  costs  Included  in  the  foregoing  summary  of  prop- 
erty which  was  not  inventoried,  due  to  its  having  been  dismantled. 

The  above  outlays  may  include  some  or  all  of  the  undetermined  cost  of  cer- 
tain lands  classified  herein  as  noncarrler  and  some  or  all  of  the  undetermined 
portions,  assignable  to  noncarrler  lands,  of  the  cost  of  lands  classified  herein 
as  partly  carrier  and  partly  noncarrler.  The  carrier  has  not  charged  to  its 
miscellaneous  physical  property  account  any  amounts  that  represent  these  non- 
carrier  lands.  The  costs  of  the  above  lands,  so  far  as  they  are  indicated  by  ac- 
counting records,  together  with  certain  amounts  reported  by  the  carrier  as  costs 
of  such  lands,  but  which  are  not  supported  in  the  accounts,  are  stated  in  the 
paragraphs  devoted  to  cost  of  lands  in  the  section  on  original  cost  to  date. 

ORIQINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land  owned 
by  the  carrier  and  used  for  common-carrier  purposes,  has  not  been  definitely 
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Ascertained.  No  construction  records  have  been  obtained  for  the  St.  Louis. 
Kansas  and  Southwestern  Railroad  Company,  which  originally  created  the 
property.  The  only  outlay  that  can  be  shown  represents  certain  additions  and 


betterments,  as  follows: 

By  the  carrier,  recorded  money  outlay   $18,771.14 

From  which  should  be  deducted  whatever  portion,  not  definitely 
determinable  of  the  above  outlay  represents  property  retired, 

credited  at   0, 732. 46 

By  the  Kansas  Southwestern  Railroad  Company,  recorded  money 

outlay  for  improvements  on  leased  railway  property   30,059.07 


In  addition  to  the  above,  the  records  of  The  St  Louis,  Kansas  and  South* 
western  Railroad  Company  show  charges  to  income  of  $4,989.14,  purporting  to 
be  for  equipment  However,  since  it  is  not  possible,  solely  from  an  analysis 
of  the  accounts,  to  determine  whether  such  charges,  on  the  one  hand,  repre- 
sent the  cost  of  additional  property  in  existence  on  date  of  valuation  and,  on 
the  other  hand,  do  not  represent  renewals  or  replacements,  In  whole  or  In 
part,  of  the  property  retired  and  not  written  out  of  the  accounts,  this  amount 
has  not  been  transferred  to  the  road  and  equipment  investment  account  On 
the  other  hand,  it  has  not  been  determined  whether  there  should  not  be 
further  deductions  for  property  retired. 

Cost  of  land*. — The  carrier  reports  amounts  aggregating  $75,084.63  as  the 
outlays  by  itself  and  its  predecessors  in  connection  with  lands  owned  or  used 
by  it,  including  noncarrier  lands.  A  verification  of  the  amounts  indicates  that 
the  reported  outlays  should  be  Increased  by  $8.45,  as  detailed  below : 

Additions,  understatement  of  costs  $10.00 

Deductions,  cost  reported  for  lands  not  owned   1.55 

Net  additions   8.45 

The  returns  made  by  the  carrier  Include  certain  lands  for  which  nominal 
deed  considerations  only  are  reported;  certain  lands  obtained  through  adverse 
possession;  certain  lands  leased  without  reported  coats;  and  certain  rights  In 
private  lands  for  which  no  costs  are  reported. 

The  amounts  reported  by  the  carrier  as  costs  incurred  by  It  or  its  predecessor 
for  the  remaining  lands  owned,  after  making  the  changes  noted  above,  are 
made  up  In  part  of  costs  supported  by  accounting  records  and  In  part  of 
substantial  considerations  named  in  deeds,  which  the  carrier  returned  as 
costs,  but  which  are  not  supported  by  accounting  records.  These  amounts, 
classified  according  to  the  classification  herein  of  the  lands  or  rights  to  which 
they  apply,  are  summarized  as  follows : 


Classification 

Costs  sup- 
ported by  ac- 
counting 
records 

Amounts  not 
support o»l  by- 
account  ing 
records 

Lands  classified  as  carrier: 

Owned  and  used,  Includes  cost  of  certain  Linda  classified  as  partly  carrier 

$39,043.15 
78.00 

39,  119.  15 
4,321.40 

863.00 

$29, 987.  53 

20,987.  53 

800.00 

Lands  classified  as  partly  carrier  and  partly  noncarrier,  owned  aDd  partly 
used..  

All  of  the  above  lands  are  located  in  Kansas. 
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C09i  of  machinery  and  equipment.— The  carrier  reports  that  it  owns  and 
uses  3  unite  of  equipment,  13  roadway  machines,  and  certain  machinery,  with 
costs  aggregating  $10,625,  summarized  as  follows : 


*                                  Ol&ssiflc&t  loo 

Units 

Costs  sup- 
ported by 
accounting 
records 

Costs  esti- 
mated 1 

Machinery: 

13 

$1,365 

$701 

TotaL  

1,285 

791 

Equipment: 

2 
1 

Is  II 

3 

8,569 

>  Amounts  estimated  by  the  carrier  or  otherwise  not  supported  by  accounting  record*. 


All  other  equipment  is  used  on  a  per  diem  basis  according  to  the  Santa  Fe 
equipment-pool  agreement. 

MISCELLANEOUS  PHYSICAL  PROPERTY 

The  carrier  shows  no  investment  in  miscellaneous  physical  property.  How- 
ever, there  have  been  classified  herein  as  noncarrier  certain  parcels  of  land 
and  parts  of  parcels  of  lands  owned  by  the  carrier.  A  summary  of  the  cost 
of  these  lands  reported  by  the  carrier  as  applying  thereto,  with  revisions  made 
as  previously  explained,  Is  stated  In  the  paragraphs  devoted  to  the  cost  of  lands 
in  the  section  on  original  cost  to  date.  The  portion  of  such  costs  that  would 
be  includible  in  the  miscellaneous  physical  property  account  is  not  indicated 
by  the  records  reviewed. 

AIDS,  GIFTS,  GRANTS,  AND  DONATIONS 

The  carrier  reports  that  no  aids,  gifts,  grants,  or  donations  were  received 
by  it  or  its  predecessor,  and  none  were  found  of  record.  The  report  of  the 
carrier  upon  the  cost  of  its  lands  shows  that  certain  lands  were  acquired  by 
it  or  its  predecessor  through  deeds  that  recite  merely  nominal  considerations. 
Since  the  records  do  not  indicate  that  any  actual  payment  was  made  in  the 
acquisition  of  these  lands,  they  are  herein  designated  as  apparent  aids. 

LEASED  RAILWAY  PROPERTY 

The  carrier  uses  on  date  of  valuation  facilities  owned  by  other  companies 
and  other  companies  use  facilities  owned  by  the  carrier  to  the  extent  indicated 
in  the  statement  below.  The  description  of  the  property,  the  period  and  terms 
of  use,  and  the  rentals  accrued  and  charged  or  credited  to  income  for  the 
year  ending  on  date  of  valuation,  are  as  follows : 

Solely  owned,  but  jointly  used,  used  with — 

The  Chicago,  Rock  Island  and  Pacific  Railway  Company, 
tracks,  24  miles,  from  Caldwell  to  Anthony,  Kans. ;  for  the 
use  of  the  tracks  the  carrier  received  a  lump  sum  of  $4,093, 
plus  a  proportion  of  revenue  derived  from  tickets  and 
excess-baggage  checks  on  The  Chicago,  Rock  Island  and 
Pacific  Railway  Company  trains  on  the  Kansas  South- 
western's  tracks   $5,915.10 

The  Atchison,  Topeka  and  Santa  Fe  Railway  Company,  tracks 

at  Anthony,  Kans.,  including  wye   243.61 
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Jointly  used  but  not  owned,  owned  by — 

St.  Louis  and  San  Francisco  Railroad  Company,  station 
facilities  at  Arkansas  City,  Kans.,  including  0.35  mile  of 
track  across  Arkansas  River  bridge;  proportion  of  tbe 

operating  expenses  borne  by  the  carrier   $210.00 

The  Chicago,  Rock  Island  and  Pacific  Railway  Company,  sta- 
tion facilities  at  Caldwell,  Kans.,  including  0.90  mile  of 
track  between  Caldwell  and  Caldwell  Junction,  Kans.;  pro- 
portion of  the  operating  expenses  borne  by  the  carrier — _  120.00 

GENERAL  BALANCE   SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  as  follows: 

Investments,  investment  in  road  and  equipment  $304, 623.  SO 


Current  assets; 

Cash   19,932.88 

Traffic  and  car-service  balance  receivable   886.40 

Net  balance  receivable  from  agents  and  conductors   437. 75 

Miscellaneous  accounts  receivable   5,624.25 

Material  and  supplies     402.91 

Total   26,783.66 

Deferred  assets,  working-fund  advances   10.00 

Unadjusted  debits: 

Rents  and  insurance  premiums  paid  in  advance   65.81 

Other  unadjusted  debits   85.62 

Grand  total   891,567.89 

LIABILITIES 

Stock,  capital  stock   $362,000.00 


Long-term  debt,  nonnegotiable  debt  to  affiliated  companies   299, 105. 22 

Current  liabilities : 

Traffic  and  car-service  balances  payable   2,508.75 

Audited  accounts  and  wages  payable   19,986.33 

Miscellaneous  accounts  payable   303. 96 

Interest  matured  unpaid   28,696.74 

Unmatured  interest  accrued   2,117.54 

Total   53,  613.  31 

Deferred  liabilities,  other  deferred  liabilities  ~  130.42 
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Unadjusted  credits: 

Tax  liability     $1,332*10 

Accrued  depreciation,  equipment   1,576.90 

Other  unadjusted  credits      39.08 


Total  liabilities   717,817.01 

Corporate  surplus,  profit  and  loss  debit  balance   326, 249. 12 

Grand  total,  after  deducting  deficit   391,  667. 89 

Demised  Operating  Company 

The  Kansas  Southwestern  Railroad  Compant 

The  above-named  company  was  incorporated  December  28,  1898,  under  the 
general  laws  of  Kansas.  Ita  charter  was  forfeited  July  21,  1014,  under  opera- 
tion  of  Kansas  session  laws  of  1913.  This  company  neither  constructed  nor 
owned  any  common-carrier  property.  It  operated,  from  January  10,  1899,  to 
October  25,  1901,  the  property  formerly  owned  by  The  St.  Louis,  Kansas  and 
Southwestern  Railroad  Company,  consisting  of  a  standard-gauge  steam  railroad 
extending  from  Arkansas  City  to  Anthony,  Kans.,  a  distance  of  59.298  miles. 
This  property  was  leased  from  John  Penman,  of  Paris,  Ontario,  Canada,  who 
had  purchased  the  same  at  foreclosure  sale  on  January  6,  1899.  The  company 
also  used  under  trackage  rights  a  bridge  across  the  Arkansas  River  and  track 
into  Arkansas  City,  owned  by  the  St.  Louis  and  San  Francisco  Railroad  Com- 
pany, about  0.35  mile.  The  company  was  controlled  during  the  period  of 
operation  by  John  Penman  and  associates. 

HISTORY  OP  CORPORATE  FINANCING 

The  company  Issued  15  shares  of  capital  stock  as  director's  qualifying 
shares.  These  were  to  be  paid  for  when  demanded  by  the  company.  Although 
these  shares  were  issued,  the  liability  therefor  was  not  taken  to  account  on 
the  books. 

RESULTS  bF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  In  the  income  account  of  the 
Kansas  Southwestern  Railroad  Company,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
period  from  January  10,  1899,  to  October  25.  1901,  the  date  the  property  was 
*old,  follows: 

Operating  income: 

Railway  operating  revenues   $209,998.66 

Railway  operating  expenses    1    122. 441. 50 


Net  revenue  from  railway  operations   87, 557. 07 

4  Railway  tax  accruals   12,  111.  25 

Gross  income   75, 445. 82 

Deductions  from  gross  income   319.33 

Net  Income   75,126.49 

Profit  and  1o»»  statement.— The  Kansas  Southwestern  Railroad  Company 
maintained  no  profit  and  lorn  account. 
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INVESTMENTS  IN  ROAD  AND  EQUIPMENT 

The  balance  In  the  road  and  equipment  Investment  acceint  of  The  Kansas 
Southwestern  Railroad  Company,  as  of  the  date  of  sale,  was  $2,042.47.  Of 
this  amount,  $1,648.85  represented  costs  of  surreys  of  lines  not  built,  which 
should  have  been  charged  to  profit  and  loss,  and  the  balance  of  $393.62  repre- 
sented costs  of  surreys  In  connection  with  Improvements  on  leased  railway 
property. 

IMPROVEMENTS  OK  LEASED  RAILWAY  PROPERTY 

The  company's  Investment  In  improvements  on  leased  railway  property  was 
$30,559.07.  Of  this  amount,  $393.62  was  Included  In  the  road  and  equipment 
investment  account. 

Predecessor  Company 

The  St.  Louis,  Kansas  and  Southwestern  Railroad  Company,  Gtteda 
Springs,  Caldwell  and  Western  Railroad  Company,  Predecessor  of  the 
Carrier 

INTRODUCTORY 

The  St  Louis,  Kansas  and  Southwestern  Railroad  Company  was  incorporated 
August  27,  1885,  under  the  general  laws  of  Kansas,  as  the  Gueda  Springs, 
Caldwell  and  Western  Railroad  Company.  On  July  31,  1886,  the  name  was 
changed  to  that  first  given.  The  charter  of  the  company  was  forfeited 
July  21,  1914,  under  operation  of  Kansas  session  laws  of  1913.  No  records 
prior  to  March  17,  1897,  were  obtained,  and  those  subsequent  to  that  date 
are  In  such  condition  that  complete  information  regarding  the  activities  of 
the  receiver  could  not  be  obtained. 

The  property  of  this  company  was  operated  by  the  St  Louis  and  Sau 
Francisco  Railroad  Company  prior  to  November  27,  1896,  when  it  was  placed 
in  the  hands  of  a  receiver.  The  receiver  operated  the  property  until  January 
6,  1899,  when  it  was  sold  under  foreclosure  to  John  Penman,  of  Paris,  Ontario, 
Canada,  who  on  October.  25,  1901,  sold  it  to  the  carrier.  The  property 
operated  by  the  receiver  consisted  of  a  line  from  Cole  Junction  to  Anthony, 
Kans.,  59.298  miles,  which  was  owned  by  the  company,  and,  in  addition, 
0.35  mile  of  road  from  Arkansas  City  to  Cole  Junction,  Kans.,  which  was 
leased  from  the  St.  Louis  and  San  Francisco  Railroad  Company. 

DEVELOPMENT    OF    FIXED    PHYSICAL  PROPERTY 

The  entire  59.298  miles  of  road  owned  by  the  company  was  constructed 
during  1885-1886. 

RESULTS   OF   CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  Income  accounts  of  The 
St.  Louis,  Kansas  and  Southwestern  Railroad  Company,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
period  from  March  17,  1897,  to  January  9,  1899,  follows: 

Operating  Income: 

Railway  operating  revenues  197,417.75 

Railway  operating  expenses   62,  232. 83 

Net  revenue  from  railway  operations  ,   85, 184.92 

Railway  tax  accruals   3.65 
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Operating  income — Continued. 

Railway  operating  income   $35, 181. 27 

Expense  of  miscellaneous  operations   27.00 

Total  operating  income   35,154.27 

Nonoperatlng  income   125.54 

Gross  income    85,279.81 

Deductions  from  gross  income: 

Expended  by  receiver  for  new  equipment   4,939.14 

Other  deductions  from  gross  income   4,498.04 

Total    -.    9,487.18 

Net  Income   25, 792. 63 


Profit  and  loss  statement.— The  books  of  The  St.  Louis,  Kansas  and  South- 
western Railroad  Company  contain  no  profit  and  loss  account 

INVESTMENT  IN  BO  AO  AND  EQUIPMENT 

No  construction  records  of  the  property  of  this  company  could  be  found. 
The  only  cost  of  record  is  $4,989.14  representing  equipment  purchased  by  the 
receiver  and  charged  to  income. 

INVESTMENTS  IN  OTHEB  COMPANIES 

The  company's  investments  in  other  companies  consisted  of  advances  made 
to  the  Kansas  and  Southeastern  Railroad  Company.  The  total  charged  as 
advances  was  $18,091.87;  the  repayments  were  $2,774,  leaving  $15,317.87  due 
The  St.  Louis,  Kansas  and  Southwestern  Railroad  Company  at  date  of  fore- 
closure sale. 

APPENDIX  3 

ANALYSIS  0»  METHODS  FOB  DETEBMININO  WOBKINO  CAPITAL 

Working  capital  is  understood  to  Include,  usually,  three  parts:  First,  the 
Investment  in  a  stock  of  material  and  supplies;  second,  the  cash  necessary  to 
pay  the  operating  expenses  Incurred  for  common-carrier  service  prior  to  the 
time  when  the  revenues  from  that  service  are  available;  and,  third,  a  buffer 
fund  of  cash  constantly  on  hand  to  cover  amply  the  recurrent  and  fluctuating 
deficiencies  in  the  Inflow  of  revenue  applicable  to  payments  falling  due. 

Considering  that  the  revenues  from  service  performed  in  any  particular 
period  usually  lag  behind  the  expenses  incurred  for  the  service  within  that 
particular  period,  the  amount  of  cash  working  capital  of  this  sort  needed  for 
operating  purposes  is  the  amount  by  which  the  matured  operating  expenses 
exceed  that  part  of  the  accrued  revenues  applicable  to  operating  expense* 
which  has  been  collected,  has  reached  the  treasury,  and  has  become  available 
for  paying  bills. 

It  is  immaterial  whether  this  fund  of  working  capital  is  provided  by  the 
owners,  or  secured  in  part  on  occasion  through  bank  loans,  or  in  part  by  im- 
pounding that  portion  of  maturing  revenues  which  is  applicable  as  a  return 
on  the  property. 
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A  practical  way  to  determine  the  portlou  of  expenses  for  service  in  any 
period  that  exceeds  maturing  revenues  from  such  service  will  be  to  consider 
that,  of  all  operating  expenses  for  service  in  any  period,  there  will  be  met 
from  maturing  revenues  from  that  service  a  proportion  that  Is  equal  to  the 
proportion  of  all  accrued  revenues  from  service  within  the  period  that  reaches 
the  treasury  within  that  period.  The  remaining  proportion  of  operating  ex* 
penses  will  be  the  measure  of  the  cash  working  capital  actually  used  to  meet 
expenses  in  advance  of  the  receipt  of  revenues  applicable  thereto. 

Consideration  was  given  to  the  various  factors  in  this  relation  between  the 
available  revenues  and  the  expenses  within  any  period.  Also,  consideration 
has  been  given  to  the  requirements  in  the  way  of  a  stock  of  material  and  sup 
plies.  The  factors  affecting  cash  working  capital  are  as  follows:  The  relative 
amount  of  revenue  from  the  various  classes  of  service;  the  elapsed  time  from 
the  beginning  of  such  service  to  the  receipt  In  the  treasury  of  the  revenues  for 
the  service,  including,  for  prepaid  freight,  the  time  for  movement  of  empty 
cars  to  the  point  of  loading,  the  time  consumed  In  loading,  and  the  time  the 
receipts  are  In  transit  to  the  treasury,  and,  for  freight  with  charges  collected 
at  destination,  in  addition,  the  time  for  movement  under  load,  the  time  con- 
sumed in  unloading,  and  the  credit  period  for  payment  of  charges;  the  relative 
amount  of  operating  expenses  for  various  purposes ;  and  the  elapsed  time  from 
the  beginning  of  the  accrual  of  such  respective  expenses  to  the  time  when 
they  must  be  paid.  The  factors  in  most  cases  represent  the  experience  of  aO 
Class  I  carriers  and  in  a  few  cases  consist  of  specially  assembled  data  from  the 
experience  of  territorially  scattered  carriers  that  represent  over  40  per  cent 
of  the  operating  expenses  of  all  Class  I  carriers.  For  material  and  supplies, 
consideration  has  been  given  to  the  average  book  value  of  the  stock  carried  by 
all  Class  I  and  Class  II  carriers  on  June  30  for  the  years  1914-1916,  and  to  the 
fact  that  some  part  of  this  stock  is  held  for  additions  and  betterments  and 
new  construction  and  that  some  part  represents  more  or  less  obsolete  material. 

Considering  these  facts  and  reducing  these  data  to  an  equivalent  percentage 
of  a  year's  operating  expenses,  the  result  indicates  that  the  average  require- 
ment of  carriers  for  operating  working  capital,  Including  cash  advanced  to 
anticipate  revenues,  cash  on  band,  and  Investment  in  a  stock  of  material  and 
supplies,  is  about  13.5  per  cent  of  a  year's  operating  expenses. 

In  determining  working  capital  for  individual  roads,  consideration  is  given, 
so  far  as  data  obtainable  from  reports  on  file  with  us  apply,  to  the  difference 
between  the  factors  applicable  to  those  roads  and  the  average  of  factors  ap- 
plicable to  all  roads  as  a  whole,  as  hereinbefore  mentioned.  These  differences 
are  in  respect  to  the  relative  amount  of  revenues  from  passenger  and  freight 
sen  ice,  and  the  average  haul  of  freight  and  the  ratio  between  empty  and 
loaded  car  movement  in  their  effect  upon  the  elapsed  time  before  the  revenues 
from  each  class  of  service  are  in  hand. 

Only  such  cash  and  material  and  supplies  as  are  used  for  common-carrier 
purposes  may  be  included  in  the  value  found  for  common-carrier  property. 
Since  the  above  method  reveals  the  amount  actually  so  used,  the  remainder  of 
such  assets  that  may  happen  to  be  in  hand  because  of  various  causes  other 
than  those  lying  in  the  performance  of  common-carrier  service  must  be  con- 
sidered for  the  purpose  of  valuation  as  "held  for  purposes  other  than  those 
of  a  common  carrier." 

If  the  amount  of  cash  and  material  and  supplies  held  on  date  of  valuation 
is  less  than  the  amount  determined  by  the  above  method,  due  to  assistance 
from  affiliated  companies  or  to  other  special  circumstances,  the  carrier's  com- 
mon-carrier property  of  that  kind  can  not,  of  course,  be  greater  than  the 
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amount  actually  on  hand.  In  such  cases,  the  value  found  for  working  capital 
is  the  sum  of  the  cash  and  the  recorded  ralue  of  the  material  and  supplies  on 
hand. 

Considering  the  factors  above  enumerated  as  they  existed  for  the  carrier 
during  the  period  of  one  year  preceding  date  of  valuation,  it  Is  found  that  the 
working  capital  used  for  common-carrier  purposes  during  that  i>eriod  averaged 
11.20  per  cent  of  the  annual  operating  expenses.  Applying  that  percentage 
to  the  annual  operating  expenses  as  of  date  of  valuation,  determined  to  be 
$127,645  according  to  the  trend  of  operating  expenses  during  the  preceding 
Ave  years,  it  is  found  that  the  working  capital  used  for  common-carrier  pur- 
poses on  date  of  valuation  is  $14^95. 
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Valuation  Docket  No.  594 
NORTH  LOUISIANA  &  GULF  RAILROAD  COMPANY 


Submitted  September  11,  1925.    Decided  October  8,  1926 


Final  value  for  rate-making  purposes  of  the  property  of  the  North  Louisiana 
&  Gulf  Railroad  Company,  owned  and  used  for  common-carrier  purposes, 
found  to  be  $165,000,  as  of  June  30,  1018,  and  of  property  used  but  not 
owned,  $21,733 

Report  of  the  Commission 
Division  1,  Commissioners  Meyer,  Aitchison,  and  Lewis 
By  Division  1 : 

The  North  Louisiana  &  Gulf  Railroad  Company,  hereinafter  called 
the  carrier,  is  a  corporation  of  the  State  of  Louisiana,  controlled  by 
the  Huie-Hodge  Lumber  Company  through  stock  ownership.  It 
owns  and  operates  a  single-track  standard-gauge  steam  railroad,  ex- 
tending from  Hodge,  La.,  to  Bienville,  La.,  a  distance  of  24.732 
miles.   It  also  owns  2.998  miles  of  yard  tracks  and  sidings. 

By  our  order  of  July  24,  1925,  entered  in  this  proceeding,  we  com- 
pleted the  tentative  valuation  as  of  June  30,  1918,  of  the  property 
of  the  carrier.  Notice  thereof  was  duly  served  upon  the  carrier 
and  other  interested  parties  in  the  manner  and  as  required  by  law. 
No  protest  was  filed  as  provided  for  in  section  10a  of  the  interstate 
commerce  act  by  any  of  the  parties  in  interest  in  this  proceeding. 

The  estimates  of  cost  of  reproduction  covered  by  this  report  are 
based  upon  the  1914  level  of  prices,  while  the  present  values  of  the 
common-carrier  lands  covered  by  the  report  are  based  upon  the  fair 
average  of  the  normal  market  value  of  lands  adjoining  and  adjacent 
to  the  rights  of  way,  yards,  and  terminals  of  the  carrier  as  of  valua- 
tion date.  This  discrepancy  will  be  removed  when  we  adjust  to 
later  dates,  in  accordance  with  the  requirements  of  the  valuation 
act,  the  final  values  herein  reported. 

The  tentative  valuation  will  be  made  final. 
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Order 

Entered  October  8, 1926 

It  appearing,  That  a  notice  of  the  tentative  valuation  of  the  prop- 
erty of  the  above-entitled  carrier,  heretofore  made  by  the  commission 
under  and  in  compliance  with  the  authority  conferred  and  the  duties 
imposed  upon  it  by  section  19a  of  the  interstate  commerce  act,  was 
duly  given  to  said  carrier  and  to  the  Attorney  general  of  the  United 
States,  the  Governor  of  Alabama,  and  the  Alabama  Public  Service 
Commission ; 

It  further  appearing,  That  no  protest  against  said  tentative  valua- 
tion was  filed  with  the  commission  within  the  limit  of  30  days 
specified  in  paragraph  (h)  of  said  section  19a : 

It  is  ordered,  That  the  following  be,  and  it  is  hereby  declared  to 
be,  the  final  valuation  of  the  property  of  the  North  Louisiana  & 
Gulf  Railroad  Company,  as  of  June  30,  1918 : 

Location  and  general  description  of  property, — The  railroad  of 
the  North  Louisiana  &  Gulf  Railroad  Company,  hereinafter  called 
the  carrier,  is  a  single-track  standard-gauge  steam  railroad,  located 
in  northwestern  Louisiana.  The  main  line  extends  from  Hodge  to 
Bienville,  La.,  a  distance  of  24.732  miles.  The  carrier  also  owns 
2.998  miles  of  yard  tracks  and  sidings.  Its  road  thus  embraces 
27.730  miles  of  all  tracks  owned.  A  portion  of  the  rails  and  fasten- 
ings in  the  track  is  leased  from  The  Chicago,  Rock  Island  and  Pacific 
Railway  Company.  The  carrier  is  an  industrial  railroad.  It 
reports  for  the  calendar  years  1917  and  1918  that  about  98  per  cent 
of  its  freight  tonnage  represented  products  of  forests,  most  of  which 
was  received  from  the  Huie-Hodge  Lumber  Company,  which  is  con- 
trolled by  the  same  interests  that  control  the  railroad. 

Capital  stock  and  long-term  debt. — The  carrier  has  outstanding, 
on  date  of  valuation,  a  total  par  value  of  $200,000  in  common  stock. 
It  has  no  outstanding  long-term  debt. 

Resvlts  of  corporate  operations. — For  the  period  from  January, 
1906,  to  date  of  valuation,  the  aggregate  railway  operating  expenses 
have  been  111.6  per  cent  of  the  railway  operating  revenues,  and  for 
the  period  of  10  years  preceding  date  of  valuation,  115.6  per  cent. 
The  ratios  and  the  net  railway  operating  income  or  deficit  for  the 
years  ended  on  June  30,  from  1909  to  1915,  for  the  18  months  ended 
December  31,  1916,  for  the  year  ended  December  31,  1917,  and  for 
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the  6  months  ending  on  date  of  valuation,  are  given  in  the  table 
below. 


Period 


Ratio 

Income  1 

Period 

Ratio 

Income 

136.2 
S5.3 
128.  3 
110.9 
120.4 

>  $0,877 
4,235 
•7,983 
1  6,  V'W 

•1S.944 

Year  1014  

1)4.1 
134.4 

nas 

9a7 
123.  9 

H13.2M 
>  14,781 
»  14.  401 

.  '2.3S6 
•5.121 

Year  1917....  )  

YcflT  10  Id  (6  moot  lis  - .  ------- 

Year  1909.. 
Year  1010.. 
Year  1911.. 
Year  1012.. 
Year  19U.. 


•  Deficit 

The  carrier  has  not  declared  any  dividends  on  its  capital  stock. 

Original  cost  to  date.— -The  original  cost  to  date  of  all  common- 
carrier  property  of  the  carrier  can  not  be  ascertained,  as  the  necessary 
records  are  not  obtainable.  Such  information  respecting  actual 
expenditures  as  can  be  ascertained  is  stated  in  Appendix  2. 

Investment  in  road  and  equipment. — The  investment  of  the  carrier 
in  road  and  equipment,  including  land,  on  date  of  valuation,  is  stated 
in  its  books  as  $286,469.56,  of  which  $200,000,  less  an  undetermined 
portion  thereof  assignable  to  offsetting  items  included  in  the  amount 
recorded  at  $23,179.86,  represents  considerations  other  than  money, 
the  cash  value  of  which  at  the  time  of  the  transaction  we  are  not 
able  to  report  because  it  has  been  impossible  to  obtain  the  informa- 
tion.  Further  information  will  be  found  in  Appendix  2. 

Cost  of  reproduction  new  and  cost  of  reproduction  less  deprecia- 
tion.— The  cost  of  reproduction  new  and  cost  of  reproduction  less 
depreciation  of  all  common-carrier  property,  other  than  land,  owned 
or  used  by  the  carrier,  are  as  shown  below.  The  carrier's  portions  of 
jointly  owned  minor  facilities  are  included  in  the  wholly  owned  and 
used  property. 


Classification 

Cost  of  re- 
production 

Cost  of  re- 
production 
less  depre- 
ciation 

29,787 

21,733 

Used  but  not  owmvJ,  lcusod  from  the  Chicago,  Rock  Island  and  Pacific  Railway 
Total  owned  —  

209,268 
239.045 

iw.  ioo 

180.  S33 

These  amounts,  classified  in  conformity  with  the  classification  of 
expenditures  for  road  and  equipment  as  prescribed  by  us,  are  shown 
in  the  summary  sheets,  which  are  a  part  of  Appendix  1.  Informa- 
tion as  to  the  character  of  the  property  used  but  not  owned  will  be 
found  in  Appendix  2,  under  the  caption  Leased  Railway  Property. 

Cost  of  lands,  rights  of  way,  and  terminals  at  time  of  dedication 
to  public  use,  and  their  present  value, — The  carrier  owns  and  uses 
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for  common-carrier  purposes  206.13  acres  of  laud.  The  total  original 
cost  of  these  lands  can  not  be  ascertained,  as  the  necessary  records 
are  not  obtainable,  but  data  on  their  original  cost  will  be  found  in 
Appendix  2.  Their  present  value  is  $2,800.21. 

Property  held  for  purposes  other  than  those  of  a  common  car- 
rier.— The  carrier  owns  securities  of  the  United  States  Government, 
held  for  noncarrier  purposes,  the  book  value  of  which,  stated  by  the 
carrier  as  its  investment  therein,  is  $195. 

Aids,  gifts,  giwnts  of  rights  of  vxty,  and  donations. — Of  the  lands 
owned  and  used  by  the  carrier  and  included  in  the  preceding  state- 
ment of  carrier  lands  owned,  3.96  acres,  with  a  present  value  of 
$21.18,  were  acquired  through  donation  from  various  individuals. 
We  are  not  able  to  report  the  value  of  these  lands  at  the  time 
acquired,  but  the  carrier  reports  such  value  as  $96.50. 

Material  and  supplies. — The  books  of  the  carrier  do  not  show  any 
material  and  supplies  on  hand  on  date  of  valuation. 

Final  value. — After  careful  consideration  of  all  facts  herein  con- 
tained, including  appreciation,  depreciation,  going-concern  value, 
and  all  other  matters  which  appear  to  have  a  bearing  upon  the  values 
here  reported,  the  values,  for  rate-making  purposes,  of  the  property 
of  the  carrier,  owned  or  used,  devoted  by  it  to  common-carrier 


purposes,  are  found  to  be  as  follows  : 

Wholly  owned  and  used  _   $165,000 

Used  but  not  owned,  leased  from  The  Chicago,  Rock  Island  and  Pacific 

Railway  Company   21, 733 

Total  owned   165,000 

Total  used     186, 733 


The  records  do  not  show  that  there  was  any  stock  of  material  and 
supplies  or  of  cash  on  hand  on  date  of  valuation.  Accordingly,  no 
working  capital  is  found  to  be  owned  or  used  by  the  carrier  for  com- 
mon-carrier purposes  on  date  of  valuation.  No  other  values  or 
elements  of  value  to  which  specific  sums  can  now  be  ascribed  are 
found  to  exist. 

Appendixes. — Attached  hereto  and  made  a  part  hereof  are  Ap- 
pendixes 1  und  2.  Appendix  1  gives  the  explanatory  text  and 
summary  sheets  showing  the  classification  of  the  cost  of  reproduction 
new  and  cost  of  reproduction  less  depreciation,  above  set  forth,  in 
conformity  with  the  classification  of  expenditures  for  road  and 
equipment  prescribed  by  us.  Appendix  2  shows  in  detail  the  history 
and  organization  of  the  carrier;  moneys  and  other  considerations 
received  by  reason  of  issues  of  stocks,  bonds,  and  other  securities, 
together  with  the  syndicating,  banking,  and  other  financial  arrange- 
ments attending  their  issue ;  the  net  and  gross  earnings ;  the  develop- 
ment of  fixed  physical  property;  investment  in  road  and  equipment; 
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the  cost  of  lands,  rights  of  way,  and  terminals;  the  general  balance 
sheet  statement;  and  other  pertinent  information. 

Reference  is  made  to  Appendix  3,  Texas  Midland  Railroad,  75 
I.  C.  C.  1,  108,  which  is  hereby  made  a  part  hereof,  for  a  statement 
of  the  methods  employed  and  of  the  reasons  for  the  differences 
between  the  various  cost  values  reported. 

The  accounting,  engineering,  and  land  reports,  copies  of  which 
have  been  furnished  to  interested  parties  and  the  State  officials  of  the 
State  in  which  the  carrier  embraced  in  this  proceeding  is  situated, 
give  the  details  respecting  the  figures  here  reported  and  are  on  file 
in  the  Bureau  of  Valuation  of  the  commission,  open  to  public  inspec- 
tion, and  subject  to  the  direction  of  Congress.  These  reports  are 
referred  to  for  greater  particularity  as  to  the  matters  herein  stated. 


APPENDIX  1 

TRAFFIC  CONNECTIONS 

The  railroad  of  the  carrier  has  connections  with  lines  of  other  railroads  for 
interchange  of  traffic,  as  follows: 

With  the  Chicago,  Rock  Island  and  Pacific  Railway  Company  at  Hodge,  La. 
With  Louisiana  &  North  West  Railroad  Company  at  Bienville,  La. 

PHYSICAL  CONDITIONS  AFFECTING  CONSTRUCTION 

The  country  traversed  is  generally  rolling.   The  sou  is  a  sandy  red  clay. 

FXONOMIC  CONDITIONS  RELATING  TO  TRAFFIC 

The  surrounding  land  was  formerly  heavily  timbered  but  has  gradually  beeu 
cleared  and  Is  being  developed  agriculturally.  Cotton  is  the  principal  crop. 
The  principal  industry  Is  that  connected  with  forest  products.  Most  of  the 
tonnage  bandied  is  obtained  from  the  Huie-Hodge  Lumber  Company,  which 
owns  several  logging  spurs  connecting  with  this  line. 

PHYSICAL  CHARACTERISTICS  OB"  ROAD 

The  grading  is  light,  averaging  about  7,000  cubic  yards  per  mile,  and  la 
common  material  with  the  exception  of  a  small  amount  of  loose-rock  excava- 
tion. There  are  49  pile-and-frame  trestles  on  the  road  aggregating  3,364  feet 
in  length.  The  main  track  is  laid  with  rail  varying  In  weight  from  86  to  60 
pounds,  placed  on  crosstles,  averaging  about  2,900  per  mile  of  road,  that  are 
principally  oak,  with  a  small  percentage  of  cypress  and  gum.  The  rail  leased 
from  The  Chicago,  Rock  Island  and  Pacific  Railway  Company  is  56-pound  relay. 
The  track  is  full  earth  surfaced  with  the  exception  of  a  small  amount  of 
cinder  and  sand  ballast. 
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EQUIPMENT 


The  carrier  owns  and 


two 


O  AND 


locomotives  and  two  passenger-train 


Engineering  has  been  estimated  at  4.26  per  cent  on  road  accounts  3  to  47. 
General  expenditures,  exclusive  of  interest,  have  been  estimated  at  1.5  per 
cent  on  road  accounts  1  to  47,  exclusive  of  account  2.  Interest  during  construc- 
tion has  been  estimated  for  one-half  the  construction  period  of  12  months, 
plus  3  months,  at  6  per  cent  per  annum  on  all  road  and  general-expenditures 
accounts,  except  accounts  2  and  70.  Interest  on  equipment  has  been  estimated 
for  3  months  at  6  per  cent  per  annum.  In  establishing  the  percentage  for 
engineering  and  the  construction  period,  as  shown  above,  consideration  has 
been  given  to  rail  and  fastenings  leased  from  The  Chicago,  Rock  Island  and 
Pacific  Railway  Company. 

BUM  M  ABIES 

The  carrier '8  portions  of  jointly  owned  minor  facilities  are  included  In  the 
reproduction  costs  shown  below  for  property  wholly  owned  and  used. 


Wholly  otonccl  and  used 


Ao- 


Coat  of 
reproduc- 
tion new 


Cost  of 
reproduc- 
tion less 
depre- 
ciation 


i 
;■. 
(■ 
«■ 

so 
] ; 

12 
13 

i; 
:<■ 
17 
18 
19 
20 
26 
27 
37 


61 
M 


71 
72 
73 
74 
76 
77 
76 


I.  ROAD 


Engineering. 

Grading... 
Hrid 

Tips  .  

Kails. 


Other  track  material  

Ballast  

Tracktaying  and  surfacing  

Right-of-way  fences  

Crossings  and  signs  

Station  and  office  buildings... 

Roadway  buildings  

Water  stations  

Fuel  stations  

Shops  and  engine  houses  

Telegraph  and  telephone  lines 

Signals  and  Intorlockers  

Roadway  machines 
Roadway 


Total.  1,  and  3  to  47.  inclusive. 


U.  XQUIPHKNT 


Steam  1 

Pi 


Total,  51  to  68,  inclusive. 


Or  sanitation  expenses  

General  officers  and  clerks..  

Law .  .  -  -  -  '-  --  -..-'.»..-..._. 

Stationery  and  printing  

Taxes. ..........  ....  —  ....  — 

Other  expenditures,  general  

during  < 


«...  ...... ........ . 


Total.  71  to  77. 

Orand  total.  1,  and  3  to  77.  Inclusive  

28928'— 27— Vou  116  50 


$7.M1 

£0,929 
18.  861 
27.  783 
30.310 
9.017 
2.267 
28,885 
1,565 
663 
2,764 
887 
140 
615 
1.218 
1,692 
25 
t,  150 
90 


8, 375 
2,950 


11, 326 


2,797 


8,686 


11,483 


17.601 

50,929 
11,331 
13, 163 
25,747 
6,715 
1. 13*i 
19.004 
1,036 
629 
2,089 
551 
112 
610 
1.029 
784 
19 
977 


6.828 
1.690 


8.018 


2.126 
6,693 


8,719 
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Wholly  used  out  not  owned,  leased  from  The  Chicago,  Rock  Itland  and  Pacific 

Railway  Company 


Ac- 
count 

Classes 

Cost  of 
reproduc- 
tion new 

Cost  of 
reproduc- 
tion less 
depre- 
dation 

I.  ROAD 

$20,971 

762 

9 

10 

It  fills  •••--•> 

Other  track  material  

128,728 

1,068 

Total  1,  and*to77,lnc 

29.787 

21,733 

APPENDIX  2 


The  carrier  1b  a  corporation  of  Uie  State  of  Louisiana,  having  its  principal 
office  at  Hodge,  La.  It  is  controlled  by  the  Huie-Hodge  Lumber  Company  in- 
terests through  ownership  of  a  majority  of  its  capital  stock.  On  the  other 
hand,  the  records  do  not  indicate  that  the  carrier,  itself,  controls  any  other 
common-carrier  corporations.  The  property  of  the  carrier  has  been  operated 
by  Its  own  organization  from  the  date  the  original  10  miles  was  acquired  to 
date  of  valuation. 


The  carrier  was  Incorporated  January  22,  1008,  under  the  general  laws  of  the 

State  of  Louisiana.  The  date  of  its  organisation  was  January  22,  1906. 

DEVELOPMENT  OF  FIXED  PHYSICAL,  PKOPEBTY 

The  owned  mileage  of  the  carrier,  amounting  to  24.732  miles,  was  acquired 
partly  by  purchase  and  partly  by  construction.  The  years  when  the  various 
portions  of  the  line  were  constructed  and  the  manner  in  which  the  carrier  ac- 
quired the  property  are  Indicated  in  the  following  table : 


Acquired  by  construction,  constructed  by  the  carrier,  Danville  to  BlenTllle.La.,  1909-1911  

Acqulredby  purchase  (rom  Huie-Hodge  Lumber  Company  1900,  Hodge  to  Danville,  La.,  con- 


Total. 


Difference  between  total  recorded  mileage  and  mileage  inventoried  as  of  date  of  valuation.. 
Mileage  inventoried  at  of  data  of  valuation  


Recorded 


1&00 
10.00 


oo 

1.368 


732 


The  records  reviewed  do  not  indicate  whether  the  construction  work  of  the 
carrier  was  performed  by  company  forces  or  by  contract  The  rails  and 
fastenings  used  in  12.238  miles  of  the  carrier's  railroad  are  owned  by  The 
Chicago,  Rock  Island  and  Pacific  Railway  Company  and  leased  to  the  Huie- 
Hodge  Lumber  Company,  which  company  grants  the  use  of  the  material  to 
the  carrier. 
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Bytidicoting,  banking,  and  other  financial  arrangements.— Th*  records  re- 
viewed do  not  Indicate  that  any  syndicating  arrangements  have  been  made 
in  connection  with  the  issuance  of  the  securities  of  the  carrier.  In  the  purchase 
of  about  10  miles  of  road  and  equipment  from  the  Hule-Hodge  Lumber  Com- 
pany, the  carrier  issued  $200,000  par  value  of  its  capital  stock.  In  the  con- 
struction of  about  16  miles  of  road,  and  for  additions  and  betterments  to  the 
entire  property,  the  company  was  financed  by  the  Hule-Hodge  Lumber  Company, 
credit  being  given  that  company  in  an  open  account  for  amounts  advanced  for 
such  purposes. 

Capital  stack. — The  authorised  capital  stock  of  the  carrier  is  $1,500,000  par 
value,  divided  Into  shares  of  $100  par  value  each,  all  of  which  Is  classified 
as  common  stock.  Of  the  amount  authorized,  $200,000  has  been  issued  at  par 
in  consideration  for  road  and  equipment  acquired  from  the  Hule-Hodge  Lumber 
Company,  and  Is  outstanding  on  date  of  valuation. 

Other  obligations. — The  carrier  is  indebted  to  the  Hule-Hodge  Lumber  Com- 
pany in  the  amount  of  $165,260.34,  as  of  date  of  valuation,  representing  the 
balance  in  an  open  account  covering  advances  for  construction,  additions  and 
betterments,  and  for  other  corporate  purposes.  The  amount  is  Included  In 
miscellaneous  accounts  payable  In  the  general  balance  sheet  statement  of 
the  carrier. 

RESULTS  OF  CORPORATE  OPERATIONS 

The  results  of  corporate  operations,  as  shown  in  the  income  and  profit  and 
loss  accounts  of  the  carrier,  are  given  below. 

Income  statement. — A  condensed  summary  of  the  income  accounts  for  the 
year  ending  December  31,  1917,  and  for  the  period  January,  1906,  to  date  of 
valuation  follows: 


Operate*  income: 

Railway  operating  revenue*.. 
Railway  operating  eipenses.. 


*31. 445.66 
30,099.92 


144.04 
437,  715.  32 


Net  revenue  from  railway  operations.. 
Net  deficit  from  railway  operations. . . 
Railway  tax  nc 


1,356.74 
2,032."  71 


17, 


Gross  deficit. 


«7*97 


Deductions  from  gross 
Hire  of  equipment 


unfunded  securities  und  account. 


1, 709  04 
1.1M.28 


Total . 


'A  875. 30 


13.22Z2C 
10,227.42 
14tt  IS 


Total  deficit  

I>i!tpr*it!on  of  net  income,  Income  debit  balance  tranferred  to  profit  and  low... 


3.562.27  ' 


95.  5R5.  46 
95,  585  46 


A  certain  income  Item  recorded  in  the  profit  and  loss  account  would  be 
Includible  In  the  Income  statement  for  the  period,  as  follows : 

Additions  to  income,  transferable  from  delayed-income  credits  in 
profit  and  loss  account,  addable  to  railway  operating  revenues  $3, 223. 17 

If  the  Income  accounts  were  adjusted  to  the  extent  Indicated  above,  and  if 
the  items  then  contained  therein  were  taken  at  their  recorded  amounts,  the 
debit  balance  transferable  to  profit  and  loss  would  be  decreased  by  $3,223.17, 

or  to  $02,362.20. 
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For  the  period  from  January,  1006,  to  date  of  valuation,  the  aggregate  rail- 
way operating  expenses  have  been  111.6  per  cent  of  the  railway  operating 
revenues,  and  for  the  period  of  10  years  preceding  date  of  valuation, 
115.6  per  cent  The  ratios  and  the  net  railway  operating  Income  or 
deficit  for  the  years  ended  on  June  30  from  1009  to  1915,  for  the  one  year  and 
six  months  ended  December  31,  1916,  for  the  year  ended  December  31.  1917, 
and  for  the  six  months  ending  on  date  of  valuation  are  given  In  the  table  below  : 


Period 

Ratio 

i 

Income 

Period 

Ratio 

In  corn  in 

Year  1010  

136. 2 
86.3 
128.3 

lias 

120.4 

»W,677.28 
4,  235.  23 
»7,0B3.07  1 
»6,439. 11 
>  13, 943. 62 

Year  1916  (18  months)  

124. 1 
1314 
116.  ft 
05,7 
123.0 

i  S13.25o.01 
'  14,781.50 
l  14,400.  H3 
•2, 384.01 
*  ft,  121. 40 

Year  1918  («  months)  

■  Deficit. 


Profit  and  loss  statement. — A  condensed  summary  of  the  profit  and  loss 


accounts  for  the  period  January,  1906,  to  date  of  valuation,  follows : 
Credits: 

Profit  on  road  and  equipment  sold  $4,960.00 

Delayed-income  credits,  adjustment  of  railway  operating  reve- 

Total   8, 183. 17 

Debits: 

Net  debit  balance  transferred  from  income   95, 585. 46 

Miscellaneous  debits,  all  classed  as  other  miscellaneous  debits—  150. 00 

Total   95,735.46 

— 

Debit  balance  as  of  date  of  valuation   87, 552. 29 


Dividends. — The  carrier  has  not  declared  any  dividends  on  its  capital  stock 
to  date  of  valuation. 

INVESTMENT  IN  ROAD  AND  EQUIPMENT 

The  investment  of  the  carrier  in  road  and  equipment,  Including  land,  on 
date  of  valuation  Is  stated  in  its  books  as  $286,469.56,  of  which  the  following 
Is  a  general  analysis : 

For  property  acquired  by  purchase  from  the  Huie-Hodge  Lumber 

Company,  capital  stock  issued  at  par  value  _  $200,000.00 

For  constroctlon,  equipment,  and  additions  and  betterments,  not 


separable,  recorded  money  outlay: 

Road   $84, 044. 31 

Equipment   25, 605. 11 

  109'  649  *1 

309,649,42 

Less  equipment  retired,  credited  at   23,179.86 


Total  recorded  as  of  date  of  valuation  -   286, 469.  56 


This  amount  is  the  result,  on  the  one  hand,  of  gross  outlays  that  consist,  In 
part,  of  considerations  other  than  cash  recorded  at  $200,000  and.  on  the  other 
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band,  of  items  deductible  from  the  gross  outlays  and  recorded  at  $28,179. 86, 
but  not  deductible  at  the  recorded  amounts  from  any  particular  class  or  classes 
of  such  outlays.  The  cash  value  at  the  time  of  the  transactions  of  the  con- 
siderations other  than  cash  and  of  the  item  deductible  from  the  gross  outlays 
is  not  known  and  can  not  be  definitely  determined,  because  it  has  not  beeu 
possible  to  obtain  the  necessary  information. 

ORIGINAL  COST  TO  DATE 

The  original  cost  to  date  of  the  road  and  equipment,  including  land,  owned 
by  the  carrier  and  used  for  common-carrier  purposes  has  not  been  definitely 
ascertained.  For  the  10  miles  of  road  acquired  from  the  Hule-Hodge  Lumber 
Company,  a  predecessor  noncarrier  company  in  ownership,  no  accounting  or 
construction  records  of  the  outlays  for  its  original  construction  have  been 
found.  For  creating  the  remaining  16  miles  of  road  and  equipment,  Including 
land,  and  for  additions  and  betterments  to  the  entire  property,  the  data  obtained 
are  those  found  in  the  road  and  equipment  investment  account  of  the  carrier, 
summarized  as  follows : 

Recorded  money  outlay  $109,  649. 42 

From  which  should  be  deducted  whatever  portion,  not  definitely 
determinable,  of  the  above  outlay  represents  equipment  retired, 
credited  at   23,179.86 

Oo9t  of  lands. — The  carrier  reports  amounts  aggregating  $2,583  as  the  out- 
lays by  it  In  connection  with  lands  owned  or  used  by  it.  The  returns  made  by 
the  carrier  Include  certain  lands  donated,  and  certain  lands  acquired  with 
improvements  thereon  costs  of  which  were  not  ascertained.  The  $2,583  reported 
by  the  carrier  as  costs  incurred  by  it  for  the  remaining  lands  owned  is  made 
up  of  substantial  considerations  named  in  deeds  or  other  instruments  which 
It  returned  as  costs  but  which  are  not  supported  by  accounting  records.  All  of 
the  foregoing  lands  have  been  classified  herein  as  carrier,  owned  and  used. 
All  of  these  lands  are  located  in  the  State  of  Louisiana. 

Cost  of  machinery  and  equipment. — The  carrier  reports  that  it  owns  and  uses 
seven  units  of  equipment,  with  costs  aggregating  $12,426.25.  A  verification  of 
the  returns  of  the  carrier  indicates  that  the  number  of  units  of  equipment 
should  be  reduced  by  three  and  that  six  units  of  roadway  machines  should  be 
added,  as  detailed  below : 


Description 

Units 

Additions,  roadway  machines: 

TrunsfpiTflf!  frnm  tnl.s«>llanootis  eauinment   

a 

91,100 

Inventoried  but  not  reported  

3 

Tot  bIw  •  •  •  *  ••-••*---»-••--•••-•-»•-• 
Deductions,  miscellaneous  equipment,  tr 

6 

1, 100 
1, 100 

l\ci  louu  iMQucuani  w..  <i 

• 

After  making  the  changes  noted  above  and  classifying  the  returns  according 
to  the  classification  herein  of  the  property  to  which  they  apply,  the  revised 
returns  are  summarized  as  follows: 
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Classification 

Units 

Costs  Jap- 
ported  by 
a  coo  uniting 
records 

Equipment: 

StCSUl  loOOIDOtl VC9>.« •                           •  •  .  «. 

6 

tLioaoc 

2 

S,  375. 00 
2,990.25 

4 

ll.32fi.26 

MISCELLANEOUS  PHYSICAL  PROPERTY 

The  accounts  of  the  carrier  do  not  record  any  Investment  in  miscellaneous 
physical  property  as  of  date  of  valuation. 

INVESTMENTS  IN  OTHER  COMPANIES 

The  Investment  of  the  carrier  In  securities  of  others  on  date  of  valuation 
is  stated  in  its  records  at  a  book  value  of  .$195,  consisting  of  an  investment 
In  United  States  Government  Liberty  bonds. 

AIDS,  0IFT8,  GRANTS,  AND  DONATIONS 

The  carrier  reports  certain  lands  received  by  It  from  various  Individual* 
as  aids,  gifts,  grants,  and  donations,  with  estimated  value  at  acquisition  of 
$96.50.   The  cost  to  the  donors  was  not  reported  by  the  carrier. 

MATERIAL  AND  SUPPLIES 

The  accounts  of  the  carrier  do  not  include  any  Investment  In  material  and 
supplies  as  of  date  of  valuation.  The  Hule-Hodge  Lumber  Company  furnishes 
material  and  supplies  to  the  carrier  as  required,  for  which  credit  Is  given  that 
company  in  an  open  account. 

LEASED  RAILWAY  PROPERTY 

The  carrier  has  on  date  of  valuation  an  arrangement  with  the  Huie-Hodge 
Lumber  Company  covering  the  use  by  it  of  about  1,127  tons  of  rail,  and  certain 
fastenings,  used  in  construction  of  a  portion  of  its  railroad,  which  had  been 
leased  to  the  Huie-Hodge  Lumber  Company  by  The  Chicago,  Rock  Island  and 
Pacific  Railway  Company.  From  1910  to  date  of  valuation  the  carrier  has 
charged  in  its  accounts  amounts  aggregating  $16,227.42,  stated  to  be  rental 
paid  for  the  use  of  this  material. 

GENERAL  BALANCE  SHEET  STATEMENT 

The  general  balance  sheet  statement  of  the  carrier,  as  of  date  of  valuation, 
is  as  follows : 

A8RKTR 

Investments : 

Investment  in  road  and  equipment  $286, 469. 56 

Other  investments,  bonds     195. 00 

Total  ^   286,664.66 
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Current  assets: 

Net  balance  receivable  from  agents  and  conductors   $1, 217. 41 

Miscellaneous  accounts  receivable   1,100.  60 


Total   2, 327. 07 

Unadjusted  debits,  other  unadjusted  debits   3,  225.  09 


Grand  total     292,217.82 

LIABILITIES 

Stock,  capital  stock   200,000.00 


Current  liabilities : 

Traffic  and  car-service  balances  payable   1, 088. 74 

Audited  accounts  and  wages  payable   1,876.51 

Miscellaneous  accounts  payable   167, 174.  56 

Unmatured  rents  accrued   142.42 


Total   169,782.23 


Unadjusted  credits: 

Tax  liability   1, 117. 69 

Accrued  depreciation,  equipment   3,489.27 

Other  unadjusted  credits   5,430.42 


Total   9,  987.  38 


Corporate  surplus,  profit  and  loss,  debit  balance   87,  552.  29 


Orand  total   292,217.82 
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[Numbers  In  parentheses  following  citations  Indicate  papes  on  which  subjects  are  considered) 

ANALYSIS  OF  METHODS. 

Upon  protest  of  carrier  to  omission  from  its  tentative  valuation  of  a  state- 
ment showing  the  methods  used  by  the  commission  in  determining  the 
value  of  its  properties,  Held:  Appendix  3  of  the  Texas  Midland  case, 
75  I.  C.  C.  1,  108,  is  a  complete  analysis  of  the  methods  employed,  is  ap- 
plicable here,  and  may  be  considered  in  connection  with  the  carrier  under 
valuation.  It  is  not  necessary  that  this  analysis  be  reproduced  in  detail 
as  a  part  of  each  valuation,  but  its  publication  in  the  cited  case  with  appro- 
priate reference  thereto  in  subsequent  decisions  is  a  compliance  with  the 
valuation  act.  See  also  75  I.  C.  C.  645,  648;  86  I.  C.  C.  9,  11,  13.  Dela- 
ware &  Hudson  Co.,  611  (617). 

APPRECIATION. 

Carrier  maintained  that  the  correct  value  of  its  road  must  include  a  spe- 
cific sum  for  such  items  as  appreciation,  etc.,  contending  for  an  increase 
in  cost  of  reproduction  by  an  amount  representing  the  opinion  of  a  witness, 
who  was  unable  to  state  what  part  thereof  should  be  applied  to  any  of 
the  items  it  should  cover.  Held:  Evidence  does  not  warrant  any  depar- 
ture from  the  commission's  previously  announced  decision  not  to  include 
a  separate  amount  in  th|  reproduction  cost  estimate  to  cover  these  values. 
Lake  Superior  &  Ishpeming  Ry.,  1  (6). 

ARCHITECT'S  FEES. 

Amount  to  be  found  as  the  cost  of  reproduction  new  for  engineering  is  inde- 
pendent of  sums  included  in  building  accounts  for  architect's  fees.  Rock 
Island-Frisco  Terminal  Ry.,  391  (392). 

ASSESSMENTS  FOR  PUBLIC  IMPROVEMENTS. 

Carrier  protested  omission  from  tentative  valuation  of  a  sum  paid  by  it  as 
assessments  for  public  improvements.  These  assessments  were  for  pav- 
ing, sewers,  etc.,  and  were  charged  against  the  land  benefiting  therefrom, 
It  not  being  shown  that  these  improvements  were  on  the  carrier's  prop- 
erty. Held:  Carrier  property  is  reproduced  as  found  on  valuation  date, 
and  the  value  of  land,  based  on  the  value  of  adjacent  similar  land,  reflects 
the  benefits  of  these  same  improvements.  Rock  Island-Frisco  Terminal 
Ry.,  391  (893). 

BALLA8T. 

Carrier  protested  amount  of  depreciation  applied  by  the  commission  on 
ballast,  contending  that  the  quantity  of  ballast  found  in  existence  on  valu- 
ation date  is  the  amount  measured  and  not  the  original  amount  placed 
in  track.  Held:  Methods  and  principles  applied  and  followed  in  estimat- 
ing depreciation  in  this  case  are  the  same  as  those  approved  in  previously 
decided  cases  and  their  application  is  approved  here.  Dansville  &  Mt. 
Morris  R.  R.,  274  (275-276). 
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BALLAST — Continued. 

While  original  cost  to  a  carrier  during  the  pricing  period  is  not  conclusive 
in  finding  the  cost  of  ballast  in  reproduction  new,  it  is  of  value  for  purposes 
of  comparison.  Rock  Island-Frisco  Terminal  Ry.,  391  (393). 
Contention  of  carrier  that  there  should  be  no  deduction  for  depreciation  in 
the  case  of  ballast  for  reason  that  all  material  inventoried  as  ballast  was 
functioning  as  such  on  date  of  valuation  and  would  continue  so  a*  long 
as  it  remained  in  the  ballast  section  not  sustained.    Id.  (394). 

BRIDGE  HARDWARE.    See  Bridges,  Trestles,  and  Culverts. 

BRIDGES,  TRESTLES,  AND  CULVERTS. 

Carrier  contended  for  an  increase  in  estimate  of  cost  of  reproduction  new 
for  bridges,  trestles,  and  culverts,  based  on  the  assumption  that  because 
the  engineering  report  docs  not  report  separately  the  quantities  of  exca- 
vation and  grubbing  necessary  in  their  construction,  those  items  have 
been  omitted.  Held:  Prices  reported  include  amounts  for  costs  other 
than  for  material  alone,  and  prices  applied  are  sufficient  to  include  costs 
referred  to  by  carrier.  Lake  Superior  &  Ishpeming  Ry.,  1  (3). 
Contention  of  carrier  for  an  increase  in  the  unit  price  of  bridge  hardware 
from  1  to  5  cents  per  pound,  not  sustained  and  unit  price  of  4.  cents 
approved.    Clinton  &  Oklahoma  Western  Ry.,  247  (249) . 

BUILDING8  AND  STRUCTURES. 

Removal  of,  in  Locating  Bight  of  Way:  Carrier  asserted  that  in  construct- 
ing its  railroad  it  was  necessary  to  remove  certain  buildings  from  the  right 
of  way,  and  contended  that  amounts  expended  for  this  work  should  be 
added  to  cost  of  reproduction.  Held:  Fact  that  these  costs  may  have 
been  incurred  on  original  construction  is  not  conclusive  that  they  would 
be  incurred  on  reproduction.  In  estimating  cost  to  reproduce  a  railroad 
it  is  assumed  that  the  location  of  a  highway  would  be  where  it  existed 
on  valuation  date,  therefore  notlung  is  included  in  the  estimate  for  a  change 
in  location  required  on  original  construction.  This  is  true  also  of  buildings 
which  may  have  been  removed  from  the  right  of  way  and  relocated  else- 
where.   Cumberland  &,  Manchester  R.  R.,  402  (410). 

BURDEN  OF  PROOF. 

Relying  upon  decision  in  2fifi  U.  S.  438,  carriers  contended  that  the  burden 
of  proof  and  proceeding  with  evidence  on  protest  to  a  tentative  valuation 
is  upon  the  commission.  Held:  Hearing  on  protest  4s  a  proceeding  pre- 
liminary to  issuance  of  a  final  valuation,  and  is  for  purpose  of  affording 
protestants  opportunity  to  bring  to  commission's  attention  facts  or  circum- 
stances which  they  deem  warrant  a  modification  of  the  tentative  valuation. 
Parties  to  valuation  cases  are  permitted  to  inspect,  in  advance  of  hearings, 
the  preliminary  data  upon  which  conclusions  in  tentative  valuations  are 
founded,  but  which  on  account  of  their  bulk  are  not  embraced  in  the  ten- 
tative report,  and  are  thus  afforded  a  fair  and  reasonable  opportunity  to 
prepare  themselves  to  point  out  at  hearings  any  errors  which  may  exist. 
Tentative  valuations  represent  the  commission's  tentative  conclusions 
and  are  subject  to  modification  upon  proper  proof  of  error  by  carriers  or 
other  interested  parties.    Delaware  A  Hudson  Co.,  fill  (612-613). 
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CASH  ON  HAND. 

Balances  in  cash  on  hand  and  material  and  supplies  accounts  on  valuation 
date  found  to  be  in  excess  of  the  carrier's  requirements  for  working  capital. 
Evidence  showed  that  cash  receipts  were  in  hand  sufficiently  in  advance 
of  the  time  at  which  payments  were  due,  thus  indicating  that  the  carrier 
had  no  cash  invested  for  common-carrier  services.  Stock  of  material 
and  supplies  for  common-carrier  service  requirements  found  to  average 
10.96  per  cent  of  the  average  annual  operating  expenses  for  the  four  years 
preceding  valuation  date,  and  this  proportion  of  the  annual  operating 
expenses,  as  of  date  of  valuation,  based  upon  the  trend  of  actual  operating 
expenses  during  the  preceding  five  years,  found  to  indicate  a  sum  required 
for  material  and  supplies,  and  is  approved  as  sufficient  for  working  capital. 
Clinton  &  Oklahoma  Western  Ry.,  247  (251-262). 
Carrier  objected  to  method  employed  by  the  commission  for  ascertaining 
amount  of  working  capital  necessary  to 'meet  requirements,  and  insisted 
that  cash  on  hand  at  date  of  valuation  should  be  determinative.  Held: 
Under  the  law  only  such  cash  as  is  used  for  common-carrier  purposes  may 
be  included  in  the  value  fixed  for  rate-making  purposes,  and  the  amount 
on  hand  on  any  particular  date  is  not  necessarily  determinative  of  working 
capital  requirements.  The  cash  on  hand  is  the  reservoir  into  which  flows 
the  cash  received  from  all  sources  and  from  which  cash  is  drawn  for  all 
purposes,  and,  in  connection  with  other  current  asset  and  liability  items, 
constitutes  a  matter  of  financial  status  as  of  a  particular  date.  Cash 
working  capital,  on  the  other  hand,  is  a  matter  of  the  changing  status 
from  day  to  day  of  receipts  in  hand  available  to  meet  maturing  payments 
and  the  amount  of  such  payments  falling  due.  Delaware  &  Hudson  Co., 
611  (616-617). 

In  determining  the  amount  of  cash  on  hand  necessary  for  working  capital 
requirements  the  commission  gives  consideration  to  the  volume  and  fre- 
quency of  receipts  and  payments  and  the  various  factors  that  have  effect 
upon  the  elapsed  time  before  revenues  from  each  class  of  service  are  in 
hand  and  available  for  payment  of  expenses  incurred  in  each  service. 
These  factors  disclose  how  much  cash  the  carrier  has  actually  put  into  use 
as  working  capital  to  cover  its  common-carrier  service  operations  and  form 
the  proper  basis  of  determining  the  amount  of  cash  for  working  capital 
requirements.  Id.  (617). 
CLEARING  AND  GRUBBING. 

Carrier  contended  for  an  increase  in  cost  of  reproduction  new  for  clearing 
and  grubbing,  and  in  support  of  higher  prices  claimed  submitted  a  state- 
ment showing  unit  prices  taken  from  contracts  let  prior  to  1910.  Contracts 
themselves  were  not  introduced  nor  was  any  evidence  presented  as  to 
specifications  under  which  the  work  was  to  be  done.  Most  of  the  timber 
in  the  vicinity  of  the  road  had  been  cut  as  of  valuation  date,  and  greater 
part  of  the  wooded  area  adjoining  the  right  of  way  was  covered  with 
second-growth  timber  not  large  enough  to  have  any  merchantable  value. 
Held:  Prices  for  clearing  and  grubbing  are  influenced  by  condition  of  the 
land  adjoining  the  right  of  way,  and  the  commission  is  not  convinced  that 
it  should  substitute  in  their  stead  prices  which  may  reflect  conditions  not 
existent  as  of  date  of  valuation,  or  which  may  be  influenced  by  some 
specifications  as  to  whioh  the  commission  is  not  advised.  Lake  Superior 
&  Ishpeming  Ry.,  1  (2-3). 
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CONDEMNATION. 

Estimates  of  original  and  present  costs  of  condemnation  and  damages,  or 
of  purchase  of  lands  in  excess  of  original  cost  or  present  value,  omitted 
from  tentative  valuation  of  carrier  property  for  reason  that  the  valuation 
act  has  been  so  amended  as  no  longer  to  require  the  commission  to  report 
this  information.    Lake  Superior  &  Ishpeming  Ry.,  1  (6). 

Condemnation  awards  as  a  rule  include  sums  in  addition  to  ascertained 
value  of  land  alone.  It  follows  that  where  sales  are  made  at  prices  sub* 
stantially  analogous  to  condemnation  awards,  those  prices,  which  are 
costs  to  the  purchaser,  must  also  be  in  excess  of  the  fair  value  of  the  land. 
Id.  (71. 

CONSTRUCTION  OF  8TATUTE. 

Under  paragraph  Q)  of  section  10a  of  the  act  the  commission  is  required  to 
receive  and  consider  evidence  in  support  of  protests  before  its  tentative 
valuations  are  made  final,  but  the  act  does  not  contemplate  that  the 
commission  should  require  evidence  in  support  of  its  tentative  conclu- 
sions, and  certainly  not  prior  to  submission  by  a  protestant  of  evidence 
tending  to  show  that  its  conclusions  are  erroneous.  Delaware  &  Hudson 
Co.,  fill  (613). 

COST  OF  CONDEMNATION  AND  DAMAGES  OR  PURCHASE  OF  LAND. 
See  Condemnation. 

C08T  OF  REPRODUCTION  LESS  DEPRECIATION.    See  Dbphkciation. 
COST  OF  REPRODUCTION  NEW. 
In  General: 

In  its  reproduction  estimates  the  commission  applies  unit  prices  based 
on  a  5-year,  and  in  some  eases,  10-year  span,  ending  June  30,  1014. 
Lake  Superior  &  Ishpeming  Ry.,  1  (8). 
Carrier  protested  against  the  application  of  prices  for  the  period  1010- 
1014  in  the  commission's  estimates  of  reproduction  costs  of  its  prop- 
erty, to  the  inventory  of  that  property,  exclusive  of  land,  as  of  June 
30,  1018,  contending  that  the  value  of  the  property  should  be  deter- 
mined with  reference  to  the  cost  of  reproduction  as  of  date  of  valua- 
tion.   Held:  The  commission  has  heretofore  fully  explained  its 
reasons  for  using  unit  prices  as  of  a  period  of  5.  years  and  in  some 
instances  10  years  immediately  preceding  June  80,  1914,  notwith- 
standing that  the  inventory  may  have  been  taken  as  of  a  later  date. 
The  costs  produced  in  this  manner  are  thus  upon  a  common  basis 
for  all  carriers.    Cumberland  &  Manchester  R.  R.,  401  (408). 
Appreciation:  Carrier  maintianed  that  the  correct  value  of  its  road  must 
include  a  specific  sum  for  such  items  as  appreciation,  etc.,  contending  for 
an  increase  in  cost  of  reproduction  by  an  amount  representing  the  opinion 
of  a  witness,  who  was  unable  to  state  what  part  thereof  should  be  applied 
to  any  of  the  items  it  should  cover.    Held:  Evidence  does  not  warrant 
any  departure  from  the  commission's  previously  announced  decision  not 
to  include  a  separate  amount  in  the  reproduction  cost  estimate  to  cover 
the.se  values.    Lake  Superior  &  Ishpeming  Ry.,  I  (6). 
Assessment*  for  Fublio  Improvements:    Carrier  protested  omission 
from  its  tentative  valuation  of  a  sum  paid  as  assessments  for  public 
improvements.    These  assessments  were  for  paving,  sewers,  etc.,  and 
were  charged  against  the  land  benefiting  therefrom,  but  it  was  not  shown 
that  these  improvements  were  on  the  carrier's  property.   Held:  Carrier 
property  is  reproduced  as  found  on  valuation  date,  and  the  value  of 
land,  based  on  the  value  of  adjacent  similar  land,  reflects  the  benefits  of 
these  same  improvements.    Rock  Island-Frisco  Terminal  Ry.,  3JU  (393) . 
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COST  OF  REPRODUCTION  NEW — Continued. 

Ballast:  While  original  cost  to  a  carrier  during  the  pricing  period  is  not 
conclusive  in  finding  the  cost  of  ballast  in  reproduction  new,  it  is  of  value 
for  purposes  of  comparison.  Rock  Island-Frisco  Terminal  Ry.,  321  (393). 
Bridge  Hardware:  Contention  of  carrier  for  an  increase  in  the  unit  price 
of  bridge  hardware  from  4  to  &  cents  per  pound,  not  sustained  and  unit 
price  of  4  cents  approved.  Clinton  &  Oklahoma  Western  Ry.,  242  (249). 
Bridge*,  Trestles,  and  Culverts: 

Carrier  contended  for  an  increase  in  estimate  of  cost  of  reproduction 
new  for  bridges,  trestles,  and  culverts,  based  on  assumption  that 
because  the  engineering  report  does  not  report  separately  the  quan- 
tities of  excavation  and  grubbing  necessary  in  their  construction, 
those  items  have  been  omitted.    Held:  Prices  reported  include 
amounts  for  costs  other  than  for  material  alone,  and  prices  applied 
are  sufficient  to  include  costs  referred  to  by  the  carrier.  Lake 
Superior  St  Ishpeming  Ry.,  1  (3) . 
Contention  of  carrier  for  an  increase  in  the  unit  price  of  bridge  hardware 
from  4  to  &  cents  per  pound,  not  sustained  and  unit  price  of  4  cents 
approved.    Clinton  &  Oklahoma  Western  Ry.,  242  (249). 
Clearing  and  Grubbing:  Carrier  contended  for  an  increase  in  cost  of 
reproduction  new  for  clearing  and  grubbing,  and  in  support  of  higher 
prices  claimed  submitted  a  statement  showing  unit  prices  taken  from 
contracts  let  prior  to  1910.    Contracts  themselves  were  not  introduced 
nor  was  any  evidence  presented  as  to  specifications  under  which  the  work 
was  to  be  done.    Most  of  the  timber  in  the  vicinity  of  the  road  had  been 
cut  as  of  valuation  date,  and  greater  part  of  the  wooded  area  adjoining  the 
right  of  way  was  covered  with  second-growth  timber  not  large  enough  to 
have  any  merchantable  value.    Held:  Prices  for  clearing  and  grubbing 
are  influenced  by  condition  of  the  land  adjoining  the  right  of  way,  and 
the  commission  is  not  convinced  that  it  should  substitute  in  their  stead 
prices  which  may  reflect  conditions  not  existent  as  of  date  of  valuation, 
or  which  may  be  influenced  by  some  specifications  as  to  which  the  com- 
mission is  not  advised.    Lake  Superior  &  Ishpeming  Ry.,  1  (2-3). 
Engineering  and  General  Expenditures: 

Commission  reported  cost  of  reproduction  new  for  engineering  upon 
basis  of  3_Ji  per  cent  of  the  road  accounts,  except  engineering  and  land. 
Carrier  urged  that  this  percentage  is  insufficient  and  should  be  in- 
creased to  5  per  cent,  but  presented  no  evidence  of  actual  expendi- 
tures to  support  its  estimate.  Held:  Amounts  included  in  tentative 
valuation  were  derived  from  a  study  and  consideration  of  data  sup- 
plied by  a  large  number  of  carriers  and  are  ample.  Clinton  &  Okla- 
homa Western  Ry.,  242  (248). 
In  stating  cost  of  reproduction  the  commission  included  in  the  tenta- 
tive valuation  for  general  expenditures,  exclusive  of  interest  during 
construction,  a  sum  computed  at  U5  per  cent  of  the  total  of  all  road 
accounts  except  land.  Carrier  contended  that  2J*  per  cent  should 
have  been  used,  testimony  of  the  witness  consisting  of  a  general 
estimate  based  on  his  personal  opinion  unsupported  by  evidential 
data.  Held:  Percentage  used  in  the  tentative  valuation  was  deter- 
mined from  a  study  of  data  supplied  by  carriers  in  all  parts  of  the 
country,  has  been  applied  almost  without  exception,  and  the  com- 
mission sees  no  occasion  to  depart  from  Its  usual  practice  here.  Id. 
(2491, 
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COST  OF  REPRODUCTION  NEW— Continued. 

Engineering:  and  General  Expenditure* — Continued. 

Id  reporting  coat  of  reproduction  new  for  general  expenditures  the  com- 
mission reported  a  sum,  exclusive  of  interest  during  construction, 
computed  at  L5  per  cent  of  the  total  of  all  road  accounts  except  land. 
Upon  contention  that  this  amount  should  have  been  computed  at  2 
per  cent.  Held:  Percentage  used  in  the  tentative  report  was  deter- 
mined from  a  study  of  data  supplied  by  carriers  in  all  parts  of  the 
country  and  has  been  applied  by  the  commission  almost  without 
exception.    Dansville  &  Mt.  Morris  R.  R.,  274  (275). 

Terminal  carrier  contended  for  a  sum  as  cost  of  reproduction  new  for 
engineering  of  4.7  per  cent  of  the  total  of  all  road  accounts  except 
engineering  and  land,  in  lieu  of  4  per  cent  reported  by  the  commis- 
sion. Claim  is  based  upon  an  exhibit  covering  projects  with  which 
witness  was  familiar  but  none  cover  comparable  terminal  property. 
Witness  stated  that  engineering  percentage  on  line  construction  of 
character  covered  by  the  exhibit  would  be  lower  than  for  terminal 
property  because  in  the  former  large  percentages  of  classified  material 
are  encountered,  whereas  terminals  are  usually  constructed  in  flat 
country  involving  a  minimum  of  grading  with  little  classified  mate- 
rial. Commission  'a  engineer  testified  that  reproduction  cost  of  the 
carrier's  property  included  architect's  fees.  'Held:  Amount  to  be 
found  for  engineering  is  independent  of  sums  included  in  building 
accounts  for  architect's  fees,  and  evidence  submitted  fails  to  support 
a  higher  percentage  for  engineering  than  that  reported  by  the  com- 
mission.   Rock  Island-Frisco  Terminal  Ry.,  321  (392). 

In  reporting  cost  of  engineering  incident  to  the  reproduction  of  the 
property  owned  and  used  by  the  carrier,  the  commission  reported  a 
sum  equal  to  4  per  cent  of  the  roadway  accounts  except  engineering 
and  land,  such  percentage  being  ascertained  by  a  study  and  analysis  of 
cost  data  showing  the  cost  of  engineering  on  similar  projects  through* 
out  the  country  and  in  the  territory  of  the  carrier.  Carrier  contended 
that  5  per  cent  should  have  been  applied,  relying  upon  data  purport- 
ing to  show  that  the  average  record  cost  of  engineering  on  six  car- 
riers in  the  territory  in  which  it  operates  was  4.47  per  cent.  Held: 
Witness  having  had  no  personal  familiarity  with  these  carriers  nor 
any  practical  experience  as  an  engineer,  the  percentage  used  in  the 
tentative  valuation  approved.  Cumberland  &  Manchester  R.  R., 
407  (408-409). 

Sum  stated  by  commission  as  cost  of  reproduction  new  for  general 
expenditures,  exclusive  of  interest  during  construction,  was  com- 
puted at  US  per  cent  on  the  total  of  all  road  accounts  except  land. 
Upon  contention  of  carrier  that  4  per  cent  should  have  been  used, 
Held:  Percentage  applied  by  the  commission  was  fixed  after  careful 
consideration  of  data  collected  from  railroads  over  the  country,  has 
been  almost  uniformly  applied  to  all  roads,  and  its  application 
approved  In  this  case.    Id.  (409). 
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C08T  OF  REPRODUCTION  NEW — Continued. 

Excavation  and  Outs: 

Carrier  contended  for  an  increase  in  coat  of  reproduction  new  for  solid- 
rock  excavation,  and  in  support  of  the  higher  prices  claimed  submitted 
a  statement  showing  unit  prices  taken  from  certain  contracts  let 
prior  to  1910.  Contracts  themselves  were  not  introduced  nor  was 
any  evidence  presented  as  to  the  specifications  under  which  the  work 
was  to  be  done.  Record  shows  that  under  some  of  its  contracts  the 
carrier  paid  a  lower  price  for  solid-rock  excavation  than  it  contended 
for.  Held:  Commission  is  not  convinced  that  it  should  substitute 
prices  which  may  reflect  conditions  not  existent  as  of  valuation  date, 
or  which  may  be  influenced  by  some  specifications  as  to  which  it  is 
not  advised.  Lake  Superior  A  Ishpeming  Ry.,  1  (2-3). 
Carrier  contended  that  unit  prices  per  cubic  yard  for  common,  loose- 
rock,  and  solid-rock  excavation  used  by  the  commission  in  estimating 
cost  of  reproduction  new  of  grading  are  inadequate,  the  differences 
being  accounted  for  by  the  use  by  carrier  of  slightly  higher  base 
prices,  additional  amounts  for  transportation  of  men,  supplies,  and 
outfits,  and  miscellaneous  costs.  It  urges  also  that  ID  per  cent 
should  be  added  to  embankment  quantities  to  compensate  for  losses 
due  to  shrinkage  and  other  causes.  No  evidence  was  offered  in  sup- 
port of  these  contentions,  other  than  the  opinion  of  a  witness,  who 
testified  that  he  was  familiar  only  in  a  general  way  with  grading  prices 
in  the  vicinity  as  of  valuation  date.  Held:  The  commission's  prices 
are  based  on  actual  costs  of  grading  in  the  territory  through  which 
the  carrier  operates,  and  since  they  are  not  shown  by  the  evidence 
to  be  other  than  fair  and  reasonable,  amounts  reported  for  grading 
approved.    Clinton  k  Oklahoma  Western  Ry,  247  (248). 

Grading: 

Carrier  contended  for  an  increase  in  cost  of  reproduction  new  for  solid- 
rock  excavation,  and  in  support  of  the  higher  prices  claimed  submitted 
a  statement  showing  unit  prices  taken  from  certain  contracts  let  prior 
to  1010.  Contracts  themselves  were  not  introduced  nor  was  any 
evidence  presented  as  to  specifications  under  which  the  work  was  to 
be  done.  Record  shows  that  under  some  of  its  contracts  the  carrier 
paid  a  lower  price  for  solid-rock  excavation  than  it  contended  for. 
Held:  Commission  is  not  convinced  that  it  should  substitute  prices 
which  may  reflect  conditions  not  existent  as  of  valuation  date,  or 
which  may  be  influenced  by  some  specifications  as  to  which  it  is  not 
advised.    Lake  Superior  &  Ishpeming  Ry.,  1  (2-3). 

Carrier  contended  that  unit  prices  per  cubic  yard  for  common,  loose- 
rock,  and  solid-rock  excavation  used  by  the  commission  in  estimating 
cost  of  reproduction  new  of  grading  are  inadequate,  the  differences 
being  accounted  for  by  the  use  by  carrier  of  slightly  higher  base 
prices,  additional  amounts  for  transportation  of  men,  supplies,  and 
outfits,  and  miscellaneous  costs.  It  urges  also  that  10  per  cent 
should  be  added  to  embankment  quantities  to  compensate  for  losses 
due  to  shrinkage  and  other  causes.  No  evidence  was  offered  in 
support  of  these  contentions,  other  than  the  opinion  of  a  witness, 
who  testified  that  he  was  familiar  only  in  a  general  way  with  grading 
prices  in  the  vicinity  as  of  valuation  date.  Held:  The  commission's 
prices  are  based  on  actual  costs  of  grading  in  the  territory  through 
which  the  carrier  operates,  and  since  they  are  not  shown  by  the 
evidence  to  be  other  than  fair  and  reasonable,  amounts  reported  for 
grading  approved.  Clinton  A  Oklahoma  Western  Ry.,  242  (248). 
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COST  OF  REPRODUCTION  NEW — Continued. 

Going- Concern  Value  and  Development  Cost*:  Carrier  maintained  that 
the  correct  value  of  its  road  must  include  a  specific  sum  for  such  items  as 
going  concern,  etc.,  contending  for  an  increase  in  cost  of  reproduction  by 
an  amount  representing  the  opinion  of  a  witness,  who  was  unable  to  state 
what  part  thereof  should  be -applied  to  any  of  the  items  it  should  cover. 
Held:  Evidence  does  not  warrant  any  departure  from  the  commission's 
previously  announced  decision  not  to  include  a  separate  amount  in  the 
reproduction  cost  estimate  to  cover  these  values.    Lake  Superior  & 
Ishpeming  Ry.,  1  (0). 
Other  Values  and  Elements  of  Value:  Carrier  maintained  that  the 
correct  value  of  its  road  must  include  a  specific  sum  for  such  items  as 
going  conoern,  appreciation,  etc.,  contending  for  an  increase  in  cost  of 
reproduction  by  an  amount  representing  the  opinion  of  a  witness,  who 
was  unable  to  state  what  part  thereof  should  be  applied  to  any  of  the 
items  it  should  cover.    Held:  Evidence  does  not  warrant  any  departure 
from  the  commission's  previously  announced  decision  not  to  include  a 
separate  amount  in  the  reproduction  cost  estimate  to  cover  these  values. 
Lake  Superior  &  Ishpeming  Ry.,  1  (6). 
Removal  of  Structures  and  Highways:  Carrier  asserted  that  in  the 
construction  of  its  railroad  it  was  necessary  to  remove  certain  buildings 
from  the  right  of  way  and  to  change  the  locations  of  certain  highways, 
and  contended  that  amounts  expended  for  this  work  should  be  added 
to  the  cost  of  reproduction  new  of  its  property.    Held:  Fact  that 
these  costs  may  have  been  incurred  on  original  construction  is  not  con- 
elusive  that  they  would  be  incurred  on  reproduction.    In  estimating 
the  cost  to  reproduce  a  railroad  it  is  assumed  that  the  location  of  a  high- 
way would  be  where  it  existed  on  valuation  date;  therefore  nothing  is 
included  in  the  estimate  for  a  change  in  location  required  on  original 
construction.    This  is  true  also  of  buildings  which  may  have  been  removed 
from  the  right  of  way  and  relocated  elsewhere.    Cumberland  &  Manches- 
ter R.  R.,  402  (410). 
Boiling  Stock  and  Marine  Equipment: 

Carrier  protested  that  in  the  tentative  valuation  the  depreciation  of  its 
locomotives  has  been  estimated  at  a  greater  degree  than  the  facte 
warrant,  maintaining  that  because  of  the  purity  of  its  water  supply 
it  experiences  very  little  difficulty  with  the  boiler  sheets,  flues,  etc. 
It  also  cites  the  seasonal  character  of  the  traffic  handled  by  these 
engines  and  the  restricted  speed  at  which  these  trains  are  operated 
as  tending  to  retard  their  depreciation.  Held:  In  previous  cases  the 
commission  has  fully  discussed  the  methods  used  in  estimating  depre- 
ciation of  equipment,  and  evidence  here  presented  is  not  sufficiently 
conclusive  to  warrant  a  change  in  the  amount  of  depreciation  reported, 
which  is  based  on  the  record  of  the  investigation  by  the  commission's 
field  forces.    Lake  Superior  &  Ishpeming  Ry.,  1  (5). 
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COST  OF  REPRODUCTION  NEW — Continued. 

Boiling  Stock  and  Marine  Equipment— Continued. 

Carrier  objected  to  unit  prices  applied  in  coet  of  reproduction  new  to 
its  wooden  and  eteel  ore  cars,  and  also  protested  that  its  steel  ore 
cars  have  been  given  a  cost  of  reproduction  less  depreciation  that 
is  unreasonably  low  because  of  retarded  depreciation  by  reason  of  the 
care  exercised  in  operating  its  trains,  and  also  through  the  agency 
of  a  coating  of  iron  ore  which  remains  on  the  cars.  Prices  contended 
for  are  based  on  the  scale  of  "settlement  prices"  promulgated  by 
the  Master  Car  Builders'  Association.  Held:  The  commission  has, 
in  other  cases,  fully  explained  the  character  of  unit  prices  which  it 
applies  to  the  various  items  comprising  a  railway's  property,  and  it 
is  not  convinced  that  these  so-called  "settlement  prices"  or  testi- 
mony with  regard  to  depreciation  should  be  given  more  weight  than 
the  recorded  observations  of  its  field  inspectors,  which  were  con- 
curred in  by  the  carrier's  field  pilot.    Id.  (5-6). 

Carrier  protested  unit  prices  used  in  determining  cost  of  reproduction 
new  of  freight-train  cars,  contending  that  these  prices  should  be 
increased  in  amounts  sufficient  to  include  freight  charges  and  costs 
of  repairs.  Found:  Upon  investigation,  freight  and  incidental 
charges  have  been  included  in  the  price  of  part  of  this  equipment, 
and  as  to  the  remainder,  testimony  of  carrier's  witness  is  to  the  effect 
that  it  was  received  under  load.  Under  the  circumstances,  prices 
reported  in  the  tentative  valuation  approved.  Clinton  &  Oklahoma 
Western  Ry.,  242  (250) . 

Carrier  alleged  that  it  ownetl  on  valuation  date  more  dump  cars  than 
were  included  in  the  tentative  valuation.  These  additional  cars 
were  not  in  service  on  date  of  valuation,  and  the  record  shows  that 
they  were  not  in  serviceable  condition,  and  after  having  been  repaired 
were  sold.  Witness  was  unable  to  state  whether  they  were  restored 
to  service  of  the  carrier  prior  to  their  sale.  Held:  In  accordance  with 
its  established  practice,  the  commission  has  included  in  its  inventory 
all  cars  in  service  or  in  serviceable  condition  on  valuation  date,  and, 
the  return  of  these  cars  to  service  being  uncertain,  they  were  prop- 
erly excluded  from  the  inventory.  Cumberland  A  Manchester  R.  R., 
402  (409). 

Secondhand  Articles  and  Material:  Certain  rail,  other  track  materials, 
and  equipment  were  purchased  secondhand,  and  in  determining  reproduc- 
tion cost  of  these  items  the  commission  applied  secondhand  prices.  Upon 
protest  of  carrier  and  contention  that  the  commission  should  have  reported 
their  cost  of  reproduction  new  at  prices  prevailing  on  date  of  valuation 
for  similar  items  new,  Held:  Where  secondhand  materials  were  used  on 
original  construction  the  cost  of  reproduction  new  will  bo  estimated  for 
the  same  kind  of  materials  in  the  same  condition  as  when  installed.  Dans- 
ville  A  Mt.  Morris  R.  R.,  224  (275). 

Ties 

In  stating  coet  of  reproduction  new  of  ties  the  commission's  base  price 
per  tie  includes  inspection  charges,  foreign-line  freight  charges,  and 
material-yard  expense.    Clinton  &  Oklahoma  Western  Ry.,  242  (249). 
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COST  OF  REPRODUCTION  NEW — Continued. 
Ties — Continued. 

Carrier  protested  that  number  of  feet  of  lumber  in  switch  ties  in  yard 
tracks  and  sidings  and  in  jointly  owned  tracks  reported  in  the  tenta- 
tive valuation  is  incorrectly  stated,  contending  for  an  amount  arrived 
at  by  taking  the  number  of  sets  of  switch  ties  reported  by  the  com- 
mission and  applying  thereto  the  number  of  feet  in  the  standard  sets 
for  the  sises  of  ties  used.  Held:  The  record  does  not  indicate  that 
standard  sets  were  used  in  original  construction  or  in  maintenance. 
The  commission  having  inventoried  the  number  of  feet  found  upon 
inspection  of  the  property,  and  the  record  not  being  convincing  that 
the  inventory  is  in  error,  the  carrier's  contention  in  this  respect  is 
not  sustained.  Cumberland  A  Manchester  R.  R.,  407  (409). 
Tracklaying  and  Surfacing: 

Carrier  protested  amount  reported  by  the  commission  as  cost  of  repro- 
duction new  for  tracklaying  and  surfacing  and  in  support  thereof 
showed  the  cost  of  similar  work  on  other  projects.  No  detail  data, 
however,  was  submitted  which  would  permit  of  any  analysis  of  the 
costs  to  ascertain  whether  or  not  they  were  comparable  with  those 
applied  in  the  tentative  valuation.  Held:  Carrier  not  having  pointed 
out  any  unusual  conditions  which  would  increase  the  cost  over  that 
reported  by  the  commission,  prices  applied  for  this  account  do  full 
justice  and  they  are  approved.  Rock  Island-Frisco  Terminal  Ry., 
3fll  (393). 

Material-yard  charges  should  not  be  included  with  cost  of  reproduction 
new  of  tracklaying  and  surfacing  but  with  the  price  applied  to  the 
material.    Id.  (393). 
Tracks  and   Track  Material:   In  stating  unit    prices   for  purposes 
of  cost  of  reproduction  new,  all  such  rail  as  has  been  moved  from  the 
position  in  which  it  was  originally  placed  when  new  should  be  classified 
as  relaid.    Lake  Superior  &  Ishpeming  Ry.,  1  (4). 
Wharves  and  Docks:  Upon  a  review  of  the  whole  record  relating  to  coal 
and  ore  wharves,  cost  of  reproduction  new  of  carrier's  ore  dock  increased. 
While  conceding  that  cost  of  reproduction  new  of  this  dock  closely  ap- 
proximates its  recorded  original  cost,  carrier  showed  that  it  furnished 
the  sand  necessary  for  the  concrete  and  the  cost  of  that  material  was  not 
included  in  the  contract  price  for  the  concrete  in  place;  that  because  of 
disaster  which  befell  a  lumber  company  it  was  able  to  purchase  the  piling 
for  this  dock  at  a  price  much  lower  than  any  quotation  it  had  received 
through  unrestricted  competitive  bids  for  that  material;  that  certain 
structural  steel  in  this  dock  has  been  given  a  lower  price  than  has  been 
applied  to  like  material  in  its  bridges;  and  that  different  prices  have  been 
applied  to  the  same  kind  of  flooring  timber  used  in  different  parts  of  the 
dock  itself.    Lake  Superior  <fc  Ishpeming  Ry.,  1  (4-5). 
Work  Equipment: 

Carrier  protested  price  reported  by  commission  as  cost  of  reproduction 
new  of  a  pile  driver  as  inadequate.  This  equipment  was  purchased 
secondhand  near  date  of  the  pricing  period,  the  commission  including 
the  full  purchase  price  as  the  best  indication  of  its  value.  Carrier 
contended  that  this  purchase  was  a  bargain  and  that  the  price  paid 
does  not  represent  the  true  value.  Held:  Evidence  fails  to  justify 
an  increase  in  amount  reported  for  this  item  of  equipment.  Clinton 
&  Oklahoma  Western  Ry.,  2A1  (250). 

116 1. 0.  C. 


Diaiti76d  bv  Goooh 


INDEX  DIGEST 


887 


OOBT  OF  REPRODUCTION  NEW— Continued. 
Work  Equipment — Continued. 

Carrier  alleged  that  it  owned  on  valuation  date  more  dump  cars  than 
were  included  in  the  tentative  valuation.  These  additional  cars 
were  not  in  service  on  date  of  valuation  and  the  record  shows  that 
they  were  not  in  serviceable  condition,  and  after  having  been  re- 
paired were  sold.  Witness  was  unable  to  state  whether  they  were 
restored  to  service  of  the  carrier  prior  to  their  sale.  Held:  In  accord- 
ance with  its  established  practice  the  commission  has  included  in 
its  inventory  all  cars  in  service  or  in  serviceable  condition  on  valuation 
date  and  the  return  of  these  cars  to  service  being  uncertain  they  were 
properly  excluded  from  the  inventory.  Cumberland  &  Manchester 
R.  R.  102  (409). 

CROSSTIES.    See  Tibs. 

CULVERTS.   See  Bridges,  Trestles,  and  Culverts. 

GUTS.    See  Excavation  and  Cttts. 

DEPRECIATION. 

Carrier  protested  that  in  the  tentative  valuation  the  depreciation  of  lte 
locomotives  has  been  estimated  at  a  greater  degree  than  the  facts  warrant, 
maintaining  that  because  of  the  purity  of  its  water  supply  it  experiences 
very  little  difficulty  with  the  boiler  sheets,  flues,  etc.  It  also  cites  the 
seasonal  character  of  the  traffic  handled  by  these  engines  and  the  re- 
stricted speed  at  which  its  trains  are  operated  as  tending  to  retard  their 
depreciation.  Held:  In  previous  cases  the  commission  has  fully  discussed 
the  methods  used  in  estimating  depreciation  of  equipment  and  evidence 
here  presented  is  not  sufficiently  conclusive  to  warrant  a  change  in  the 
amount  of  depreciation  reported,  which  is  based  on  the  record  of  the 
investigation  by  the  commission's  field  forces.  Lake  Superior  A  Ish- 
peming  Ry.,  1  (5). 

Carrier  objected  to  unit  prices  applied  in  cost  of  reproduction  new  to  its 
wooden  and  steel  ore  cars,  and  also  protested  that  its  steel  ore  cars  have 
been  given  a  cost  of  reproduction  less  depreciation  that  is  unreasonably 
low  because  of  retarded  depreciation  by  reason  of  the  care  exercised  in 
operating  its  trains,  and  also  through  the  agency  of  a  coating  of  iron  ore 
which  remains  on  the  cars.  Prices  contended  for  are  based  on  the  scale  of 
"settlement  prices"  promulgated  by  the  Master  Car  Builders'  Associa- 
tion. Held:  The  commission  has,  in  other  cases,  fully  explained  the 
character  of  unit  prices  which  it  applies  to  the  various  items  comprising 
a  railway's  property,  and  it  is  not  convinced  that  these  so-called  "settle- 
ment prices"  or  testimony  with  regard  to  depreciation  should  be  given 
more  weight  than  the  recorded  observation  of  its  field  inspectors,  which 
were  concurred  in  by  the  carrier's  field  pilot.  Id.  (5-0). 
Carrier  protested  amount  of  depreciation  applied  by  the  commission,  par- 
ticularly as  it  affects  ties,  ballast,  and  track  laying  and  surfacing,  con- 
tending that  the  depreciation  estimated  on  ties  is  excessive.  As  to  ballast 
the  quantity  found  in  existence  on  valuation  date  is  the  amount  meas- 
ured and  not  the  original  amount  placed  in  track,  and  as  to  tracklaying 
and  surfacing  that  it  is  improper  to  estimate  depreciation  for  this  account, 
as  this  is  a  labor  account  for  the  assembling  of  the  track  and  that  the 
value  remains  so  long  as  the  track  remains  in  a  usable  condition.  Held: 
Methods  and  principles  applied  and  followed  in  estimating  depreciation 
in  this  case  are  the  same  as  those  approved  by  the  commission  in  pre- 
viously decided  cases  and  their  application  is  approved.  Dansvillo  &  Mt. 
Morris  R.  R.,  224  (275-276). 
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DEPRECIATION— Continued. 

Contention  of  carrier  that  there  should  be  no  deduction  for  depreciation 
in  the  case  of  ballast  for  the  reason  that  all  material  inventoried  as  ballast 
was  functioning  as  such  on  date  of  valuation  and  would  continue  bo  aa 
long  as  it  remained  in  the  ballast  section,  not  sustained.  Hock  Island- 
Frisco  Terminal  Ry.,  3S1  (394). 
Carrier  protested  against  the  theory  of  depreciation  used  by  the  commis- 
sion, alleging  that  in  the  absence  of  deferred  maintenance  there  is  no 
depreciation.  It  contends  that,  based  on  the  commission's  own  methods, 
excessive  depreciation  was  deducted  for  ties,  rails,  other  track  material, 
right-of-way  fences,  station  and  office  buildings,  joint  track,  and  road- 
way buildings.  Held:  Depreciation  was  determined  after  inspection  of 
the  property,  was  ascertained  in  accordance  with  methods  which  have 
the  commission's  approval,  and  protests  of  carrier  are  not  supported  by 
facts  or  data  which  would  warrant  any  change  in  the  amount  reported. 
Cumberland  &  Manchester  R.  R.f  401  (410). 

DEVELOPMENT  COSTS.    See  Going-Concern  Value  and  Development 
Costs. 

DIVIDENDS. 

It  is  improper  to  include  in  working  capital  for  operating  purposes  sums  held 
to  pay  dividends.    Dansville  &  Mt.  Morris  R.  R.,  214  (276). 
DOCKS.    See  Wharves  and  Docks. 

DUMP  CARS.    See  Rolling  Stock  and  Marine  Equipment. 

ENGINEERING  AND  GENERAL  EXPENDITURES. 

Commission  reported  cost  of  reproduction  new  for  engineering  upon  basis 
of  JL5  per  cent  of  the  road  accounts,  except  engineering  and  land.  Car- 
rier urged  that  this  percentage  is  insufficient  and  should  be  increased  to 
fi  per  cent,  but  presented  no  evidence  of  actual  expenditures  to  support 
its  estimate.  Held:  Amounts  included  in  tentative  valuation  were 
derived  from  a  study  and  consideration  of  data  supplied  by  a  large  number 
of  carriers  and  are  ample.  Clinton  &  Oklahoma  Western  Ry.  247  (24S). 
In  stating  cost  of  reproduction  the  commission  included  in  the  tentative 
valuation  for  general  expenditures,  exclusive  of  interest  during  construc- 
tion, a  sum  computed  at  L5  per  cent  of  the  total  of  all  road  accounts, 
except  land.  Carrier  contended  that  2Ji  per  cent  should  have  been  used, 
testimony  of  the  witness  consisting  of  a  general  estimate  based  on  his 
personal  opinion  unsupported  by  evidential  data.  Held:  Percentage  used 
in  the  tentative  valuation  was  determined  from  a  study  of  data  supplied 
by  carriers  in  all  parts  of  the  country,  has  been  applied  almost  without 
exception,  and  the  commission  sees  no  occasion  to  depart  from  its  usual 
practice  here.  Id.  (249). 
In  reporting  cost  of  reproduction  new  for  general  expenditures  the  commis- 
sion reported  a  sum,  exclusive  of  interest  during  construction,  computed 
at  Lfi  per  cent  of  the  total  of  all  road  accounts  except  land.  Upon  con- 
tention that  this  amount  should  have  been  computed  at  3  per  cent,  Held: 
Percentage  used  was  determined  from  a  study  of  data  supplied  by  carriers 
in  all  parts  of  the  country  and  has  been  applied  by  the  commission  almost 
without  exception.    Dansville  6  Mt.  Morris  R.  R.,  224  (276). 
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ENGINEERING  AND  GENERAL  EXPENDITURES— Continued. 

Terminal  carrier  contended  for  a  sum  as  cost  of  reproduction  new  for  engi- 
neering of  LI  per  cent  of  the  total  of  all  road  accounts  except  engineering 
and  land,  in  lieu  of  4  per  cent  reported  by  the  commission.  Claim  is  based 
upon  an  exhibit  covering  projects  with  which  witness  was  familiar  but  none 
cover  comparable  terminal  property.  Witness  stated  that  engineering 
percentage  on  line  construction  of  character  covered  by  the  exhibit  would 
be  lower  than  for  terminal  property  because  in  the  former  large  percent- 
ages of  classified  material  are  encountered,  whereas  terminals  are  usually 
constructed  in  flat  country  involving  a  minimum  of  grading  with  little 
classified  material.  Commission's  engineer  testified  that  reproduction 
cost  of  the  carrier's  property  included  architect's  fees.  Held:  Amount  to 
be  found  for  engineering  is  independent  of  sums  included  in  building  ac- 
counts for  architect's  fees,  and  evidence  submitted  fails  to  support  a  higher 
percentage  for  engineering  than  that  reported  by  the  commission.  Rock 
Island-Frisco  Terminal  Ry.,  201  (392). 
In  reporting  cost  of  engineering  incident  to  the  reproduction  of  the  property 
owned  and  used  by  the  carrier,  the  commission  reported  a  sum  equal  to 
4  per  cent  of  the  roadway  accounts  except  engineering  and  land,  such  per- 
centage being  ascertained  by  a  study  and  analysis  of  cost  data  showing 
the  cost  of  engineering  on  similar  projects  throughout  the  country  and  in 
the  territory  of  the  carrier.  Carrier  contended  that  5  per  cent  should 
have  been  applied,  relying  upon  data  purporting  to  show  that  the  average 
record  cost  of  engineering  on  six  carriers  in  the  territory  in  which  it  oper- 
ates was  4.47  per  cent.  Held:  Witness  having  had  no  personal  familiarity 
with  these  earners  nor  any  practical  experience  as  an  engineer,  the  per- 
centage used  in  the  tentative  valuation  approved.  Cumberland  &  Man- 
chester R.  R.,  401  (4QK  409). 
Sum  stated  by  commission  as  cost  of  reproduction  new  for  general  expendi- 
tures, exclusive  of  interest  during  construction,  was  computed  at  Ui  per 
cent  on  the  total  of  all  road  accounts  except  land.  Upon  contention  of 
carrier  that  4  per  cent  should  have  been  used,  Held:  Percentage  applied 
by  the  commission  was  fixed  after  careful  consideration  of  data  collected 
from  railroads  over  the  country,  has  been  almost  uniformly  applied  to  all 
roads,  and  its  application  approved  in  this  case.    Id.  (409). 

EQUIPMENT.    See  Rolling  Stock  and  Marine  Equipmknt. 

EVIDENCE.    See  Proof  and  Evidence. 

EXCAVATION  AND  CUTS. 

Carrier  contended  for  an  increase  in  cost  of  reproduction  new  for  solid-rock 
excavation,  and  in  support  of  the  higher  prices  claimed  submitted  a  state- 
ment showing  unit  prices  taken  from  certain  contracts  let  prior  to  1910. 
Contracts  themselves  were  not  introduced  nor  was  any  evidence  pre- 
sented as  to  the  specifications  under  which  the  work  was  to  be  done. 
Record  shows  that  under  some  of  its  contracts  the  carrier  paid  a  lower 
price  for  solid-rock  excavation  than  it  contended  for.  Held:  Commission 
is  not  convinced  that  it  should  substitute  prices  which  may  reflect  con- 
ditions not  existent  as  of  valuation  date,  or  which  may  be  influenced  by 
some  specifications  as  to  which  it  is  not  advised.  Lake  Superior  &  Ish- 
peming  Ry.,  1  (2-3). 

116 1.  c.  a 


890 


INDEX  DIGEST 


EXCAVATION  AND  CUTS — Continued. 

Carrier  contended  that  unit  prices  per  cubic  yard  for  common,  loose-rock, 
and  solid-rock  excavation  used  by  the  commission  in  estimating  cost  of 
reproduction  new  of  grading,  are  inadequate,  the  differences  being 
accounted  for  by  the  use  by  carrier  of  slightly  higher  base  prices,  addi- 
tional amounts  for  transportation  of  men,  supplies,  and  outfits,  and  miscel- 
laneous costs.  It  urges  also  that  10  per  cent  should  be  added  to  embank- 
ment quantities  to  compensate  for  losses  due  to  shrinkage  and  other 
causes.  No  evidence  was  offered  in  support  of  these  contentions,  other 
than  the  opinion  of  a  witness,  who  testified  that  he  was  familiar  only  in  a 
general  way  with  grading  prices  in  the  vicinity  as  of  valuation  date.  Held: 
The  commission's  prices  are  based  on  actual  costs  of  grading  in  the  terri- 
tory through  which  the  carrier  operates,  and  since  they  are  not  shown  by 
the  evidence  to  be  other  than  fair  and  reasonable,  amounts  reported 
for  grading,  approved.  Clinton  &  Oklahoma  Western  Ry.,  247  (248). 
FEES.  See  Architect's  Fees. 
FINAL  SINGLE-SUM  VALUE. 
Rate-Making  Value: 

Upon  contention  of  carriers  that  use  of  1914  price  levels  in  obtaining 
valuations  as  of  1916  result  in  such  discrepancies  as  to  vitiate  those 
valuations,  Held:  Use  of  normal  1914  prices  fully  meets  requirements 
of  the  law  and  imposes  no  hardship  upon  carriers,  sinco  they  would 
derive  no  benefit  were  normal  1916  prices  substituted  therefor.  Re- 
gardless of  whether  one  or  the  other  is  used  it  would  be  necessary  to 
adjust  them  by  application  of  price  trends  or  otherwise,  if  present 
use  is  to  be  made  of  them  in  carrying  out  the  requirements  of  the  act. 
On  the  other  hand,  the  commission  is  required  to  keep  itself  informed 
of  change  in  values,  and  to  revise  its  valuations  from  time  to  time. 
Final  valuations  will  therefore  be  ultimately  readjusted  so  as  to  make 
them  current,  but  pending  specific  use  of  those  now  determined  no 
advantage  accrues  to  carriers  from  application  and  use  of  1916  prices. 
Delaware  &  Hudson  Co.,  611  (614-615). 
Under  the  law  only  such  cash  and  material  and  supplies  as  are  used  for 
common-carrier  purposes  may  be  included  in  the  value  fixed  for  rate- 
making  purposes.    Id.  (616). 
FOREIGN-LINE  FREIGHT  CHARGES.    See  Transportation  of  Equip- 
ment, Materials,  Supplies,  and  Persons. 
FREIGHT-TRAIN  CARS.    See  Rolling  Stock  and  Marine  Equipment. 
GENERAL  EXPENDITURES.    See  Engineering  and  General  Expendi- 
tures. 

GOING-CONCERN  VALUE  AND  DEVELOPMENT  COSTS. 

Carrier  maintained  that  the  correct  value  of  its  road  must  include  a  specific 
sum  for  such  items  as  going  concern,  etc.,  contending  for  an  increase  in 
cost  of  reproduction  by  an  amount  representing  the  opinion  of  a  witness, 
who  was  unable  to  state  what  part  thereof  should  be  applied  to  any  of 
the  items  it  should  cover.  Held:  Evidence  does  not  warrant  any  de- 
parture from  the  commission's  previously  announced  decision  not  to  in- 
clude a  separate  amount  in  the  reproduction  cost  estimate  to  cover  these 
values.    Lake  Superior  &  Ishpeming  Ry.,  1  (6). 

Going-concern  value  which  appears  in  properties  of  common  carriers  can 
not  be  allocated  and  a  separate  sum  stated  for  each  State  in  which  a  carrier 
operates.  See  76  I.  C.  C.  1,  169;  76  I.  C.  C.  463,  513.  Delaware  & 
Hudson  Co.,  611  (617). 

116I.O.O. 


INDEX  DIGEST 


891 


GRADING. 

Carrier  contended  for  an  increase  in  cost  of  reproduction  new  for  solid-rock 
excavation,  and  in  support  of  the  higher  prices  claimed  submitted  a  state- 
ment showing  unit  prices  taken  from  certain  contracts  let  prior  to  1910. 
Contracts  themselves  were  not  introduced  nor  was  any  evidence  presented 
as  to  the  specifications  under  which  the  work  was  to  be  done.  Record 
shows  that  under  some  of  its  contracts  the  carrier  paid  a  lower  price  for 
solid-rock  excavation  than  it  contended  for.  Held:  Commission  is  not 
convinced  that  it  should  substitute  prices  which  may  reflect  conditions 
not  existent  as  of  valuation  date,  or  which  may  be  influenced  by  some 
specifications  as  to  which  it  is  not  advised.  Lake  Superior  &  Ishpeming 
Ry.,  1  (2-3). 

Carrier  contended  that  unit  prices  per  cubic  yard  for  common,  loose-rock, 
and  solid-rock  excavation  used  by  the  commission  in  estimating  cost  of 
reproduction  new  of  grading,  are  inadequate,  the  differences  being 
accounted  for  by  the  use  by  carrier  of  slightly  higher  base  prices,  addi- 
tional amounts  for  transportation  of  men,  supplies,  and  outfits,  and  mis- 
cellaneous costs.  It  urges  also  that  10  per  cent  should  be  added  to 
embankment  quantities  to  compensate  for  losses  due  to  shrinkage  and 
other  causes.  No  evidence  was  offered  in  support  of  these  contentions, 
other  than  the  opinion  of  a  witness,  who  testified  that  he  was  familiar 
only  in  a  general  way  with  grading  prices  in  the  vicinity  as  of  valuation 
date.  Held:  The  commission's  prices  are  based  on  actual  costs  of  grad- 
ing in  the  territory  through  which  carriers  operate  and  since  they  are 
not  shown  by  the  evidence  to  be  other  than  fair  and  reasonable,  amounts 
reported  for  grading,  approved.  Clinton  &  Oklahoma  Western  Ry., 
247  (248). 

GRUBBING.    See  Clearing  and  Grubbing. 
HIGHWAY8.    Set  Streets,  Alleys,  and  Highways. 
INSPECTION. 

In  stating  cost  of  reproduction  new  of  ties  the  commission's  base  price  per 
tie  includes  inspection  charges.  Clinton  A  Oklahoma  Western  Ry.,  247 
(249). 

INSPECTION  OF  RECORDS. 

Parties  to  valuation  cases  are  permitted  to  inspect,  in  advance  of  hearings, 
the  preliminary  data  upon  which  the  commission's  conclusions  in  tenta- 
tive valuations  are  founded,  but  which  on  account  of  their  bulk  are  not 
embraced  in  the  tentative  report,  and  are  thus  afforded  a  fair  and  reason- 
able opportunity  to  prepare  themselves  to  point  out  at  hearings  any 
errors  which  may  exist.    Delaware  &  Hudson  Co.,  611  (613). 

INTEREST  DURING  CONSTRUCTION. 

Interest  during  construction  is  not  an  element  to  be  considered  in  ascer- 
taining the  value  of  carrier  lands.  Dansville  A  Mt.  Morris  R.  R,  274 
(277). 

INTEREST  ON  FUNDED  DEBT. 

It  is  improper  to  include  in  working  capital  for  operating  purposes  sums 
held  to  pay  interest  on  funded  indebtedness.    Dansville  it  Mt.  Morris 

R.  R,  274  (276). 
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JOINTLY  USED  PROPERTY. 

Carriers  protested  the  omission  from  their  tentative  valuation  of  certain 
trackage  rights,  contending  for  a  value  for  tracks  in  which  thoy  have  a 
restricted  right  of  user  but  which  arc  owned  and  jointly  used  by  other 
carriers.  Held:  Following  75  I.  C.  C.  1,  21,  where  property  is  owned 
by  a  common  carrier  and  is  used  by  it  jointly  with  other  carriers  for  com- 
mon-carrier purposes,  the  property  is  included  in  detail  in  inventory  of 
the  owning  earner  and  reference  made  to  the  use  in  the  reports  of  the 
respective  using  carriers.    Delaware  &  Hudnon  Co.,  611  (615). 

LAND. 

Estimates  of  original  and  present  cost  of  condemnation  and  damages  or  of 
purchase  of  lands  in  excess  of  original  cost  or  present  value,  omitted  from 
tentative  valuation  of  carrier  property  for  reason  that  the  valuation  act 
no  longer  requires  the  commission  to  report  this  information.  Lake 
Superior  &  Ishpemiug  Ry.,  1  (6). 

Carrier  protested  preseut  value  of  its  lands  reported  by  the  commission 
and  in  support  of  a  higher  figure  showed  that  throughout  the  district  in 
which  it  operates  it  is  customary  for  landowners  when  making  convey- 
ances to  common  carriers  to  require  such  carriers  at  their  own  expense 
to  move  their  rails  to  another  location  when  owner  wishes  to  mine  the 
underlying  ore.  Carrier  alleges  large  expenditures  for  moving  and  relocat- 
ing portions  of  its  line  because  of  the  exercise  of  the  above  right  and  insists 
that  the  commission's  adopted  rules  for  valuing  lands  are  not  applicable 
to  its  line.  Held:  The  reservation  of  mineral  rights  being  shown  by  the 
record  to  be  characteristic  of,  and  applicable  alike  to,  all  land  transactions, 
and  not  peculiar  to  sales  of  right  of  way  only,  the  commission  finds  no 
error  in  following  its  approved  principles  and  methods  in  ascertaining 
land  values  of  the  carrier  on  basis  of  the  "present  fair  average  market 
value  of  similar  adjacent  and  adjoining  land."    Id.  (6-7). 

Carrier  protested  the  present  value  of  its  lands  reported  by  the  commission 
as  being  too  low,  alleging  that  the  aggregate  original  cost  of  these  lands 
was  considerably  more  than  the  present  value  found  by  the  commission. 
HcUi:  It  is  by  no  means  a  rare  occurrence  to  find  land  the  present  value 
of  which  is  less  than  its  cost  to  the  owner.  This  may  be  due  to  a  number 
of  reasons,  and  fact  that  the  commission's  appraisal  has  developed  such 
a  difference  for  a  particular  carrier's  lands  is  not  proof  that  it  is  wrong. 
Id.  (7). 

Condemnation  awards  as  a  rule  include  sums  in  addition  to  the  ascertained 
value  of  the  land  alone.  It  follows  that  where  sales  are  made  at  prices 
substantially  analogous  to  condemnation  awards,  those  prices,  which  are 
costs  to  the  purchaser,  must  also  be  in  excess  of  the  fair  value  of  the  land. 
Id.  (7). 

Methods  used  by  carrier  in  developing  a  figure  contended  for  as  the  present 
value  of  its  lands,  rejected  since  found  to  produce  an  estimate  of  the  cost 
of  reproduction  thereof  rather  than  present  value.    Id.  (8). 

116 1,  a  a 


INDEX  DIGEST 


893 


LAND^Contlnued. 

Carrier  contended  for  an  increase  in  the  value  of  certain  of  its  lands  and  In 
support  thereof  its  witness  testified  as  to  sales  of  properties  quite  removed 
from  the  right  of  way  and  others  made  four  and  two  years,  respectively, 
prior  to  or  subsequent  to  valuation  date.  Found:  From  the  information 
contained  in  field  notes  and  extracts  therefrom  which  were  presented  at 
the  hearing,  it  is  apparent  that  the  average  value  estimated  for  each  zone 
was  founded  upon  the  judgment  of  the  commission's  appraisers  after 
assembling  data  in  the  form  of  actual  sales,  assessment  values,  and  opinions 
of  reliable  local  business  men.  Evidence  submitted  by  carrier  is  insuffi- 
cient to  justify  any  change  in  land  values,  and  figures  reported  in  the 
tentative  valuation,  approved.  Clinton  &  Oklahoma  Western  Ry.t 
247  (251). 

Interest  during  construction  is  not  an  element  to  be  considered  In  ascertain- 
ing the  value  of  carrier  lands.    Dansville  &  Mt.  Morris  R.  R.,  274  (277). 

Sales  made  from  two  to  seven  years  subsequent  to  valuation  date  do  not 
furnish  a  reliable  basis  for  establishing  values  of  carrier  lands  as  of  that 
date.    Id.  (277). 

LOCOMOTIVE8.    See  Rolling  Stock  ano  Marine  Equipment. 

MAINTENANCE. 

Carrier  protested  against  the  theory  of  depreciation  used  by  the  commission, 
alleging  that  In  absence  of  deferred  maintenance  there  is  no  depreciation. 
It  contends  that,  based  on  the  commission's  own  methods,  excessive 
depreciation  was  deducted  for  ties,  rails,  other  track  material,  right-of- 
way  fences,  station  and  office  buildings,  joint  track,  and  roadway  build- 
ings. Held:  Depreciation  found  was  determined  after  inspection  of  the 
property,  was  ascertained  in  accordance  with  methods  which  have  the 
commission's  approval,  and  protest  of  carrier  is  not  supported  by  facts  or 
data  which  would  warrant  any  change  in  the  amount  reported.  Cumber- 
land k  Manchester  R.  R.,  407  (410). 

MATERIAL  AND  SUPPLIES. 

Balances  in  cash  on  hand  and  material  and  supplies  accounts  on  valuation 
date  found  to  be  in  excess  of  the  carrier's  requirements  for  working  capital. 
Evidence  showed  that  cash  receipts  were  in  hand  sufficiently  in  advance 
of  the  time  at  which  payments  were  due,  thus  indicating  that  the  carrier 
had  no  cash  invested  for  common-carrier  services.  Stock  of  material 
and  supplies  for  common-carrier  service  requirements  found  to  average 
10.96  per  cent  of  the  avcrago  annual  operating  expenses  for  the  four  years 
preceding  valuation  date,  and  this  proportion  of  the  annual  operating 
expenses,  as  of  date  of  valuation,  based  upon  the  trend  of  actual  operating 
expenses  during  the  preceding  five  years,  found  to  indicato  a  sum  required 
for  material  and  supplies,  and  is  approved  as  sufficient  for  working  capital, 
Clinton  &  Oklahoma  Western  Ry.,  247  (251-252). 
Amount  of  materials  and  supplies  on  hand  on  valuation  date  can  not  be 
considered  representative  of  a  carrier's  normal  investment  in  such  mate- 
rials in  anticipation  of  operating  needs.  Dansville  &  Mt.  Morris  R.  R.t 
274  (27C). 
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MATERIAL  AND  SUPPLIES — Continued. 

Carrier  objected  to  method  employed  by  the  commission  for  ascertaining 
amount  of  working  capital  necessary  to  meet  requirements,  and  insisted 
that  material  and  supplies  on  hand  at  date  of  valuation  should  be  deter- 
minative. Held:  Under  the  law  only  such  material  and  supplies  as  are 
used  for  common-carrier  purposes  may  be  included  in  the  value  fixed  for 
rate-making  purposes  and  the  amount  of  material  and  supplies  on  hand 
is  not  necessarily  determinative  of  working  capital  requirements.  The 
material  and  supplies  on  hand  on  any  particular  date  may  include  stock 
held  for  additions  and  betterments  and  new  construction  as  well  as 
obsolete  and  scrap  material.  The  commission  has,  however,  given  con- 
sideration to  the  requirements  of  the  carrier  in  the  way  of  a  stock  for 
operation  and  maintenance.    Delaware  &  Hudson  Co.,  611  (616-617). 

MATERIAL-YARD  EXPENSE. 

In  stating  cost  of  reproduction  new  of  ties  the  commission's  base  price  per 
tie  includes  material-yard  expense.  Clinton  &  Oklahoma  Western  Ry., 
247  (249). 

Material-yard  charges  should  not  be  included  with  cost  of  reproduction  new 
of  tracklaying  and  surfacing  but  with  the  price  applied  to  the  material. 
Rock  Island-Frisco  Terminal  Ry.,  391  (393). 

METHODS  EMPLOYED.    See  Analysis  of  Methods. 

MINERAL  RIGHTS. 

Carrier  protested  present  value  of  its  lands  reported  by  the  commission  and 
in  support  of  a  higher  figaire  showed  that  throughout  the  district  in  which 
it  operates  it  is  customary  for  land  owners  when  making  conveyances  to 
common  carriers  to  require  such  carriers  at  their  own  expense  to  move 
their  rails  to  another  location  when  owner  wishes  to  mine  the  underlying 
ore.  Carrier  alleges  large  expenditures  for  moving  and  relocating  por- 
tions of  its  line  because  of  the  exercise  of  the  above  right  and  insists  that 
the  commission's  adopted  rules  for  valuing  lands  are  not  applicable  to  its 
line.  Held:  The  reservation  of  mineral  rights  being  shown  by  the  record 
to  be  characteristic  of,  and  applicable  alike  to,  all  land  transactions,  and 
not  peculiar  to  sales  of  right  of  way  only,  the  commission  finds  no  error 
in  following  its  approved  principles  and  methods  in  ascertaining  land 
values  of  the  carrier  on  basis  of  the  "present  fair  average  market  value 
of  similar  adjacent  and  adjoining  land."  Lake  Superior  &  Ishpemlng 
Ry.,  1  (6-7). 

MOTIONS  AND  PROTESTS. 

Carriers  having  refused  at  the  hearing  to  proceed  with  evidence  on  protest 
to  the  commission's  tentative  valuation,  such  protest  as  to  matters  of 
fact  which  depend  upon  evidence  for  their  substantiation  considered  as 
unsupported.  Under  paragraph  (1)  of  section  19a  of  the  act  the  com- 
mission is  required  to  receive  and  consider  evidence  in  support  of  protests 
before  its  tentative  valuations  are  made  final,  but  the  act  does  not  con- 
template that  the  commission  should  require  evidence  in  support  of  its 
tentative  conclusions,  and  certainly  not  prior  to  submission  by  a  pro- 
testant  of  evidence  tending  to  show  that  its  conclusions  are  erroneous. 
Delaware  &  Hudson  Co.,  611  (613). 

ORE  CARS.   See  Rolling  Stock  and  Marin*  Equipment. 
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ORIGINAL  COST  TO  DATE. 

Due  to  inadequacy  of  carriers'  records,  original  cost  to  date  of  the  properties 
was  not  reported  in  the  tentative  valuation.  At  hearings  on  protest  car- 
riers were  afforded  full  opportunity  to  6upply  facts  which  would  enable 
the  commission  to  state  original  cost,  but  this  they  elected  not  to  do. 
Held:  Original  cost  is  reported  by  the  commission  as  fully  as  it  can  be 
ascertained  from  best  evidence  available  in  each  particular  case.  See  75 
I.  C.  C.  1,  8.  On  the  other  hand,  an  attempt  to  estimate  original  cost 
would  in  many  cases  involve,  not  the  exercise  of  good  judgment,  but 
rather  of  pure  speculation.  See  75  I.  C.  C.  1,  105.  Original  cost,  how- 
ever, is  a  fact  and  not  a  speculation,  and  the  circumstances  here  have 
made  it  impossible  to  ascertain  original  cost  of  the  properties,  other  than 
land.  Moreover,  in  295  Fed.  558,  561,  the  court  stated  that  "No  statute 
should  be  held  to  require  the  impossible  unless  the  language  thereof  per- 
mits of  no  other  interpretation."    Delaware  &  Hudson  Co.,  611  (615-616), 

OTHER  VALUES  AND  ELEMENTS  OF  VALUE. 

Carrier  maintained  that  the  correct  value  of  its  road  must  include  a  specific 
sum  for  such  items  as  going  concern,  appreciation,  etc.,  contending  for 
an  increase  in  cost  of  reproduction  by  an  amount  representing  the  opinion 
of  a  witness  who  was  unable  to  state  what  part  thereof  should  be  applied 
to  any  of  the  items  it  should  cover.  Held:  Evidence  does  not  warrant 
any  departure  from  the  commission's  previously  announced  decision  not 
to  include  a  separate  amount  in  the  reproduction  cost  estimate  to  cover 
these  values.  Lake  Superior  &  Ishpeming  Ry.,  1  (6). 
Upon  protest  of  carrier  to  the  omission  from  its  tentative  valuation  of 
"other  values  and  elements  of  value,"  Held:  The  commission  having  made 
it  plain  that  careful  consideration  has  been  given  to  every  element  that 
diligent  investigation  discloses,  if  there  are  appropriate  elements  of  value 
to  be  reported  under  paragraph  (b)  of  section  19a  of  the  act  which  were 
not  discovered,  it  was  within  the  power  of  carriers  to  have  made  disclo- 
sures of  same.  This  they  made  no  attempt  to  do,  and  no  figures  have 
been  submitted  as  proper  to  be  set  opposite  this  item.  The  tentative 
valuation,  therefore,  includes  all  elements  of  value  as  they  existed  on 
valuation  date  so  far  as  the  commission  could  ascertain  them.  Delaware 
A  Hudson  Co.,  611  (616). 

PILE  DRIVERS.    See  Rolling  Stock  and  Marine  Equipment. 

PRESENT  VALUE  OF  LANDS.    See  Land. 

PROOF  AND  EVIDENCE. 

Carriers  having  refused  at  the  hearing  to  proceed  with  evidence  on  protest 
to  the  commission's  tentative  valuation,  such  protest  as  to  matters  of 
fact  which  depend  upon  evidence  for  their  substantiation  considered  as 
unsupported.  Under  paragraph  (1)  of  section  19a  of  the  act  the  com- 
mission is  required  to  receive  and  consider  evidence  in  support  of  protests 
before  its  tentative  valuations  are  made  final,  but  the  act  does  not  con- 
template that  the  commission  should  require  evidence  in  support  of  its 
tentative  conclusions,  and  certainly  not  prior  to  submission  by  a  pro- 
tectant of  evidence  tending  to  show  that  its  conclusions  are  erroneous. 
Delaware  &  Hudson  Co.,  611  (613). 
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PROPERTY  USED  BUT  NOT  OWNED. 

Carriers  protested  omission  from  their  tentative  valuation  of  certain  track- 
age rights,  contending  for  a  value  for  tracks  in  which  they  have  a  re- 
stricted right  of  user,  but  which  are  owned  and  jointly  used  by  other 
carriers.  Held:  Following  75  I.  C.  C.  1,  21,  where  property  is  owned  by 
a  common  carrier  and  is  used  by  it  jointly  with  other  carriers  for  common- 
carrier  purposes,  the  property  is  included  in  detail  in  inventory  of  owning 
carrier  and  reference  made  to  the  use  in  reports  of  the  respective  using 
carriers.    Delaware  &  Hudson  Co.,  61 L  (615). 

PROTEST8.  See  Motions  and  Protests. 

PUBLIC  IMPROVEMENTS.  See  Assessments  fob  Public  Improvements. 
QUANTITIES  AND  UNIT  PRICES. 

Prices  applied  by  commission  to  inventoried  quantities  are  intended  to  be 
normal  prices,  sufficient  to  cover  all  costs  necessary  to  reproduce  the 
article  or  structure  in  place.  Where  a  carrier  has  reliable  records  showing 
original  cost  of  work  within  the  period  as  of  which  the  commission  deter- 
mines its  prices,  and  there  is  no  evidence  that  unusual  conditions  have 
influenced  those  costs  either  upward  or  downward,  the  commission  may 
take  those  recorded  costs  as  indicative  of  normal  prices  for  such  work. 
Lake  Superior  &  Ishpeming  Ry.,  1  (5). 

In  its  reproduction  estimates  the  commission  applies  unit  prices  based  on  a 
5-year,  and  in  some  cases,  10-ycar  span,  ending  June  30,  1914.   Id.  (8). 

Contention  of  carrier  for  an  increase  in  the  unit  price  of  bridge  hardware 
from  4  to  5  cents  per  pound,  not  sustained  and  unit  price  of  4  cents  ap- 
proved.   Clinton  &  Oklahoma  Western  Ry.,  247  (249). 

Carrier  protested  against  the  application  of  prices  for  the  period  1910-1914 
in  the  commission's  estimates  of  reproduction  costs  of  its  property,  to  the 
inventory  of  that  property,  exclusive  of  land,  as  of  June  30,  1918,  con- 
tending that  value  of  the  property  should  be  determined  with  reference 
to  cost  of  reproduction  as  of  date  of  valuation.  Held:  The  commission 
has  heretofore  fully  explained  its  reasons  for  using  unit  prices  as  of  a 
period  of  5  years  and  in  some  instances  10  years  immediately  preceding 
June  30,  1914,  notwithstanding  that  the  inventory  may  have  been  taken 
as  of  a  later  date.  The  costs  produced  in  this  manner  are  thus  upon  a 
common  basis  for  all  carriers.  Cumberland  &  Manchester  R.  R.,  407  (408). 

Upon  contention  of  carriers  that  use  of  1914  price  levels  in  obtaining  valua- 
tions as  of  1916  result  in  such  discrepancies  as  to  vitiate  those  valuations, 
Held:  Use  of  normal  1914  prices  fully  meets  requirements  of  the  law  and 
imposes  no  hardship  upon  carriers,  since  they  would  derive  no  benefit 
were  normal  1916  prices  substituted  therefor.  Regardless  of  whether 
one  or  the  other  is  used  it  would  be  necessary  to  adjust  them  by  applica- 
tion of  price  trends  or  otherwise,  if  present  use  is  to  be  made  of  them  in 
carrying  out  the  requirements  of  the  act.  On  the  other  hand,  the  commis- 
sion is  required  to  keep  itself  informed  of  changes  in  values,  and  to  revise 
its  valuations  from  time  to  time.  Final  valuations  will  therefore  be  ulti- 
mately readjusted  so  as  to  make  them  current,  but  pending  specific  use  of 
those  now  determined  no  advantage  accrues  to  carriers  from  application 
and  use  of  1916  prices.  Delaware  &  Hudson  Co.,  611  (614-615). 
RAILS.  See  Tracks  and  Track  Material. 
RATE-MAKING  VALUE.    See  Final  Single-Sum  Value. 
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RECORDS  OF  CARRIERS. 

Prices  applied  by  commission  to  inventoried  quantities  are  intended  to  be 
normal  prices,  sufficient  to  cover  all  costs  necessary  to  reproduce  the  article 
or  structure  in  place.  Where  a  carrier  has  reliable  records  showing  original 
cost  of  work  within  the  period  as  of  which  the  commission  determines  ite 
prices,  and  there  is  no  evidence  that  unusual  conditions  have  influenced 
those  costs  either  upward  or  downward,  the  commission  may  take  those 
recorded  costs  as  indicative  of  normal  prices  for  such  work.  Lake  Superior 
A  Lshpeming  Ry.,  1  (5). 

RECORDS  OF  COMMISSION. 

Parties  to  valuation  cases  are  permitted  to  inspect,  in  advance  of  hearings, 
the  preliminary  data  upon  which  the  commission's  conclusions  in  tentative 
valuations  are  founded,  but  which  on  account  of  their  bulk  are  not  em- 
braced in  the  tentative  report,  and  are  thus  afforded  a  fair  and  reasonable 
opportunity  to  prepare  themselves  to  point  out  at  hearings  any  errors 
which  may  exist.    Delaware  &  Hudson  Co.,  611  (613). 

RELAY  RAILS.    See  Tracks  and  Track  Material. 

REMOVAL  OF  STRUCTURES  AND  HIGHWAYS. 

Carrier  asserted  that  in  the  construction  of  its  railroad  it  was  necessary  to 
remove  certain  buildings  from  the  right  of  way  and  to  change  the  locations 
of  certain  highways,  and  contended  that  amounts  expended  for  this  work 
should  be  added  to  cost  of  reproduction  new  of  its  property.  Held:  Fact 
that  these  costs  may  have  been  incurred  on  original  construction  is  not 
conclusive  that  they  would  be  incurred  on  reproduction.  In  estimating 
the  cost  to  reproduce  a  railroad  it  is  assumed  that  the  location  of  a  high- 
way would  be  where  it  existed  on  valuation  date,  therefore  nothing  is 
included  in  the  estimate  for  a  change  in  location  required  on  original 
construction.  This  is  true  also  of  buildings  which  may  have  been  removed 
from  the  right  of  way  and  relocated  elsewhere.  Cumberland  &  Man- 
chester R.  R.  407  (410). 

ROLLING  STOCK  AND  MARINE  EQUIPMENT. 

Freight-Train  Cars:  Carrier  protested  unit  prices  used  in  determining 
cost  of  reproduction  new  of  freight-train  cars,  contending  that  these 
prices  should  be  increased  in  amounts  sufficient  to  include  freight  charges 
and  costs  of  repairs.  Found:  Upon  investigation,  freight  and  incidental 
charges  have  been  included  in  the  price  of  part  of  this  equipment,  and  as 
to  the  remainder,  testimony  of  carriers  witness  is  to  the  effect  that  it  was 
received  under  load.  Under  the  circumstances,  prices  reported  in  the 
tentative  valuation  approved.  Clinton  &  Oklahoma  Western  Ry., 
247  (250). 

Locomotives:  Carrier  protested  that  in  the  tentative  valuation  the  de- 
preciation of  its  locomotives  has  been  estimated  at  a  greater  degree  than 
the  facts  warrant,  maintaining  that  because  of  the  purity  of  its  water 
supply  it  experiences  very  little  difficulty  with  the  boiler  sheets,  flues,  etc. 
It  also  cites  the  seasonal  character  of  the  traffic  handled  by  these  engines 
and  the  restricted  speed  at  which  its  trains  are  operated  as  tending  to 
retard  their  depreciation.  Held:  In  previous  cases  the  commission  has 
fully  discussed  the  methods  used  in  estimating  depreciation  of  equipment 
and  evidence  here  presented  is  not  sufficiently  conclusive  to  warrant  a 
change  in  the  amount  of  depreciation  reported,  which  is  based  on  the 
record  of  the  investigation  by  the  commission's  field  forces.  Lake  Su- 
perior &  Ishpeming  Ry.,  1  (6). 
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ROLLING  STOCK  AND  MARINE  EQUIPMENT — Continued. 

Ore  Gars:  Carrier  objected  to  unit  prices  applied  in  coat  of  reproduction 
new  to  its  wooden  and  steel  ore  cars,  and  also  protested  that  Its  steel  ore 
cars  have  been  given  a  cost  of  reproduction  less  depreciation  that  is  un- 
reasonably low  because  of  retarded  depreciation  by  reason  of  the  care 
exercised  in  operating  its  trains,  and  also  through  the  agency  of  a  coating 
of  iron  ore  which  remains  on  the  cars.  Prices  contended  for  are  based  on 
the  scale  of  "settlement  prices"  promulgated  by  the  Master  Car  Builders' 
Association.  Held:  The  commission  has,  in  other  cases,  fully  explained 
the  character  of  unit  prices  which  it  applies  to  the  various  items  comprising 
a  railway's  property,  and  it  is  not  convinced  that  these  co-called  "settle- 
ment prices"  or  testimony  with  regard  to  depreciation  should  be  given 
more  weight  than  the  recorded  observations  of  its  field  inspectors,  which 
were  concurred  in  by  the  carrier's  field  pilot.  Lake  Superior  &  Ishpeming 
Ry.,  1  (5-6). 
Work  Equipment: 

Carrier  protested  price  reported  by  commission  as  cost  of  reproduction 
new  of  a  pile  driver  as  inadequate.  This  equipment  was  purchased 
secondhand  near  date  of  the  pricing  period,  the  commission  including 
the  full  purchase  price  as  the  best  indication  of  its  value.  Carrier 
contended  that  this  purchase  was  a  bargain  and  that  the  price  paid 
does  not  represent  the  true  value.  Held:  Evidence  fails  to  justify 
an  increase  in  amount  reported  for  this  item  of  equipment.  Clinton 
&  Oklahoma  Western  Ry.,  247  (250). 
Carrier  alleged  that  it  owned  on  valuation  date  more  dump  cars  than 
were  included  in  the  tentative  valuation.  These  additional  cars 
were  not  in  service  on  date  of  valuation  and  the  record  shows  that 
they  were  not  in  serviceable  condition,  and  after  having  been  repaired 
were  sold.  Witness  was  unable  to  state  whether  they  were  restored 
to  service  of  the  carrier  prior  to  their  sale.  Held:  In  accordance  with 
its  established  practice  the  commission  has  included  in  its  inventory 
all  cars  in  service  or  in  serviceable  condition  on  valuation  date  and 
the  return  of  these  cars  to  service  being  uncertain  they  were  properly 
excluded  from  the  inventory.  Cumberland  A  Manchester  R.  R., 
407  (409). 

SECONDHAND  ARTICLES  AND  MATERIAL. 

Certain  rail,  other  track  material,  and  equipment  were  purchased  second- 
hand and  in  determining  reproduction  cost  of  these  items  the  commission 
applied  secondhand  prices.  Upon  protest  of  carrier  and  contention  that 
the  commission  should  have  reported  their  cost  of  reproduction  new  at 
prices  prevailing  on  date  of  valuation  for  similar  items  new,  Held:  Where 
secondhand  materials  were  used  on  original  construction  the  cost  of 
reproduction  new  will  be  estimated  for  same  kind  of  materials  in  same 
condition  as  when  installed.    Dansville  A  Mt.  Morris  R.  R.  274  (275). 

80LID-ROCK  EXCAVATION.   See  Excavation  and  Cuts. 
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STREETS,  ALLEYS  AND  HIGHWAYS. 

Carrier  asserted  that  in  the  construction  of  its  railroad  it  was  necessary  to 
change  the  locations  of  certain  highways,  and  contended  that  amounts 
expended  for  this  work  should  be  added  to  cost  of  reproduction  new 
of  its  property.  Held:  Fact  that  these  coats  may  have  been  incurred  on 
original  construction  is  not  conclusive  that  they  would  be  incurred  on 
reproduction.  In  estimating  the  cost  to  reproduce  a  railroad  it  is  assumed 
that  the  location  of  a  highway  would  be  where  it  existed  on  valuation 
date,  therefore  nothing  is  included  in  the  estimate  for  a  change  in  location 
required  on  original  construction.  Cumberland  4  Manchester  R.  R., 
407  (410). 

STRUCTURES.    See  Buildinos  and  Structures. 

SUPPLIES.   See  Material  and  Supplies. 

SURFACING.    See  Tracklaying  and  Surfacing. 

SWITCH  TIES.   See  Ties. 

TENTATIVE  VALUATIONS. 

Relying  upon  decision  in  266  U.  S.  438,  carriers  contended  that  the  burden 
of  proof  and  proceeding  with  evidence  on  protest  to  a  tentative  valuation 
is  upon  the  commission.  Held:  Hearing  on  protest  is  a  proceeding 
preliminary  to  issuance  of  a  final  valuation,  and  is  for  purpose  of  afford- 
ing protestants  opportunity  to  bring  to  commission's  attention  facts  or 
circumstances  which  they  deem  warrant  a  modification  of  the  tentative 
valuation.  Parties  to  valuation  cases  are  permitted  to  inspect,  in  advance 
of  hearings,  the  preliminary  data  upon  which  conclusions  in  tentative 
valuations  are  founded,  but  which  on  account  of  their  bulk  are  not  em- 
braced in  the  tentative  report,  and  are  thus  afforded  a  fair  and  reasonable 
opportunity  to  prepare  themselves  to  point  out  at  hearings  any  errors 
which  may  exist.  Tentative  valuations  represent,  the  commission's 
tentative  conclusions  and  are  subject  to  modification  upon  proper  proof 
of  error  by  carriers  or  other  interested  parties.  Delaware  A  Hudson  Co., 
611  (612-613). 

TIES. 

In  stating  cost  of  reproduction  new  of  ties  the  commission's  base  price  per 
tie  includes  inspection  charges,  foreign-line  freight  charges,  and  material- 
yard  expense.    Clinton  A  Oklahoma  Western  Ry.,  247  (249). 

Upon  protest  of  carrier  that  amount  of  depreciation  applied  by  the  com- 
mission on  ties  is  excessive,  Held:  Methods  and  principles  applied  and 
followed  in  estimating  depreciation  in  this  case  are  the  same  as  those 
approved  by  the  commission  in  previously  decided  cases  and  their  applica- 
tion is  approved.    Dansville  &  Mt.  Morris  R.  R.  274  (276-276). 

Carrier  protested  that  number  of  feet  of  lumber  in  switch  ties  in  yard  tracks 
and  sidings  and  in  jointly  owned  tracks  reported  in  the  tentative  valuation 
is  incorrectly  stated,  contending  for  an  amount  arrived  at  by  taking  the 
number  of  sets  of  switch  ties  reported  by  the  commission  and  applying 
thereto  the  number  of  feet  in  standard  sets  for  sizes  of  ties  used.  Held: 
The  record  does  not  indicate  that  standard  sets  were  used  in  original 
construction  or  in  maintenance.  The  commission  having  inventoried 
the  number  of  feet  found  upon  inspection  of  the  property,  and  the  record 
not  being  convincing  that  the  inventory  is  in  error,  carrier's  contention  in 
this  respect  is  not  sustained.  Cumberland  &  Manchester  R.  R.,  407  (409) . 
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TRACKAGE  RIGHTS. 

Carriers  protested  omission  from  their  tentative  valuation  of  certain  track- 
ago  rights,  contending  for  a  value  for  tracks  in  which  they  have  a  re- 
stricted right  of  user  but  which  are  owned  and  jointly  used  by  other  car- 
riers. Held:  Following  75  I.  C.  C.  1,  21,  where  property  is  owned  by  a 
common  carrier  and  is  used  by  it  jointly  with  other  carriers  for  common- 
carrier  purposes,  the  property  is  included  in  detail  in  inventory  of  the 
owning  carrier  and  reference  made  to  the  use  in  reports  of  the  respective 
using  carriers.  Delaware  A  Hudson  Co.,  611  (615). 
TRACKLAYING  AND  SURFACING. 

Carrier  protested  amount  of  depreciation  applied  by  the  commission  to 
tracklaying  and  surfacing,  contending  that  it  is  improper  to  estimate 
depreciation  thereon,  as  this  is  a  labor  account  for  assembling  the  track 
and  that  the  value  remains  so  long  as  the  track  remains  in  a  usable  con- 
dition, Held:  Methods  and  principles  applied  and  followed  in  estimating 
depreciation  in  this  case  are  the  same  as  those  approved  in  previously 
decided  cases  and  their  application  is  approved.  Dansville  A  Mt.  Morris 
R.  R.,  274  (275-276). 

Carrier  protested  amount  reported  by  the  commission  as  cost  of  reproduc- 
tion new  for  tracklaying  and  surfacing  and  in  support  thereof  showed  the 
cost  of  similar  work  on  other  projects.  No  detail  data,  however,  was 
submitted  which  would  permit  of  any  analysis  of  the  costs  to  ascertain 
whether  or  not  they  were  comparable  with  those  applied  in  the  tentative 
valuation.  Held:  Carrier  not  having  pointed  out  any  unusual  conditions 
which  would  increase  the  cost  over  that  reported,  prices  applied  for  this 
account  do  full  justice  and  they  arc  approved.  Rock  Island- Frisco 
Terminal  Ry.,  391  (303). 

Material-yard  charges  should  not  be  included  with  cost  of  reproduction  new 
of  tracklaying  and  surfacing  but  with  the  price  applied  to  the  material. 
Id.  (393). 

TRACKS  AND  TRACK  MATERIAL. 

In  stating  unit  prices  for  purposes  of  cost  of  reproduction  new,  all  such  rail 
as  has  been  moved  from  the  position  in  which  it  was  originally  placed 
when  new  should  bo  classified  as  re-laid.  Lake  Superior  &  Ishpeming 
Ry.,  1  (4). 

TRANSPORTATION  OF  EQUIPMENT,  MATERIALS,  SUPPLIES,  AND 

PERSONS. 

In  stating  cost  of  reproduction  new  of  ties  the  commission's  base  price  per 
tie  includes  foreign-line  freight  charges.  Clinton  &  Oklahoma  Western 
Ry.t  247  (249). 

Carrier  protested  unit  prices  used  in  determining  cost  of  reproduction  new 
of  freight-train  cars,  contending  that  these  prices  should  be  increased  in 
amounts  sufficient  to  include  freight  charges  and  costs  of  repairs.  Found: 
Upon  investigation,  freight  and  incidental  charges  have  been  included  in  the 
price  of  part  of  this  equipment,  and  as  to  the  remainder,  testimony  of 
carrier's  witnens  is  to  the  effect  that  it  was  received  under  load.  Under 
the  circumstances,  prices  reported  in  the  tentative  valuation  approved. 
Id.  (250). 

TRESTLES.    See  Bridges,  Trestles,  and  Culverts. 
UNIT  PRICES.   See  Quantities  and  Unit  Prices. 

1161.  CO. 


Digitized  by  Google 


INDEX  DIGEST 


901 


VALUATION  SECTIONS. 

Upon  protest  of  carriers  to  the  commission's  failure  to  show  the  values  of 
its'  properties  separately  by  States,  Held:  In  compliance  with  require- 
ments of  the  act,  the  valuations  as  served  contain  tabulations  and  state- 
ments by  States  showing  all  fixed  property.  That  property  which  has 
no  situs  does  not  fan  within  the  requirements,  since  the  commission  is  not 
required  to  create,  nor  would  it  be  justified  in  attempting  to  create  by 
any  arbitrary  rule,  a  location  which  does  not  in  fact  exist,  as,  for  instance, 
locomotives  and  other  equipment.  Nor  is  the  going-concern  value  which 
appears  in  the  property  capable  of  allocation  by  States.  See  75  I.  C.  C.  1, 
159;  75  I.  C.  C.  463,  513.    Delaware  &  Hudson  Co.,  611  (617-618). 

WHARVES  AND  DOCKS. 

Upon  a  review  of  the  whole  record  relating  to  coal  and  ore  wharves,  cost  of 
reproduction  new  of  carrier's  ore  dock  increased.  While  conceding  that 
cost  of  reproduction  new  of  this  dock  closely  approximates  its  recorded 
original  cost,  carrier  showed  that  it  furnished  sand  necessary  for  the 
concrete,  and  the  cost  of  that  material  was  not  included  in  the  contract 
price  for  the  concrete  in  place;  that  because  of  disaster  which  befell  a 
lumber  company  it  was  able  to  purchase  the  piling  for  this  dock  at  a 
price  much  lower  than  any  quotation  it  had  received  through  unrestricted 
competitive  bids  for  that  material;  that  certain  structural  steel  has  been 
given  a  lower  price  than  has  been  applied  to  like  material  in  its  bridges; 
and  that  different  prices  have  been  applied  to  the  same  kind  of  flooring 
timber  used  in  different  parts  of  the  dock  itself.  Lake  Superior  &  Ishpem- 
ing  Ry.,  1  (4-5). 

WORK  EQUIPMENT.    See  Rolling  Stock  and  Mabine  Equipment. 

WORKING  CAPITAL. 

Balances  in  cash  on  hand  and  material  and  supplies  accounts  on  valuation 
date  found  to  be  in  excess  of  the  carrier's  requirements  for  working  capital. 
Evidence  showed  that  cash  receipts  were  in  hand  sufficiently  in  advance 
of  the  time  at  which  payments  were  due,  thus  indicating  that  the  carrier 
had  no  cash  invested  for  common-carrier  services.  Stock  of  material  and 
supplies  for  common-carrier  service  requirements  found  to  average  10.96 
per  cent  of  the  average  annual  operating  expenses  for  the  four  years 
preceding  valuation  date,  and  this  proportion  of  the  annual  operating 
expenses,  as  of  date  of  valuation,  based  upon  the  trend  of  actual  operating 
expenses  during  the  preceding  five  years,  found  to  indicate  a  sum  required 
for  material  and  supplies,  and  is  approved  as  sufficient  for  working  capital. 

9        Clinton  &  Oklahoma  Western  Ry.,  247  (251-252). 

It  is  improper  to  include  in  working  capital  for  operating  purposes  sums 
held  to  pay  dividends  or  interest  on  funded  indebtedness.  Nor  can 
amount  of  materials  and  supplies  on  hand  on  valuation  date  be  considered 
as  representative  of  a  carrier's  normal  investment  in  such  materials  in 
anticipation  of  operating  needs.  Dansville  A  Mt.  Morris  R.  R.,  274  (276). 
Recommendation  of  commission's  accountant  for  a  reduction  in  amount  of 
working  capital  of  carrier  under  valuation,  based  upon  information  ob- 
tained from  annual  reports  and  other  data  filed  with  the  commission 
which  was  incomplete  due  to  the  carrier's  failure  to  reply  promptly  to  a 
questionnaire  concerning  this  subject,  found  insufficient  to  serve  as  an 
accurate  guide  in  the  determination  of  a  proper  amount  of  working  capital. 
Id.  (276). 

28926°— 27— Vol.  116  58 


Digitized  by  Google 


902  INDEX  DIGEST 

WORKING  CAPITAL — Continued. 

Carrier  objected  to  the  method  employed  by  the  commission  for  ascertaining 
amount  of  working  capital  necessary  to  meet  requirements,  and  insisted 
that  cash  and  material  and  supplies  on  hand  at  date  of  valuation  should 
be  determinative.  Held:  Under  the  law  only  such  cash  and  material  and 
supplies  as  are  used  for  common-carrier  purposes  may  be  included  in  the 
value  fixed  for  rate-making  purposes,  and  the  amount  of  cash  and  material 
and  supplies  on  hand  is  not  necessarily  determinative  of  working  capital 
requirements.    Delaware  &  Hudson  Co.,  Oil  (616-617). 
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